For  Reference 

Do  Not  Take 

From  the  Library 


Every  person  who  maliciouslv 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
lect  of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 
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FIDELITY.COM:  IT'S  ONLINE  TRADING  AND  A  GOOD  DEAL  MORE 
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INDEPENDENT   RESEARCH,    MORE 

TOOLS  AND  ONLINE  TRADES 

AS   LOW  AS   $28.95. 
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LOOKS   LIKE 

YOUR   PC  JUST  GOT  A   LOT 

MORE   POWERFUL. 
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RESEARCH  AND 
PLACE  TRADES  ONLINE 

Fidelity.com  puts  the  power  of  one  of  Wall 
Street's  largest  traders  at  your  fingertips  It 
gives  you  access  to  stocks  and  transaction 
fee  mutual  funds  for  as  little  as  $28.95 
a  trade,' 

Use  Fidelity's  online  tools 
to  review  slocks.  Then 
point  and  click  to  access 
independent  research  from 
S&rP,  First  Call  and  more. 

^  ACCESS  TO  IPOs 

Good  news  for  traders  Through  an 
exclusive  alliance  with  Salomon 


Fidelity 


Brothers,  Fidelity  gives  you  regular 
access  to  IPOs  and  other  public  offer- 
ings. Until  now,  you  had  to  go  to  a  full 
service  broker  for  this  kind  of  access. 

OPEN  AN 
ACCOUNT  NOW 

Turn  your  desk  mto  a  "trading  desk"  with 
fidelitycom.'  To  open  your  account,  call 
1-800-544-7610  today  Ask  about  deeper 
discounts  for  active  traders. 


www.fidelity.com 


1-800-544-7610 
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TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET 

For  more  complete  information  on  any  fund  available  through  FundsNetwork,  including  charges  and  expenses,  call  for  a  free  prospectus. 
Please  read  it  carefully  before  you  invest  or  send  money 

'Applies  to  stocks  and  FundsNetwork  transaction  fee  mutual  fund  trades  placed  online  via  the  Web  or  Fidelity  Online  Xpress+™.  For  FundsNetwork  transaction 
fee  mutual  hind  trades  placed  online  pay  $28.95.  For  stock  trades  placed  online,  pay  $28.95  for  trades  of  1,000  shajes  or  less.  For  trades  between  1,001  and 
4,999  shares  pay  $28.95  plus  $03  per  share  over  1,000,  For  trades  of  5,000  or  more  shares,  pay  $28,95  plus  $  02  per  share  over  1,000.  For  stocks  pnced  under 
$1,  maximum  charge  wnll  not  exceed  3%  of  principal  amount.  Minimum  commission  $28,95,  Effective  October  1,  1997,  limit  and  stop  orders  will  be  charged 
an  additional  $3  premium  per  trade.  -Orders  placed  through  wwwlidelitycom  are  sent  directly  to  the  markets  via  Fidelity's  computer  system  that  venfies  that 
the  orders  pass  standard  trading  and  account  requirements.  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC.  4b/39489.001 
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./ED  ADVISE   YOU    TO  APPROACH   A  ! 
BUSINESS    PROBLEM   THE   SAME   WAY   WE'D 
ADVISE    YOU   TO   APPROACH    THIS    HOLE. 


In  golf,  and  in  business,  the  professional  advice  you  receive  can  make  the  difference  between  merely  stinf 
we're  dedicated  to  providing  the  insight  and  solutions  that  help  our  clients  take  their  game  to  new  1  '^h 
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Well 

NFORMED. 


ipecitive,  and  being  among  the  best.  At  Coopers  &  Lybrand, 
)pers  &  Lvbrand.  Proud  Patron  of  the  1997  Ryder  Cup  Matches. 


I  Coopers 
I  &Lybrand 


Coopers  &  Lybrand  L.L.R 


a  professional  services  firm 


Maybe  \ou'd  like  your  E-Class  with  our  new,  torque-rich 


perhaps  our  aggressive,  275-horsepower  V-8.  Or  mayb' 


prefer  our  lUrbodiesel  sedan  that  takes  you  from  0  to  ( 


surprisingly  quick  8.5  seconds!  You  might  also  want  to  cc 


E300  Turbodiesel  Sedan  with  ESP 


E320  Sedan  with  ESP 


E320S 


E320  Wagon  (V-6) 


E320  Wagon  with  ESP 


Explore  our  Web  site,  http://www.mbusa.COnn.  a  P  BAGS  ARE  A  SUPPLEMENTAL  RESTRAINT  SYSTEM,  SO  REMEMBER  AIR  BAG  SAFETY:  BUCKLE  EVERYONE  AND  CHILDREN  IN  BACK!  -State 
acceleration  are  based  upon  manufacturer's  track  results    . -•  may  vary  depending  upon  model,  environment  and  road  surface  conditions,  driving  style,  elevation,  and  vetiicle  load.  "AWD  option  only 
on  E320  Sedan  and  Wagon.  tMoonstone  Grey  and  Aspen  Or     -  not  .--vailable  on  vetiicles  witti  AWD.  tfMSRP  for  an  E300  Turbodiesel  Sedan  excludes  $595  transportation  charge,  all  taxes,  title/doc  ] 
fees,  registration,  tags,  dealer  prep  charges,  insurance,  optkn,.     ^uipment,  certificate  of  compliance  or  noncompliance  fees,  and  finance  charges.  Prices  may  vary  by  dealer. 
©1997  Mercedes-Benz  of  North  America,  Inc.,  Montvale,  N.).,  Member  of  the  Daimler-Benz  Group. 
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to.  I  nen,  oi  course,  mere  s  aii-w  neei  anve  (A\\  D)  *  *       just  like  to  start  with  tv\  o  aspirm 


>n,  particularly  on  wet  and  icy  roads.  And  while        and  the  sedan/ wagon  dilemma.  For  more  information,  call 


an  contemplate  a  cellular  phone,  a  power  sun-       1-800-FOR-MERCEDES. 


he  E-Class,  starting  at  $41,800." 


E420  Sedan  (V-8) 


E420  Sedan  with  ESP 


E420  Sport  Sedan 


E420  Sport  Sedan  with  ESP 


E320  Wagon  with  AWD 


E320  Wagon  with  ESP  &AWD 
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66  Let  there 
be  light 

"We  are  really 
only  in  the 
Stone  Age  of 
optical  com- 
munication." 


70  Hot  stock 

Transmitting 
touch, 
smell  and 
temperature. 


THE  COVER 

66  The  law  of  the  photon 

Get  set  for  life  at  100  billion 
bits  per  second,  as  fiber  optics 
jolts  the  Info  Revolution. 

By  Howard  Banks 

70  Fast,  faster,  fastest. 

For  Ciena,  a  $5  billion 
market  cap  arrived  at 
the  speed  of  light.- 

By  Toni  Mack 

72  The  last  furlong 

Making  do  while  you  wait 
for  fiber  to  reach  your  den. 

By  Nikhil  Hutheesing 

ALSO  ON  THE  COVER 

74  Fannie's  troubled  house 

It's  looking  a  bit  creaky.  Can 
the  Beltway  fixers  fix  it  up? 

By  Gretchen  Morgenson 

104  A  worker's  LambdaMoo 

PlaceWare  wants  offices  to  be 
lively — at  least  virtually. 
By  Rita  Koselka 

129  Statistical  Spotlight 
Downdraft  protection 

Tailor-made  portfolios  to 
weather  those  market  storms. 

By  Peter  Brimelow 
and  Mark  Hulbert 

MANAGEMENT^ 
STRATEGIES.  tRENDS 

42  Tahoo!  yo-yo 

Jeff  Vinik  may  be  running  up 
the  stock.  Will  the  shorts  get 
caught  in  his,  uh,  web? 
By  Gretchen  Morgenson 


43  Kings,  princes,  content 

Reed  Hundt's  investment 
tips  for  the  telecom  world. 

By  Dyan  Machan 

44  On-line  pulse 

Bet  against  Buffett?  Not 
many  of  you  would  dare  try. 

48  Road  rash 

In-line  skating  may  be  crash- 
ing around  trendy  investors. 

By  Tim  W.  Ferguson 
witli  Josephine  Lee 

48  £1  Nino,  £1  Hype-o 

Rain  in  California?  Maybe. 
But  it  is  pouring  politics. 

By  Seth  Lubove 

52  Border  shoot-out 

Charlie  Crowder  bet  big  on 
Nafi:a.  Drowning  in  debt,  it's 
water  that  may  save  him. 
By  William  P.  Barrett 

56  Capitalist  driver 

School  buses  or  ambulances, 
Laidlaw's  at  the  wheel. 

By  Jose  Aguayo 

INTERNATIONAL 

45  PCs  are  p.c.  in  China 

Sitcom  stars  and  students 
go  computer-crazy. 

By  Andrew  Tanzer 

60  Estonia  as  role  model 

Young  execs  on  cell  phones. 
Building  cranes  galore.  The 
tiny  republic  is  all  capitalism. 

By  Stephan  Herrera 


42  Yahoo! 

Life  in  the 
markets  can 
be  wild,  too. 
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46  What  melting  pot? 

English  spoken  here?  In  the 
U.S.,  maybe — or  maybe  not. 

By  Peter  Brimelow 
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100  The  banking  nun 

The  role  of  Sister  Walsh  in 
a  shady  Grenada  venture. 
By  Brigid  McMenamin 
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109  Anto-Baan 

Its  monster  software  mints 
money — for  both  sharehold- 
ers and  the  desperately  poor. 

By  Nikhil  Hutheesing 
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32  Other  Comments 
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154  Thoughts 
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146  Papa  in  hiding 

Salman  Rushdae  talks  about 
turning  50,  tamily  and 
trickle-down  economics. 

By  Shailaja  Neelakantan 

147  The  union  mystique 

They  act  like  cartels,  but 
Americans  love  them  so. 
By  Dan  Seligman 
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Thomas  Sowell 

97  Point  of  View 

Steve  H.  Hanke 
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A  promise  tke  tootk  fairy  is  well  aware  of  tke  rate  of  inflation. 


A  promitn  not  to  make  too  mucn  fun  of  tne  way  you  talk. 


promise  tnere  wi 


tnere  will  always  he  a  little  sometnin^  under  your  pillow. 


We  Kelp  you  keep  your  promises.®  For  more  tlian  145  years,  people  across  America  have  relied  on  us  to  insure 
tkeir  lives  and  financial  future.  WitK  over  $130  billion  in  assets  under  management  and  excellent  ratings, 
MassMutual  and  its  sidisidiaries  kave  tke  financial  strength  to  Kelp  families  and  businesses  keep  tKeir  promises. 
To  learn  more,  or  for  career  opportunities  in  sales,  call  your  local  MassMutual  representative  or  1-800-272-2216. 
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©1997  Massachusetts  Mutual  Life  Insurance  Co.,  Springfield,  MA  01111     http;//www  massmutual.com 
Secunties  products  and  services  offered  tfirougfi  MML  Investors  Sen/ices.  Inc.,  a  MassMutual  subsidiary. 
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The  new  AS/400 CSCriCS.  Transformed  for  e-business. 

The  new  AS/400e  series  can  safely  transform  your  business,  taking  it  securely,  reliably 
and  quickly  onto  the  Net.  We've  advanced  the  design  to  encompass  the  latest  Web  tech- 
nologies: Lotus  Domino,  Java,  Netscape  and  more.  Powered  by  a  4x'  performance  boost  and 
supported  by  comprehensive  online  services,  AS/400e  can  help  your  business  evolve  into 
e-business.  To  find  out  more,  call  1  800 IBM-7777,  ext.  BA221,  or  visit  www.as400.ibm.com 


Solutions  for  a  small  planet" 


/.  Based  on  internal  IBM  lesls.  The  commercial  processing  workload  (CPW)  values  are  estimated  based  on  AS/400  CPU  workload.  The  CPW  workload  is  measured  on  maximum  configurations.  CPU'  values 
may  not  be  realized  in  all  environments.  IBM,  the  IBM  logo.  Solutions  for  a  small  planet,  AS/400  and  AS/400e  are  either  trademarks  or  registered  trademarks  of  International  Business  Machines  Corporation 
in  the  United  States  and/or  other  countries.  Java  is  a  trademark  of  Sun  Microsystems,  Inc.  Other  company,  product  and  service  names  may  be  trademarks  or  service  marks  of  others.  ©1997  IBM  Corporation. 
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The  next  stage  in  the  computet*  revolution.^ 


You'll  find  it  only  in  up-to-the-minute 
technical  dictionaries;  photonics.  It's  the  art 
of  using  photons  in  place  of  electrons.  Pho- 
tonics is  the  subject  of  our  cover  story  by 
Howard  Banks.  It's  not  a  topic  just  for 
techies.  Its  development  brings  much  closer 
the  day  when  the  home  screen  will  be  able 
to  perform  all  the  wonders  that  George 
Gilder  has  predicted  for  it  in  the  pages  of 
Forbes  and  elsewhere:  movies  on  demand; 
realistic  videophoning — not  the  jerky  stuff 
we  have  today;  videoconferencing  that  will 
make  it  possible  for  doctors  in  distant  loca- 
tions to  diagnose  patients  on  another  con- 
tinent in  real  time,  or  even  participate  in 
operations  at  great  distances.  Photonics 
facilitates  all  this  because  it  enables  com- 
puters to  communicate  with  computers  at 
far  faster  speeds  than  electronics  can. 

Here's  Howard  Banks  on  why  photon- 
ics will  change  our  lives:  "By  making 
people  more  productive,  computers  are  a 
major  reason  the  U.S.  economy  is  doing 
so  well.  This  improvement  is  happening 
with  most  computers  able  to  communi- 
cate at  best  at  33,000  bits/sec.  Who  can 
do  more  than  guess  what  it  will  mean 
when  those  computers  can  talk  easily  at 
megabits — and  later  at  gigabits  or  more." 
Banks,  a  15-year  Forbes  veteran,  is  cur- 
rently with  our  Europe  bureau.  "The  law 
of  the  photon,"  page  66. 

In  a  companion  story,  Toni  Mack  of  our 
Southwest  bureau  analyzes  Ciena,  a  recent 
IPO  that  is  one  of  the  few  pure  plays  on  pho- 
tonics. Does  a  brand-new  company  stand  a 
chance  against  giants  like  Lucent  and  Pirelli, 
who  are  also  hot  on  photonics.*  Why  not? 
New  businesses  require  new  ways  of  doing 
things.  Mack  says.  She  quotes  Stephen 
Alexander,  who  spent  1 3  years  as  a  photon- 
ics researcher  at  mit  Lincoln  Laboratory  and 
now  oversees  Ciena's  Transport  Products.  "A 
large  company  already  knows  how  it  wants  to 
do  things.  It  doesn't  care  to  know  how  I 
want  to  do  them."  "Communications:  the 
next  wave,"  page  70.  As  part  of  the  same  edi- 
torial package,  Nikhil  Hutheesing  writes 
about  the  last  major  obstacle  to  the  megabit 
living  room.  "The  last  furlong,"  page  72. 


Toni  Mack 


Nikhil  Huttieesing 
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BRIGHT  IDEAS  HELP  ENSURE 

hey're  looking  forward  to  a  world  of  wonders.  Of  opportunity.  A  world  in  which  all  things  seem  possible.  At 
•ayer  Corporation,  we  share  that  vision.  Our  goal  is  to  create  the  products  that  will  shape  a  brighter  future  for  all 
'Ur  children.  That's  why  our  Bayer  research  teams  continue  to  develop  ways  to  make  cars  safer,  longer-lasting  and 
nore  fuel  efficient.  And  why  we're  creating  superior  home  insulation  materials  that  save  energy  and  make  homes 

BRIGHT  FUTURES. 

nore  comfortable.  Bayer  crop  protectants  help  ensure  an  abundant  food  supply.  And  many  of  our  healthcare 
)roducts  are  now  working  to  wipe  out  some  of  today's  major  diseases.  We  make  over  8,000  products  and  spend 
)iIlions  of  dollars  in  research  every  year.  It's  part  of  Bayer's  commitment  to  put  a  world  of  innovation  to  work 
or  you— now  and  for  generations  to  come.  Because  a  brighter  future  is  something  we  can  all  look  forward  to. 
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EDITED  BY  DAVID  S.  FONDILLER 


Fast  track  to  where? 

Regional    trade    deals 
were  the  rage  in  the  early 
Nineties    as    the    world 
seemed  headed  for  three 
big    trading    blocs — in 
Europe,  Asia  and  the 
Americas.  Forbes 

warned  that  the  trend 
could  degenerate  into 
a  system  of  mutually 
exclusive  blocs  (Jan. 
7, 1991). 

Since  our  story,  the 
regional  trade  deals 
jumped  43%,  to  100.  Many  of  the 
new  agreements  involve  Eastern 
European  nations  and  have  been 
absorbed  by  the  European  Union. 
Now  the  U.S.  govern- 
ment is  seeking  "fast- 
track"  authority  to  get 
Chile  and  other  Latin 
American  countries  into 
the  North  American 
Free  Trade  Agreement 
(nafta),  broadening  the 
scope  of  this  regional 
alliance. 

While  these  pacts  do 
help  countries  open  their 
markets  to  one  another, 
they  also  create  a  tangled  a!*—  '-* 
web  of  tariff  and  other 
trade  barriers.  Could  we  be  heading 
for  a  new  form  of  protectionism  mas- 
querading as  free  trade?  Says  econo- 
mist Jagdish  Bhagwati  of  Columbia 
University:  "In  the  1930s  we  had 
preferences  and  discrimination  break- 
ing out  all  over  the  world  because  of 
protectionism.  Today  we  have  them 
breaking  out  because  of  free  trade 
areas!  It's  a  supreme  irony." 

Sacked  for  a  loss 

The  pro  football  season  is  under 
way,  but  where's  the  Canadian  Foot- 
ball League?  Three  years  ago  the 
league  said  it  would  have  teams  in  at 
least  a  dozen  U.S.  cities  by  this  year 
(Oct.  24,  1994). 

There  aren't  any  today.  Poor  atten- 
dance sacked  the  Birmingham,  Ala., 
Las  Vegas,  Memphis  and  Shreveport, 
La.  franchises.  The  most  successful 
U.S.  team,  the  Baltimore  Stallions, 
was  booted  out  of  its  stadium  when 
the  National  Football  League  relo- 


cated     the      Clevelanc! 
Browns  to  Baltimorl 
last  year.  The  last  U.Sl 
franchise,      the      Sai' 
Antonio  Texans,  thei 
folded,     unwilling     tcj 
travel  to  Canada  for  all  oi 
its  away  games. 
Top  Canadian  playerl 
may  soon   be   seen   herJ 
anyway.  The  CFL  just  got  i| 
$3  million  loan  from  the 
NFL  to  help  keep  it  afloat.  Ir 
exchange,  the  nfl  will  havt] 
the  right  to  take  some  of  the  best  CFll 
players.  Under  the  new  agreement: 
players'  contract-extension  option?'^ 
can  be  waived,  freeing  them  to  sigr> 
with  the  NFL.  -Ben  PappasI 


The  Baltimore  Stallions 

Drop-kicked  out  of  town  by  the  NFL. 

Wrong  call 

We  were  skeptical  about  a  new 
wireless  technology  known  as  code 
division  multiple  access  (cdma). 
Sprint  PCS  and  PrimeCo  were  count- 
ing on  the  then-unproven  technolo- 
gy^ to  bail  them  out  aft:er  betting  over 
$3  billion  on  wireless  licenses. 
"There's  a  lot  of  money  out  there 
riding  on  untested  technologies,"  we 
opined  (Dec.  18,  1995). 

Our  skepticism  notwithstanding, 
CDMA  has  caught  on  surprisingly  fast: 
About  half  of  the  personal  communi- 
cation service  providers  in  the  U.S. 
have  chosen  it  over  two  rival  sys- 
tems— a  European  technology 
known  as  GSM  and  time  dixision  mul- 
tiple access  (tdnl\),  championed  by 
AT&T.  By  2004  CDMA  is  expected  to 
have  45%  of  the  U.S.  mobile  phone 
market,  according  to  the  Yankee 
Group,  a  Boston-based  consultancy. 
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THE  FIRST  SIX  MONTHS 


PRODUCING   RESULTS 
FOR  OUR  CLIENTS  AND 
OUR  SHAREHOLDERS. 


•  $3.4  BILLION   IN   REVENUE 


•  $922  MILLION  IN  PROFIT  BEFORE  TAX 

•  18.6%   RETURN  ON   EQUITY 


DONE 


Credit  Suisse  First  Boston,  operating  in  its  new  form  since  January,  1997,  reported  business  unit 
results  for  the  six  months  to  June  30th  as  part  of  Credit  Suisse  Group's  results  announcement.  They 
are  what  you'd  expect  from  the  world's  first  truly  global  corporate  and  investment  banking  firm. 


I 


I 


CREDIT    FIRST 
SUISSE    BOSTON 


THE  GREATER  THE  RESOURCES,  THE  GREATER  THE  POSSIBILITIES. 


INCOME  STOCKS 
FOR  LOWER  RISK 


T.  Rowe  Price  Equity  Income  Fund,  one  of  our  most  con- 
servative stock  funds,  seeks  substantial  income  and  capital 
growth  over  time  with  reduced  risk.  The  fund  invests  in  divi- 
dend-paying stocks  of  established  companies.  This  dividend 
emphasis  offers  investors  three  important  advantages: 
reduced  volatility,  relatively  steady  income,  and  enhanced 
total  return  through 
the  reinvesting  and  com- 
pounding of  dividends. 

A  strategy  tiiat  lias  out- 
performed Lipper  and 
earned  Morningstar's 
higliest  rating.  The 

fund  has  consistently 
outperformed  its  Lipper 
Category  Average.  And,  it 


S40,000-i 
35,000- 

HOW  $10,000  INVESTED  6/30/87 
WOULD  HAVE  GROWN- 

B  Equity  Income  Fund                          j3g  259 " — j 

B  Lipper  Equity  Income  Funds                                    ^ 
Average                                                               ^B 

30,000- 

$31,124- "^fll 

25,000- 

20,000- 

15,000- 

10,000- 

dite 

-r        -.S         ■S'-l         '-Hi         "1           '-J2         -'M          ■-)-i         -)'-.          '.ir,     (■>, 

was  awarded  a  five-star  (*****)  rating  for  its  overall  risk- 
adjusted  performance  by  Morningstar.  The  fund  was  rated 
among  2,040;  1, 146;  and  622  domestic  equity  funds  for  the 
3-,  5-,  and  10-year  periods  ended  7/31/97,  respectively.** 

If  you  want  the  return  potential  of  stocks  but  would  hke  to 
reduce  your  exposure  to  the  ups  and  downs  of  the  market,  this 
fund  may  be  an  appropriate  addition  to  your  portfoUo.  Past  per- 
formance cannot  guarantee  future  results.  $2,500  minimum 
($1,000  for  IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-6591 

www.  troweprice.  com 


Invest  With  Confidence 

T.RoweR-ice 


'27.72%,  18.58%,  and  14.36%  are  the  fund's  average  annual  lolal  returns  for  the  1-,  5-,  and  10-year  periods 

ended  6/30/97,  respectively.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain 

distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at 

original  purchase. 

**Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  ;ls  of  7/.M/97.  These  ratings  may  change 

monthly  and  arc  calculated  from  the  fund's  3-,  5-,  and  10-year  average  annual  returns  in  excess  of  90-day 

Treasury  bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  rellects  fund  performance  below  90-day 

Treasury  bill  returns.  The  fund  received  5  stars  for  the  3-,  S-,  and  10-year  periods.  Ten  percent  of  the  funds  in  an 

investment  category  receive  5  stars. 

Read  the  prospectus  carefully  before  investing  T  Rowe  Price  Investment  Services,  Inc.,  Distributor.  eifo3T786 


Why  has  CDMA  taken  off>  Better 
sound  quality  and  higher  carrying 
capacity.  It  can  handle  at  least  three 
times  as  many  calls  as  competing 
technologies  and  uses  much  less 
power,  leading  to  better  service. 

Sprint  and  PrimeCo  are  moving 
ahead  'with  nationwide  plans  to  offer 
wireless  phones  with  paging  and 
voice  mail.  Sprint  has  already  rolled 
out  service  to  65  U.S.  cities.  Prime- 
Co  has  launched  service  in  20  cities. 
Looks  as  if  their  big  bets  are  paying 
off.  -Katherine  Bruce 

Felled  by  fibermania 

Our  skepticism  was  on  firmer  ground 
with  BroacLBand  Technologies,  a  maker 
of  systems  for  routing  voice  and  video 
over  fiber-optic  cable.  It  was  much 
hyped  as  a  winner  in  the  new  age  of 
interactive  TV  (Sept.  12,  1994). 

Over  the  past  year  BroadBand 
Technologies'  Nasdaq-traded  shares 
have  dropped  sharply  from  $21  to 
$9.63.  The  company,  based  in 
Research  Triangle  Park,  N.C.,  is 
spewing  red  ink:  It  lost  $17  million 
on  sales  of  less  than  $11  milhon  in 
the  first  half  of  this  year. 

Interactivity  has  become  impor- 
tant, but  what's  traveling  down  tele- 
phone lines  these  days  is  text,  data 
and  graphics  from  the  World  Wide 


BroadBand  cofounder  Salim  Bhatia 
Cool  idea,  but  Where's  the  market? 


Web,  not  movies.  Phone  companies 
simply  haven't  needed  BroadBand 
Technologies'  expensive  equipment 
to  bring  Internet  access  to  cus- 
tomers. The  lesson:  You  don't  make 
money  from  gee-whiz  technology; 
you  make  money  from  products 
that  the  market  is  ready  to  buy. 
-Julie  Pitta  ^ 
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cA„   CONNECTS   you  to  color  laser  technology  SO  ad 
beyond  prinnary  colors  to  capture  subtle  colors  o 
to  match.  Even  a  color  as  fleeting  as  Smoke.  It' 


laser  copiers  and  p^fftfefS,  call 
J[.800-OK-CANON  anytime.  Web 
site  http://www.usa.canon.com.     ^ 

Canon  Laser  Color.  Its  only  competition  is  reality. 


'  1997  Canon  U.S.A.  Inc. 


Catum 


ON  MY  MIND 


WHAfS  WORRYING  TOP  EXECUTIVES /EDITED  BY  KATAR2YNA  MORENO 


You  have  been  merged 

By  Luisa  Kroll 

Mergers  differ  from  marriages  in  that  there  is  seldom  a  honey- 
moon. Herewith,  some  useful  tips  from  senior  executives  who 
have  suffered  through  the  process.  On  one  thing  they  all  agree: 
Good  communication  among  the  partners  is  a  key  to  success. 


i,|Sk 


If  two  chief 

executives 

tiiinkthey 

can  share 

power, 

tiiey've  been 

reading 

too  much 

"Goldilocks 

and  the  Three 

Bears." 


Michael  Feuer, 
chief  executive, 
OfficeMax,  Inc. 


Michael  Feuer 

Founder  and  Chief  Executive  Officer 
OfficeMax,  Inc. 

In  most  acquisitions  there  is  a  winner  and 
a  loser,  even  when  the  companies  are 
both  the  same  size.  It  gets  down  to  three 
factors:  What's  the  name  of  the  com- 
bined company?  Where  are  the  head- 
quarters, and  who  gets  to  be  boss? 

When  I  make  an  acquisition,  I  typ- 
ically get  rid  of  the  top  management. 
If  two  chief  executives  believe  that 
they  can  share  power,  they  probably 
read  "Goldilocks  and  the  Three 
Bears"  one  too  many  times. 

The  number  one  way  people 
screw  up  these  deals  is  when  they 
make  promises  they  cannot  keep.  When  I 
bought  a  company  in  1992  called  Office 
Warehouse,  I  said  to  them:  "I  could  stand 
here  and  tell  you  that  everything  is  going  to 
be  wonderfiil,  but  the  reality  is  that  this 
merger  will  only  work  if  we  close  this  facility." 
Everybody  started  clapping. 

Why  did  they  clap?  Because  they  were 
smart.  Turns  out  this  company  had  other 
negotiations,  and  the  acquirers  came  in  and 
said  they  were  going  to  make  this  wonderful 
life  for  them,  but  no  one  believed  them.  They 
were  relieved  to  hear  the  truth. 

Stephen  Perbnan 

Founder 

WebTV  Networks  Inc. 

Microsoft  executive  Craig  Mundie  popped  the 

question  only  two  weeks  after  I  met  him.  It's 

weird  to  have  someone  ask  you  to  marry  so 

soon.  We  weren't  even  dating.  I  asked  if  I 

could  think  it  over.  "Wliile  you  are  thinking 

about  it,  Bill  would  really  like  to  meet  you," 

Mundie  told  me. 

Bill  Gates  tore  our  business  to  shreds  and 
challenged  everything.  A  couple  of  days  later 


Microsoft  said  they  wanted  to  buy  us. 

On  Easter  Sunday,  no  less.  Bill  called  me  at 
home  to  negotiate  the  closure,  [with]  my 
German  shepherd.  Solo,  barking  in  the 
background. 

I  think  other  people  who  really  want  to  be 
chief  executive  of  a  company  would  hate 
being  acquired  by  a  bigger  company.  But  we 
never  set  out  to  create  a  business.  We  set  out 
to  create  a  product  and  technologies.  We 
looked  at  the  Microsoft  offer  as  an  opportuni- 
ty to  get  more  of  our  product  out. 

I  kind  of  miss  the  adventure  of  being  on  my 
own,  but  as  a  startup  we  were  always  on  a 
tightrope  without  a  net.  Microsoft  is  nothing 
else  if  not  a  net. 

James  Sinegal 

Chief  Executive  Officer 
Costco  Cos.  Inc. 

A  merger?  I  don't  recommend  it.  It's  tough, 
even  though  Costco  and  Price  Club  [which 
merged  in  1993]  were  very  similar.  As  a 
matter  of  fact,  we  knew  one  another  very  well 
because  many  of  us  had  worked  together  in 
the  past. 
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As  I  See  It.  #36  in  a  series 
Howard  Schatz 
"Synchronized  Swimming" 
Underwater  Photography 


THE  BOLD  LOOK 

OKOHLER. 

Not  your  average  morning  routine,  is  it?  But  then  again,  the  KOHLER  Sym bio'" whirlpool  and  shower 
work  together  to  be  anything  but  average.  Designed  to  give  you  more  options  in  less  space  with  little 
effort.  And  there's  nothing  routine  about  that.  See  the  Yellow  Pages  for  a  KOHLER'  Registered  Showroom, 
or  call  1-800-4-KOHLER,  ext.  NXX  to  order  product  literature,  wvw/. kohlerco.com 

®1997byKohlerCo. 


ON  MY  MIND 


The  urge  to  merge 


$800 


M&A  volume  ($blllions) 


Number  of  deals  (thousands) 


'95  '97E 

Source:  Securities  Data  Co. 


Companies  are  spending  record  amounts  on  mergers  and  acquisitions. 


But  changing  things  always  becomes  diffi- 
cult. Oftentimes,  when  you  start  arguing 
about  whether  you  should  carry  Welch's  or 
Smucker's  grape  jelly,  that's  a  little  stupid.  But 
those  issues  become  real,  live  issues  because 
everyone  has  taken  ownership  of  their  various 
programs. 

In  retrospect  you  have  to  look  for  every 
potential  pitfall.  You  can't  assume  you  can 
negotiate  parts  later. 


If  s  a  little 
stupid  to 
sta]*t  arguing 
about 

whether  you 
should  carry 
Welch's  or 
Smucker's 
grape  jelly. 

James  Sinegal, 
chief  executive, 
Costco  Cos.  Inc. 


Richard  Maybin 

Senior  Vice  President 
Conseco,  Inc. 

My  own  experience  with  being  merged  was  as 
uncomfortable  as  it  gets.  I  was  at  the  acquired 
company.  It  was  not  a  pretty  picture.  It  was 
obvious  that  there  were  jobs  that  were  going 
to  be  eliminated,  but  nobody  told  us  if  it  was 
going  to  affect  us. 

"Just  tell  me  what  my  severance  was  going 
to  be  and  I  could  go  deal  with  it,"  I  said  to 
myself  I  learned  then  that  any  certainty  is 
better  than  uncertainty. 

Now,  I  did  not  get  downsized.  But  it  was 
more  uncomfortable  for  me  in  many  ways 
than  it  was  for  some  of  the  people  that  got 
severed.  That's  because  I  had  to  deal  with  a 
group  of  people  for  whom  I  felt  responsible, 
and  I  wasn't  getting  the  right  answers  out  to 
them  on  a  timely  basis.  The  moral  is — if  you 
merge,  try  to  minimize  uncertainty. 

Ronald  Cooper 

Executive  Vice  President  of  Operations 
MediaOne 

When  we  announced  the  merger  [of  Conti- 
nental Cablevision  and  U  S  West  Media 
Group],  we  went  into  a  very  intensive  internal 
communications  mode. 

We  decided  to  treat  all  our  employees  as  a 
market  segment  that  needed  information  to 
feel  comfortable  with  the  changes  that  were 
going  to  take  place. 


Ibny  Dalton 

Vice  Chairman 

Saatchi  &  Saatchi  North  America 

If  you  acquire  someone,  you  suddenly  own 
each  other  and  are  complete  partners.  There  is 
no  way  out  of  it.  That's  scary.  We  are  taking  a 
more  imaginative  approach.  Instead  of  buying 
companies,  we  create  strategic  alliances. 

We  are  in  that  process  now  with  a  direct 
marketing  company.  It  isn't  the  cheap  way, 
but  it  means  we  can  first  work  alongside  them 
and  see  how  it  works  out  before  we  decide  it 
makes  sense  to  merge  fiilly. 

Milan  Panic 

Chairman  and  Chief  Executive  Officer 

ICN  Pharmaceuticals,  Inc. 

When  buying  a  company,  we  try  to  keep  top 

management.  I  always  say  I  should  be  able  to 

train  bears  to  dance. 

Once  we  buy  a  company,  a  special  team 
goes  to  the  acquired  company  to  communi- 
cate the  culture  of  ICN,  the  work  ethic,  the 
accounting  standards,  corporate  governance 
standards.  Then  we  start  to  integrate  the  man- 
agement— [managers  at]  the  vice  president 
level  come  to  the  U.S.  for  at  least  a  year. 

Daniel  'Tellep 

Retired  Chief  Executive  and  Chairman 
Lockheed  Martin  Corp. 

Some  people  say  that  one  company's  got  to 
be  on  top.  I  disagree  with  that.  We  really  did 
see  this  [the  merger  of  Lockheed  and  Martin 
Marietta]  as  a  merger  of  equals. 

I  probably  knew  Norman  Augustine  at  least 
15  years  before  the  merger.  I  wanted  to  meet 
throughout  the  negotiations,  just  the  two  of 
us.  One  evening  Norm  and  I  met  in  my  hotel 
room  to  decide  who  was  going  to  be  chair- 
man and  chief  executive,  and  who  president.  I 
had  seriously  been  considering  retiring  a  bit 
earUer,  and  I  knew  that  he  was,  too,  even 
though  we  couldn't  say  anything  publicly.  So 
I  said,  "Norm,  makes  no  difference  to  me." 
And  he  said,  "It  makes  no  difference  to  me 
either."  I  was  older  than  Norm,  so,  from  the 
standpoint  of  age  before  beauty.  Norm  said, 
"You  start  out,  and  I'll  follow  you."  We  were 
in  the  same  cockpit  from  day  one.  Hi 


What's  on  your  mind? 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd 
like  to  know  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 
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The  Intel  Pentiurhll  processor. 


It's  the  most 
powerful 
Intel  processor 
available  today  and  it  was  designed 
with  both  your  current  and  future 
computing  needs  in  mind.  So.  not  only 
do  you  get  greater  performance  from 
traditional  business  software,  but 


It  works  as  hard  as  you  do. 


)   you  also  get  the  power  for  advanced 

Uj-jg^  applications  like 

P^'i^'S       e-commerce  and  video 

conferencing.'  Most 

important,  you  get  the 

pentium"']!    headroom  you  need  to 


\ 


maintain  long-term  mvestment 
protection  as  your  computing 

needs  evolve.  The  new  Pentium®  II 

processor.  It  works  as  hard  as  you 

do.  To  find  out  more, 

visit  our  Web  site. 


iny 


»>  www.intei.com/Pentiumn  |    Jhc  Computer  Inside.'" 


O  1997  Inwl  Corporaiion  ".As  compared  to  Penlium*  processor-based  systems  running  al  Ihe  same  speed 
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Hmmm.  The  fish  in  this  pond  are  a  little  bi 
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Emerging  markets  -  who  knows  what  perils  may 
be  lurking  there? 

Uncertain  regulatory  climates.  Political  risks. 
Cross-border  finance  and  tax  implications.  The 
way  is  often  uncertain,  the  waters  turbulent. 

Take,  for  example,  InterGen's  $210  million 
TermoEmcali  gas-fired  power  generating  facility  in 
Colombia.  The  project  was  fraught  with  uncertainty, 
and  hip-deep  in  regulatory  complexity. 

Dresdner  Kleinwort  Benson  took  the  initiative, 
shaping  a  bold  new  approach  to  financing. 

In  a  surge  of  precedents,  we  introduced  the  first 
Rule  144A-financed  power  project  in  Colombia.  We 
were  also  instrumental  in  combining  a  number  of 
project  credit  facilities,  along  with  the  longest-term 
project  bond  issued  in  Colombia  to  date. 

Additionally,  we  provided  a  standby  commit- 
ment to  bridge  the  144A,  a  reassurance  that 
financing  would  be  available,  despite  the  unpre- 
dictability of  some  Latin  American  markets. 

These  innovations  generated  enough  investor 
confidence  to  move  the  project  forward.  Enough 
money  to  see  it  through.  And  enough  flexibility  to 
maintain  a  clear  course  through  the  changing 
regulatory  environment. 

Dresdner  Kleinwort  Benson;  In  emerging 
markets,  we  can  make  the  difference.  Between 
success  -  and  becoming  part  of  the  food  chain. 
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O   Dresdner  Kleinwort  Benson 


■  iWlliJ^JKyrill 


readers@forbes.com 


Disney  on  the  carpet 

Sir:   Re   "Why  Mickey  isn't  doing 

much  talking  these  days"  (Au0.  25, 

p.  45).  Why  have  Disney's  animation 

revenues  fallen?  With  The  Lion  King, 

we   saw  the   debut   of  scatological 

humor.    Next,    Pocahontas  brought 

us    a   politically   correct   rewriting 

of     history.     Then      The 

Hunchback   of  Notre 

Dame  and  Hercules 

gave    us    insecure 

heroes  who  "just 

want  to  belong." 

The    public    has 

better      artistic 

sense  than 

today's  Disney 

gives        them 

credit  for. 

-Dana 

honeycutt 

San  Die£o,  Calif. 

Sir:  You  make  reference  to  a  previous 
article  ("Mickey  Mouse,  CPA,"  Mar. 
10,  p.  42)  in  which  you  criticize  the 
company's  accounting  practices  sur- 
rounding its  acquisition  of  ABC.  You 
state  that  "pro  forma  earnings  are  fic- 
tion." Far  from  fiction,  the  results  are 
very  useful  to  investors  in  assessing 
the  combined  companies'  operating 
potential.  You  also  criticize  use  of 
purchase  price  accounting,  which  dic- 
tates that  companies  revalue  acquired 
assets  and  Habilities  as  of  the  date  of 
acquisition.  Disney  used  an  indepen- 
dent expert.  Price  Waterhouse,  to 
perform  this  valuation. 
-Richard  D.  Nanula 
Chief  Financial  Officer 
Walt  Disney  Co. 
Burbank,  Calif. 


Keep 


them  on  the  hook 

Sir:  Re  "The  newest  American  enti- 
tlement" (Sept.  8,  p.  113).  I  can't 
believe  you  let  the  courts  off  the 
hook  so  easily  for  the  rapid  increase 
in  bankruptcies.  Blaming  lenders  for 
this  is  like  blaming  supermarkets  for 
people  being  overweight.  The  Sears 
case  you  mentioned  is  a  perfect  exam- 
ple. In  allowing  bankruptcies  of  Sears 
customers,  the  courts  said  that  these 
people  had  no  means  to  pay  rheir 
bills.  Yet  they  did  pay,  after  ^omc 
effort  by  Sears.  By  discharging  debt 
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so  easily,  the  courts  bear  much  blame 
for  the  surge  in  bankruptcies. 
-Russell  Fortney 
Odenton,  Md. 

Why  I  do  the  laundry 

Sir:  Re  "Information  overload"  (On 
My  Mind,  Sept.  22,  p.  18).  So  Robert 
Lieber  believes  women  would  never  , 
give  up  doing  the  laundry  because  it 
"fiiMls  a  whole  emotional  need"?  Get 
real.  The  need  that  doing  the  laundry 
fiilfiUs  is  the  need  for  clean  clothes. 
-Wendie  Feinberg 
Miami,  Fla. 

Billophobia 

Sir:  Re  "Bill  Gates  and  the  Billo- 
phobes"  (Sept.  8,  p.  186).  Calling 
Gates  the  great  white  whale  and 
anyone  opposing  him  Captain  Ahab 
misreads  Moby-Dick.  Ahab  represents 
obsession,  a  win-at-any-cost  mindset. 
At  which  end  of  the  harpoon  does 
that  place  Gates  now? 
-Arthur  Rubin 
Honolulu,  Hawaii 

An  insidious  bill 

Sir:  Re  "Outrageous"  (Fact  &  Com- 
ment, Sept.  22,  p.  27).  Thanks  for 
alerting  readers  to  the  law  requiring 
doctors  who  treat  a  Medicare-eligible 
patient  without  billing  Medicare  to 
sign  an  affidaxdt  that  they  will  not  treat 
a  Medicare  patient  again  for  the  next 
two  years.  It  makes  private  medicine 
all  but  impossible,  under  penalty  of 
fines  and  possible  imprisonment.  This 
evil  must  be  repealed  before  it  takes 
effect  on  Jan.  1. 
-Don  Michel 
Anna,  111. 

Sir:  The  U.S.  medical  situation  was 
already  in  the  toilet,  but  now  the  go\'- 
ernment  wants  to  push  the  flush  lever. 
This  law  will  force  private  physicians 
into  early  retirement  and  the  brightest 
of  our  youth  to  look  to  other  fields. 
-Adam  Johnston 
Nashville,  Tenn. 


Sir:  I  have  been  treating  Medicare 
patients  for  cash  without  filing 
Medicare  claims  for  years.  I  do  not 
intend  to  stop.  If  the  government 


receives  no  forms,  how  will  it  know 
that  a  beneficiary  received  care  from 
me?  And  the  feds  can't  seize  my  med- 
ical records.  They  are  all  computerized 
and  encrypted. 

-Anthon\'  a.  Cassens,  M.D. 
Los  An£ieles,  Calif. 

Raise  taxes  on  the  poor 

■  Sir:  Re  "The  new  outcasts"  (Au£.  25, 
p.  52).  I  was  surprised  to  read  your 
defense  of  poor  smokers.  Since  we 
wind  up  paying  for  the  health  prob- 
lems of  smokers  through  insurance 
rates,  any  device  causing  someone  to 
quit,  including  price  increases  through 
taxes,  is  acceptable.  Poor  smokers  gain 
twice:  improved  health  and  saved  cash. 
-Ronald  J.  Nardozza 
Portland,  Ore. 

What  does  Buffett  thinks 

Sir:  Re  "Is 
Warren  Buffett 
zeroing  out?" 
(Sept.  8,  p.  44). 
Your  sugges- 
tion that  Buf- 
fett's  move  into 
long  Treasurys 
may  be  a  bet 
on  a  market  top 
stems  from  the 
belief  that  a 
^^^H  sharp  decline  in 

long-term 
interest  rates  would  be  caused  by  a 
recession,  or  at  least  a  slowdown. 

The  reverse  may  be  true.  Falling 
rates  correspond  with  expectations  of 
falling  inflation.  This  makes  sense.  A 
prudent  lender  would  require  less 
compensation  for  the  smaller  loss  of 
purchasing  power  on  the  funds 
returned  to  him.  And  falling  inflation 
is  more  closely  related  to  a  strength- 
ening economy  than  to  a  weakening 
one.  Since  Bush's  presidency  the 
economy  has  picked  up  and  both 
inflation  and  long-term  rates  have 
fallen. 

Buffett's  move  to  zeroes  may  be  a 
way  of  betting  on  continued  strength 
in  the  U.S.  economy. 
-Lance  W.  Vitanza 
San  Diejfo,  Calif.  !■ 

For  more  letters  point  your  browser 
to  www.forbes.com/readers. 
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Warren  Buffett 
The  power  of 
zeroes. 


large  W(k)  plan  sefvlce  pfovi«R 


Products  and  services  provided  by  Connecticut  General  Life  Insurance  Company,  CIGNA  Investments,  Inc.,  and  other  operating  subsidiaries  of  CIGNA  Corporation. 


I 


Read  any  good  investment  strategies  lately?  The  choices  can  be  daunting,  especially  when   , 

you're  making  them  for  your  employees.  Unless,  of  course,  you  know  someone  who         ' 

can  help.  Someone  who  offers  a  comprehensive  array  of  top  rated  investments  for  your  company's 

401  (k)  plan.  Someone  who  actively  monitors  those  selections.  And  someone  who  just  happens 

to  be  ranked  #1  in  client  service.*  That  someone  is  CIGNA.  For  details,  k 

k  call  1.800.997.6633.  You'll  find  it  a  very  rewarding  exercise.  I 


t 


Cigna  Retirements 
Investment  Services 

A  Business  of  Cut  iii^^. 


i\^i  hi. coin/ret 


mum 


p  OT  luxury. 
Seat  of  power. 


The  Mitsubishi  Diamante  strikes  a  diplomatic  to  provide  stunning  silence.  And  the  list  of 
balance  between  elegance  and  strength.  With  luxuries  is  equally  impressive,  with  a  multi- 
the  largest  V6  in  its  class*  The  Mitsubishi  Diamante,  adjustable  driver's  seat,  a 
and  a  transmission  that  will  learn  Built  For  Living.  6-speaker  audio  system,  fully- 
your  driving  style,  acceleration  is  outstanding.  automatic  climate  control  and  an  anti-theft 
Advanced  sound  insulation  combines  with  one  security  system.  The  Mitsubishi  Diamante, 
of  the  most  aerodynamic  designs  in  its  class        superb  seating  for  a  command  performance. 


The  Interior  is  always 
comfortable,  thanks 
to  a  fully-automatic 
climate  control  system! 


The  refined  3.5-liter, 
210-horsepower  V6  is 
strong,  smooth  and 
remarkably  efficient. 


A 


MITSUBISHI 
DIAMANTE 


Built    For    Living." 


For  the  dealer  nearest  you  or  a  free  brochure,  call  1-800-55MITSU.  Or  visit  our  web  site  at  www.mitsucars.com 

•Class  includes  1997  import  near-luxury  sedans  priced  under  $40,000.  tinset  photo  shows  vehicle  with  optional  Luxury  Convenience  Group. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


STOP  PLAYING  ''LET'S  PRETEND"  WITH  ARAFAT 


You  C\n't  H.\\T  peace  unless  all  parties  want  peace. 
That  axiom  should  be  hammered  home  to  the  White 
House  and  to  American  diplomats  dealing  with  the 
Israeli- Palestinian  situation. 

Secretary  of  State  Madeleine  Albright  is  more  realistic 
about  the  motives  and  activities  of  ^^^^^^^^^^_ 
PLO  leader  Yasir  Arafat  than  are  her 
predecessor  or  her  boss.  But  U.S. 
policy  is  still  hampered  by  a  collecti\e 
turning  of  a  blind  eye  to  the  obstacles 
Arafat  poses  to  a  general  settlement. 

The  PLO  has  never  formally  repu- 
diated the  Israel-must-be-destroyed 
section  of  its  charter.  Since  the  Oslo 
peace  accords  of  1993,  Palestinian 
terrorist  attacks  against  Israelis  have 
increased  several-fold.  Yet  the  Jewish 
State,  particularly  since  last  year's 
election  of  Benjamin  Netanyahu  as 
Prime  Minister,  is  usually  cast  as  being  somehow  respon- 
sible for  the  peace  process'  faltering — even  though  it  has 
carried  out  wrenching  troop  withdrawals. 

The  fact  is  that  today  all  but  a  handful  of  Palestinians 
live  under  the  jurisdiction  of  Arafat's  governrqent.  The 
real  question  remaining  concerns  the  partitioning  of 


Deja  vu:  Arafat  yet  again  promises 
Americans  he  will  crack  down  on  terrorism 


empty  West  Bank  land.  Arafat  figures  that  a  hard-line 
approach  will  lead  the  U.S.  and  others  to  pressure  Israel 
into  giving  the  Palestinians  most  of  that  real  estate,  as  well 
as  redividing  the  City  of  Jerusalem. 

The  U.S.  position  must  be  clear.  We're  not  going  to 
_______^^^^^_     impose  a  PLO-tilted  peace  settlement. 

Arafat  should  clearly  understand  that 
he  must  negotiate  in  good  faith  with 
the  Israeli  government;  we're  not 
going  to  help  him  win  concessions.  He 
should  be  blundy  told  diat  Israel  must 
have  the  tools  and  mechanisms  in 
Palestinian  territory  to  deal  effectively 
with  terrorism  since  Palestinian  author- 
ities have  murderously  demonstrated 
an  unwillingness  to  do  so.  PLO  apolo- 
gists will  claim  that  such  a  provision 
would  be  an  insufferable  violation  of 
Palestinian  sovereignty.  But  realistical- 
ly, without  such  safeguards  there  will  be  no  real  settiement. 
The  PLO  record  demonstrates  that  it  is  not  reconciled 
to  the  existence  of  a  vibrant  and  secure  Israel.  Moderate 
Palestinians  are  still  systematically  killed.  Genuine  peace 
will  never  come  until  the  Palestinians  truly  accept  the  real- 
ity of  Israel. 


MALPRACTICE  BILL 


The  Cunton-Gore  Administration  is  proposing  a 
breathtaking  assault  on  the  sanctity  of  your  medical 
records.  If  the  White  House  has  its  way,  this  sensitive  infor- 
mation will  have  fewer  safeguards  from  government  inves- 
tigators than  do  your  activities 
with  banks,  video  rental  stores, 
cable  television  and  E-mail. 

This  legislation  would  permit 
federal  and  state  prosecutors 
and  police  officials  to  obtain 

health  information  without  patient  consent  or  court 
re\iew.  Even  worse,  this  information  could  be  used,  more 
or  less,  as  those  officials  saw  fit. 

Clintonites  claim  that  tears  of  such  broad  access  to  med- 
ical records'  being  abused  are  overblown.  This,  from  the 
same  crowd  who  said  that  their  illegally  having  some  900 


Clinton  Would  Broaden  Access 
Of  the  Police  to  Medical  Records 


FBI  files  on  Republicans  was  just  a  bureaucratic  snafii. 
Our  Founding  Fathers  were  rightflilly  disdainflil  of  such 

a  "trust  us"  attitude  from  government,  which  was  why 

they  worked  so  hard  to  diffiise  power  and  establish  checks 

and  balances.  One  Clinton- 
Gore  cabinet  officer.  Secretary 
of  Health  and  Human  Services 
Donna  Shalala,  derisively  pro- 
posed that  if  any  patient 
thought  he  had  been  damaged 

by  such  a  wholesale  disclosure,  he  could  file  a  lawsuit.  No 

wonder  the  trial  bar  loves  Bill  Clinton. 

Congress  should  brush  aside  this  White  House  assault 

on  our  civil  liberties  and  instead  pass  one  of  several  bills 

that  would  impose  effective,  realistic  restrictions  on  access 

to  our  health  records. 


-THh  Nhw  Y(1Rk  Times 
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DEADLY  QUESTION 


In  November  Oregon  voters  will  have  the  chance  to 
repeal  a  ballot  initiative,  narrowly  passed  three  years  ago, 
that  legalizes  assisted  suicide.  They  should  do  so. 

The  1994  measure  has  been  held  up  by  court  chal- 
lenges, with  no  sanctioned  suicides  having  taken  place. 
Fortunately,  Oregon  physicians  and  voters  are  taking  a 
harder  look,  going  beneath  superficial  appeals.  The 
Oregon  Medical  Association,  neutral  in  1994,  has  come 
out  foursquare  against  the  practice.  Proponents  portray 
assisted  suicide  as  a  humane  way  to  deal  with  people  who 
are  suffering  excruciating  pain  from  a  deadly  illness.  Actu- 
ally, this  is  the  first  step  to  euthanasia. 

The  issue  of  relieving  pain  should  be  separate  from  that 
of  suicide.  In  Oregon  medical  practitioners  have  finally  real- 
ized that  they  are  not  doing  enough  to  relieve  patients'  suf- 
fering. Doctors  are  recognizing  that  often  those  who 
request  suicide  are  suffering  from  depression  and  are  not 
taking  all  their  medication.  They  are  not  in  sound  enough 
mind  or  body  to  make  such  an  irrevocable  decision. 


Assisted  suicide  would  turn  doctors  from  healers  into 
killers.  It  would  undermine  a  basic  principle  of  American] 
law,  which  is  to  protect  the  weakest  among  us.  The  prac- 
tice would  destroy  the  concept  of  mutually  supporting  one| 
another  in  times  of  need.  Patients  would  be  made  to  feel; 
guilty  for  fighting  on.  Society  would,  in  fact,  be  telling 
them  that  they  are  selfish  for  consuming  medical  resources: 
that  might  be  better  used  elsewhere.  Exhausted  relatives 
watching  a  lingering  death  would  add  to  the  guilt.  And 
greedy  ones,  of  course,  would  urge  a  speedier  end. 

Deadly  abuses  would  proliferate.  HMOs  would  see  the 
practice  as  a  way  of  cutting  costs. 

In  the  Netherlands,  where  euthanasia  is  unofficially 
sanctioned,  thousands  of  patients — without  having  given 
their  consent — have  been  killed  by  doctors. 

Almost  everyone  at  some  point  faces  an  abyss-like  crisis. 
Society  would  be  stronger,  healthier  and  happier  if  the 
ethos  were  to  help  those  in  need,  and  you,  in  turn,  would 
be  helped  when  you  were  in  need. 


IMPERMISSIBLE 


Los  Angeles  has  passed  an  ordinance  requiring  writers 
and  artists  to  get  permits  if  they  wish  to  work  out  of  their 
homes.  The  city,  of  course,  wants  to  levy  a  special  tax.  If 
the  writers  don't  pay  the  tax,  presumably  the  city  will 
padlock  their  PCs.  Painters  will  have  to  surrender  their 
paints  and  brushes;  sculptors,  their  chisels. 

No  other  major  city  has  such  a  license.  But  L.A.  now 
believes  it  has  the  authority  to  enter  someone's  domestic 


premises  without  a  warrant  to  make  sure  no  one  is  creat- 
ing without  the  knowledge  and  blessing  of  City  Hall. 

Not  surprisingly,  various  groups  are  filing  suit  against 
this  attempt  to  regulate  authors  and  artists.  It  is  a  bit  of  a 
surprise  that  L.A.,  where  entertainment  is  such  a  major 
business,  would  enact  such  an  ordinance.  But  it  wouldn't 
be  the  first  time  that  governments  have  tampered  with  the 
geese  that  lay  their  economic  eggs. 


THREE-DIMENSIONAL  WHODUNNIT 

When  the  Sacred  Ginmill  Closes — by  Lawrence  Block     master  mystery  writers  such  as  Ross  Macdonald. 


(Avon  Books,  $5.99).  Recommended  by 
American  Heritage  Editor  Richard  Snow,  this 
book — a  noveUstic  mystery  that  flows  as  smooth- 
ly as  the  booze  that  our  going-down-and-out 
detective,  Matthew  Scudder,  drinks  too  much 
of — met  expectations. 

The  protagonist  is  a  drifting  former  cop  who 
stumbles  onto  a  couple  of  cases,  including  a 
murder.  Characters  are  well-developed;  dialogue 
has  a  Hemingway-like  pace;  and  the  narrator's 
tone  has  the  down-to-earth,  no-nonsense  feel  of 


Excerpt:  "Kee£ian's  betting  horses  on  the  basis  of 
their  names.  There's  this  plater,  Jill  the  Queen, 
hasn't  won  anything  since  Victoria  was  the  queen, 
and  Kee£ian  remembers  this^irl  named  Jill  he  had 
this  mad  passion  for  in  the  sixth  ^rade.  So  of  course 
he  bets  the  horse. " 

"And  the  horse  wins." 

"Ofconrst  the  horse  wins. " 

Excerpt:  While  he  was£fone  I  looked  at  my  ear 
drawings.  Ears  really  do  look  different.  The  thin^  is 
you  have  to  train  yourself  to  notice  them. 


RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunninffham  and  Tom  Jones. 


The  Sign  of  the  Dov^-1 1 10  Third  Ave.,  at  65tii  St. 
(Tel.:  861-8080).  The  setting  is  gorgeous,  and  the  food  is 
tops.  Try  lobster  salad  with  basil  creme  fraiche,  osetra  caviar 
with  scallion  blini,  roast  loin  of  venison,  or  roast  Adantic  cod. 
Desserts  and  service,  however,  aren't  what  they  should  be. 

Balthazar— 80  Spring  St.  (Tel.:  965-1414).  Lots  of 
energy,  noise  and  buzz.  But  don't  confuse  good  buzz 
with  good  food.  A  chevre  and  onion  tarte — light  on  top 
and  sodden  on  the  bottom;  braised  beef  ravioli — heart)' 
but  heavy-handed.  Go  for  the  energy,  not  for  the  food. 

•  Molyvos — 871  Seventh  Ave.,  near  56th  St.  (Tel.: 
582-7500).  Casual  new  restaurant  from  the  team  that  pro- 
duced Oceana.  Creative  menu  based  firmly  in  Greek  tradi- 
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tion.  Boasts  such  delicious  treats  as  chicken  soup  finished 
with  lemon  and  diU;  stuffed  baby  eggplant;  steamed  salmon 
wrapped  in  grape  leaves;  exquisite  moussaka.  Attractive  set- 
ting, professional  service  and  reasonable  price  tag. 

•  Rain— 100  West  82nd  St.  (Tel.:  501-0776).  The 
space  is  open  and  attractive;  the  crowd,  young  and  hip. 
The  food  is  good  and  innovative  Asian.  A  green  papaya 
salad  and  a  grilled  marinated  New  York  sirloin  were  espe- 
cially tasr\'.  A  good  place  to  go  and  have  fun. 

•  Blue  Water  GriU— 31  Union  Square  West  (Tel.:  675- 
9500).  Delightfijlly  unique  menu,  featuring  fish.  It's  a 
bistro,  with  enough  space  to  house  a  Broadway  musical.  Tr}' 
the  soft-shell  crab  sandwich— imaginative  and  heavenly. Hi 
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Ciba  Specialty  Chemicals 
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ba  Specialty  Chemicals  is  rising  to  the  challenge. 


V  day  we  transform  products  and 
tdnces  into  thousands  of  applications 
Idwide.  Now  we've  transformed 
elves  into  an  exciting  new  breed  of 
ipany. 

\  every  natural  evolution  it  has 
pened  with  good  reason.  Ciba  Specialty 
mi(;als  has  developed  to  anticipate 
meet  customers'  changing  needs,  now 
into  the  next  century.  We  are  already 
crating  sales  in  117  global  markets, 
we're  looking  even  further  afield, 
new  company  is  flexible,  agile  and 


quick  to  react.  By  specialising  in  five  key 
areas  of  expertise,  we  will  constantly 
deliver  the  brightest  solutions  to  every 
fresh  challenge. 

We're  investing  more  and  more  in 
research  and  development  so  expect  to 
see  ever  greater  heights  of  innovation 
wherever  you  see  the  sign  of  the 
butterfly. 

For  more  information  on  the  company 
that's  transforming  the  specialty  chemicals 
sector,  fax  +  1  914  785  2211  or  visit  our 
Website  at  http://www.cibasc.com 


Ciba 


Value  beyond  chemistry 


Other  Comments 


Mir.  Congeniality 

The  vtry  thing  that  makes   [Bill 
Clinton]  so  popular  is  that  nobody's 
listening  to  what  he's  saying. 
-Stephen  Hess,  Brookings 
Institution,  in  Reason  magazine 

Sick 

In  an  effort  to  assist  investigations 
into  suspected  medical  and  insurance 
fraud,  [the  Administration's  medical 
privacy  proposal]  would  grant  police 
broad  access  to  medical  records,  with 
scant  restrictions  on  how  the  infor- 
mation gets  distributed  and  used. 

Law  enforcement  agencies  would 
not  be  required  to  get  court  orders 
or  to  notify  patients  when  they  seek 
medical  records,  which  could  then 
be  used  against  these  patients  in 
investigations  or  prosecutions. 

Existing  law  allows  law  enforce- 
ment authorities  to  obtain  health 
information  without  patient  consent 
or  court  review.  The  mystery  here  is 
why  Health  and  Human  Services 
Secretary  Donna  Shalala  would  pass 
up  an  opportunity  to  change  that. 
Creating  stronger  protections  for 
medical  privacy  is  supposed  to  be  the 
whole  point  of  this  exercise. 
-New  York  Times  editorial 

What  About  English.^ 

U.S.  Secretary  of  Education  Richard 
W.  Riley  said  today  that  American 
students  have  made  good  progress  in 
math  and  science  performance  since 
the  landmark  A  Nation  at  Risk 
report  was  released  in  1984,  but  he 


noted  that  there  is  still  much  room 
for  improvement. 

"The  results  of  these  tests  tell  us 
that  are   [sic]   nation's   schools  are 
consistentiy  doing  a  better  job  in. 
teaching  math  and  science  at  every 
age  level  tested,"  said  Riley, 
-from  a  press  release  issued  by  the 
U.S.  Department  of  Education 


The  sound  bite  is  the  ultimate  in 
making  every  word  tell.  It  is  the 
very  soul  of  compactness.  Brevity  is 
not  enough.  You  need  weight. 
Hence  some  sound  bites  qualify  for 
greatness:  F.D.R.'s  "The  only  thing 
we  have  to  fear  is  fear  itself'  or 
Reagan's  "Tear  down  this  wall." 
Others — "a  bridge  to  the  21st  cen- 
tury"— are  just  short  and  gaseous. 
-Charles  Krauthammer,  Time 

Hidden  Agenda 

The  stomach-churning  photographs 
of  Yasir  Arafat  hugging  Abdel  Aziz 
Rantisi,  a  leader  of  Hamas,  and  ap- 
plauding others  who  have  called  for 
the  destruction  of  Israel  are  the  man- 
ifestation of  a  new  calculation  Arafat 
wants  the  world,  especially  Washing- 
ton, to  understand:  He  has  nothing 
to  gain  from  cooperating  with  Israeli 
Prime  Minister  Benjamin  Netanyahu. 
But  with  Arafat  things  are  rarely  as 
simple  as  they  seem.  If  you  are  a 
Hamas  or  Islamic  Holy  War  leader,  you 
ha\'e  to  watch  those  hands  patting  you 
on  the  back.  You  have  to  wonder  if 


HO 
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"He  appears  to  have  eaten  some  homework." 


Arafat  is  embracing  you  to  join  forces.! 
or  to  get  close  enough  to  smother  you.l 
-Jim  Hoagland,  Washington  Post 

Legendaiy  Liars 

So  FAR  there's  been  at  least  three  guys| 
assured  me  they  were  there  when  [the! 
robbery  at  Morrissey's]  happened,! 
and  I  was  there  and  can  swear  for  aj 
fact  that  they  weren't.  I  thought  it  was  I 
exciting  enough  the  way  it  went! 
down,  but  I  guess  it's  a  lot  more  dra-  j 
matic  when  you're  not  there.  Well,  ten] 
years  after  the  19 1 6  Rising  they  say  it  I 
was  hard  to  find  a  man  in  Dublin  who  I 
hadn't  been  part  of  it.  That  glorious  ] 
Monday  morning,  when  thirty  brave 
men  marched  into  the  post  office  and  I 
ten  thousand  heroes  marched  out. 
-When  the  Sacred  Ginmill  Closes, 
by  Lawrence  Block 

No  Simple  Solution 

In  an  American  Journal  of  Psychiatry 
article,  Nov.  1996, 94%  of  Oregon  psy- 
chiatrists were  not  ver}'  certain  they 
could  tell  when  depression  or  other 
psychiatric  disorder  was  impairing  the 
judgment  of  patients  requesting  suicide. 
Katherine  Foley  from  Sloan-Ketter- 
ing  said  in  January's  New  England 
Journal  of  Medicine  that  doctors  do 
not  know  enough  about  suffering, 
about  their  patients  or  about  them- 
selves to  offer  suicide  as  a  treatment. 
The  public  has  idealized  doctors.  We 
must  let  them  know  we  do  not  ha\'e  the 
perfect  answer  to  the  problem  of  dying. 
-N.  Gregory  Hamilton,  M.D., 
Pordand,  Ore.,  addressing  the 
Oregon  Medical  Association 

Sexier  Than  a  Great  Tan 

Students  at  New  York  schools  find 
summer  internships  with  brokerage 
firms  through  the  Student/Sponsor 
Partnership,  a  program  to  reach  cit\' 
youths.  Melissa  Martinez,  16, 
[worked]  on  the  19th  floor  at  Chase 
Manhattan  Bank — as  her  classmates 
[spent]  summer  days  at  the  beach. 
"They  all  say,  'Whoa,  you're  on  Wall 
Street,  girl,'  "  [said]  Ms.  Martinez. 
-Carl  Quintanilla, 
Wall  Street  Journal  ^M 
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Willaru  Intcr-Contincnlal,  ^isliingtoii  D.L. 


Wnile  everyone  was,  debating  tne  idea  or 
tne  Glonal  Village,  we  were  building  it. 


One  World.   One  Hotel. 
Uniquely  Inter-Continental. 

M 

INTERCONTINENTAL 

HOTELS   AND    RESORTS 

www.interconti.com 
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IBM  PC  300  PL, 

Willi  LCCM  Software, 

automates  remote 

PC  configuration,  so  you 

can  concentrate  on 

business. 


IBMNetfinity  7000 

has  the  power 

and  scalability  needed 

to  confidently  run 

business-critical 

applications. 


TliinkPad  770 

delivers  advanced 

desktop  manageability 

in  a  notebook  PC. 
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IBM  InlelliStations, 
with  Wake  on  LAN,  let 
you  power  up  multiple 

workstations Jrom  a 
single  location. 
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Designed  and  tested  total 

solutions  nith  nelicork. 

storage  and  tiwinon,; 

from  Options  by  IBM. 


Pentium 


the 

^^if  technology 
is  such  a  great 
[ivestmentwhere''s 


our  return? 

solution 
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IBM  Personal  Computing  Solutions 


Its  not  just  about  bits  and  bytes 
anymore;  it's  also  about  profits  and 
losses.  That's  why  we've  designed 
our  exclusive  approach  to  net- 
worked personal  computing.  It's 
called  IBM  SystemXtra. 

Working  through  IBM  Business 
Partners,  we've  enhanced  the  IBM 
System  Care  portfolio  of  tech- 
nologies, services  and  financing, 
now  called  SystemXtra,  to  help 
you  get  even  more  out  of  your 
high-tech  investment. 

For  example,  to  help  you  manage  your 
network  unattended,  we  offer 
advanced  technologies  like  Wake 
on  LAN,  which  enable  applications 
like  LANCIient  Control  Manager 
and  Netfinity  Manager. 

SystemXtra  offers  technical  training, 
a  range  of  support  services^  and 
software  that  make  life  in  a 
multivendor  LAN  environment 
considerably  easier. 

Now  we've  made  it  even  easier  for  com- 
panies of  all  sizes  to  take  advantage 
of  SystemXtra  through  new  financ- 
ing options.  And  SystemXtra 
Technology  Exchange  Option^ 
helps  make  sure  that  what's  on 
your  desk  is  the  latest  version  of 
what  you  need. 

Visit  www.us.pc.ibm.com/systemxtra 
or  call  us  at  1  800  IBM-7255, 
ext.  4228,  and  see  how  you  can 
measure  your  investment  in 
dollar  returns.  It's  just  better 
business. 


Solutions  for  a  small  planet" 


planned  availabilily  ot  services  vanes  financing  available  from  IBM  Credii  Corporation  to  quai- 
ilKd  commerciai.  stale  and  local  government  customers,  36-nionth  term  available  on  hardware; 
20  - 28%  exctianne  lee  on  mosi  assets  Rales  tiased  on  credil,  teim  and  options  Offler  restric- 
tions may  apply  Sut)iecl  to  change  or  wittidrawal  without  notice  PCs  referenced  in  this  ad 
ship  v^ilh  an  operating  system  IBM,  SystemXtra,  Business  Parlnet  Wake  on  [M.  Netfinity, 
PC  300,Thinli(^d,  IntelliSlalion  and  Solutions  ioi  a  small  planet  are  trademariis  of  Internaiional 
Business  f^achines  Coiporalion  in  the  Uniied  States  and/or  other  countries  Pentium  and  the 
Intel  Inside  logo  are  tegisleted  trademaric  ot  Intel  Corporation  in  the  U  S  and  other  countries 
©1997  IBM  (jorp  All  rights  reserved 
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To  succeed  in  certain  fields 

requires  immense  strength  and  commitment 

No  wonder  we're  winning  in  Asia. 


In  modern  competition,  perseverance,  dedication 
and  experience  count  for  everything.  And  the  same 
is  true  in  today's  world  of  investing.  As  part  of  the 
HSBC  Group,  we  can  draw  upon  over  I  30  years  of 
experience  in  Southeast  Asia,  putting  us  in  a  unique 


position  to  take  advantage  of  the  prodigious 
economic  growth  taking  place  there. This  degree  of 
strength  and  commitment  is  something  you  can 
always  expect  from  HSBC  Asset  Management. 
Together    with    the    rewards    that    come    with    it. 


HSBC  Asset  Management 


Member  HSBC  Group 


World     Class     Performers 


VANCOUVER  («l)i04  257  1000.    NEW  YORK  (t-Dlll  SO]  6aiS    LONDON  (*44)I7I9SS  5050.  HONC;  KONG  (<«S1)  2101  01 1 1 .  SINGAPORE  (4^«5)510  2a2S.TOKYO  (-rai)  I  343]  4200.  MELBOURNE  («« 1)3  9225  301 

HSBC  ASSET  MANAGEMENT     ISA  WOKLDWIOE   G^OU'^  C  ■'    (;.."■' SANIES  ENGAGED  IN   i^  .'EiSTMEN^    -.JViSOftY  AN::    -  _  •.  ?    ---ANAGEMENT  ACTIVITIES  AND  WHICH  ARE   ULTIMATELY  OWNED 
BY  HSBC  HOLDINGS  PLC    ISSU€0  IN  THE  UK  BY  HSBC  ASSET  MANAGEMENT  EUROPE  LIMITED.  REGULATED  BY  IMRO 


Commentaify 

on  events  at  home  and  abroad 


By  Caspar  W,  Weinberger,  Chairman 


Opposition  to  the  Pentagon's  desire  to  test  a 
ground- based  laser's  ability  to  destroy  a  satellite  in  space 
demonstrates  the  continued  wrongheadedness  of  those 
bitter-end  critics  averse  to  anything  that  might  enable  us 
to  mount  an  effective  missile  defense  system  or  to  pro- 
tect our  own  satellites. 

The  test  is  designed  to  determine  whether  a  powerful 
ground-based  laser  system  called  Miracl  (Mid-infrared 
Advanced  Chemical  Laser)  can  destroy  a  moving  object 
in  space.  If  successfiil,  it  would  mark  a  step  forward  in 
our  abilitv'  to  destroy  incoming  enemy  nuclear  missiles 
aimed  with  deadly  accuracy  at  tar- 
gets in  the  U.S.  or  at  our  satellites. 
Those  whose  priority  is  the  long- 
range   security  of  the   nation  will 
have  pointeci  the  way  toward  a  far 
safer  future. 

But  there  are  others  who  are 
more  interested  in  defending  to  the 
death  (which  it  may  literally  come 
to)  outworn  concepts  such  as  "we 
can  only  be  safe  if  we  are  complete- 
ly vulnerable"  or  "we  must  never 
militarize  space"  or  "we  must  never 
violate  the  Anti- Ballistic  Missile 
Treaty,"  which,  as  well  as  being 
outworn,  is  now  dangerously  inap- 
propriate. Actually,  the  arguments 
jigainst  the  test,  with  all  of  their  Alice-in-Wonderland- 
type  overtones  ("you  must  never,  ever  defend  yourself 
against  the  world's  most  horrible  weapons"),  have  been 
going  on  for  some  time.  The  Miracl's  beam  of  concen- 
trated light — about  6  feet  wide — was  tested  in  1989  and 
1990,  destroying  missiles  on  the  ground  and  rockets  in 
flight.  This  so  alarmed  congressional  Democrats  that 
they  enacted  a  legal  prohibition  on  test  firings  of  Miracl 
against  satellites.  Fortunately,  in  1995,  the  Republican 
congressional  majority  let  that  silly  ban  expire. 

The  current  controversy  centers  on  the  target  of  the 
proposed  test — a  satellite  already  exceeding  its  planned 
lifetime  of  a  year  and  scheduled  to  be  switched  off  soon. 
Some,  such  as  the  builders  of  the  satellite,  oppose  the 


TESTING  THE  MIRACL 

test  because  they  believe  the  satellite  could  attract  com- 
mercial users.  It  can  image  the  Earth  with  a  color  cam- 
era that  sees  in  256  bands,  so  it  could  be  used  for  envi- 
ronmental studies,  crop  forecasting  or  mineral  explo- 
ration. And  some  opposed  to  it  say  the  test  would  spur 
other  nations  to  develop  similar  weapons  that  could 
threaten  our  satellites.  They  are  overlooking  the  basic 
fact  that  nations  working  on  this  will  continue  to  do  so 
whether  we  test  our  capabilities  or  not. 

The  real  problem  in  all  of  this  that  people  are  ignoring 
is  that  the  Clinton  Administration  in  1994  allowed  spy- 
satellite  technology  to  be  exported. 


The  Miracl:  The  time  has  come  to  test  this 
ground-based  laser  on  a  satellite  in  space. 


By  doing  so,  it  gave  many  countries 
and  companies  the  ability  to  build 
commercial  spy  satellites.  And,  as 
recent  war  games  have  shown, 
those  satellites  could  create  havoc 
with  our  military  communications 
and  observations  capabilities. 

We  Must  Forge  Ahead 

The  true  motivation  behind 
those  holding  up  their  hands  in 
horror  at  the  thought  of  a  test  is 
their  fear  that  it  might  be  success- 
ful. That  would  tell  us  a  lot  more 
about  the  capabilities  needed  to 
destroy  intercontinental  and  inter- 
mediate-range nuclear  missiles  aimed  at  us  by  one  of  the 
many  countries  already  possessing  or  working  desperate- 
ly to  achieve  this  deadly  power.  These  include  countries 
with  such  limited  liking  for  the  U.S.  as  North  Korea, 
Iraq  and  China — to  say  nothing  of  Russia,  with  its  huge 
nuclear  missile  capabilities. 

President  Clinton's  fmal  decision  on  whether  to  pro- 
ceed with  this  test  will  tell  us  a  great  deal  about  the 
Administration's  commitment  to  our  ability  to  defend 
ourselves.  If  we  do  not  proceed,  we  will  deliberately  be 
leaving  ourselves  and  our  allies  vulnerable.  Sadly,  that 
would  be  consistent  with  the  President's  continued 
opposition  to  our  acquiring  any  defense  against  these 
most  terrible  weapons.  ^M 
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Ifou  maybe  CEO  of  the 

corporation,  but  who^s  CEO 

of  the  corporate  image? 


Somebody  else 

bought  it; 

you  have  to  live 

with  it. 


A  much-admired  corporate  chieftain  once  laid  down  his  first  principle 
.  of  good  management:  "No  surprises." 

Yet  surprises  do  happen.  Time  and  again,  CEO's 
find  themselves  surprised  -  and  embarrassed 
-  by  the  seemingly  inconsequential  decisions 
of  subordinates. 
Take,  for  instance,  the  marketing  manager  who 
decides  to  send  out  a  gift  with  your  logo  on  it  TTie  idea  is 
to  keep  the  company's  awareness  high  among  key  accounts. 
But  if  the  item  is  shoddy  and  badly-designed,  it  delivers  the 
wrong  message  to  anyone  who  receives  it.  Which  doesn't  do  any- 
thing for  the  corporate  image  -  or,  for  that  matter,  yours. 
May  we  make  a  recommendation?  Have  your  marketing  people  -  or 
whoever  orders  your  gifts  and  promotional  items  -  look  at  the  Lands' 
End^  Corporate  Sales  catalog. 

If  you  know  anything  about  us,  you  know  our  reputation  for  weU- 
designed,  well  made  merchandise.  And,  that's  just  as  true  of  our  Corporate 
Sales  catalog  as  our  regular  Lands'  End  catalog. 

If  you  want  a  corporate  logo  embroidered  on  the  gift,  we'll  do  it 
carefully  and  attentively  -  as  if  our  reputation  depended  on  it.  (It  does, 
after  all.) 

One  final  thought  why  not  tear  out  this  ad,  and  send  it  along  to  whoever 
orders  your  gifts  and  incentive  items?  We'll  take  it  from  there. 

You  know,  three  out  of  five  of  the  500  largest  U.S. 
corporations  are  already  our  customers. 
But  all  things  considered,  that  should  come  as  no  surprise. 


Corporate  Sales 


To  that  person  ir,    harge  of  gifts  and  promotional  items:  for  our  Corporate  Sales  catalog  and 
more  on  our  services,  call  1-800-916-2255,  or  fax  your  business  card  to  1-608-935-6363. 

Or  e-mail  to  C0rpsa!es@landsend.  com  Lands'  End  products  are  not  far  resale  in  a  retail  setting.  ©  1997  Lands'  End,  Inc. 
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Muscle -bound 


BY  MUUM  GREEN 


Rippling 
biceps  may  be 
all  the  rage, 
but  beware 
of  succumbing 
to  "muscle 
dysmorphia," 
a  Nineties 
kind  of 
disease. 


For  six  ^'EARS  Eric  Sevland  thought  of  almost 
nothing  but  his  pecs,  deits  and  lats.  He  lifted 
weights  for  two  hours  a  day  and  spent  $1,500 
a  month  on  steroicis.  It  showed.  Though  only 
5  foot  8,  he  weighed  295  pounds.  He  even 
won  a  body-building  contest. 

Satisfiedr  No  way.  When  Sevland  looked  at 
himself  in  tlie  mirror,  he  felt  puny.  The  24-year- 
old  refused  to  take  his  shirt  off  at  the  beach.  He 
didn't  show  up  for  his  high  school  reunion.  'T 
felt  small,"  he  says. 

Dr.  Harrison  Pope,  an  associate  professor  of 
psychiatry  at  Harvard 
Medical    School,    has   |~ 
a   name   for  what   ails    f 
Sevland:  "muscle  dvs-    ?, 
morphia,"  or  "reverse   5 
anorexia  nervosa."  An-   | 
orexics    starve    them-   " 
selves    because    of  an   | 
irrational    belief   that 
they   are   fat.    Reverse 
anorexics,   says    Pope, 
pump  iron  obsessively 
because    they    cannot 
overcome  the  convic- 
tion that  they  look  like 


90-pound  weaklings. 

"This  represents  a  new  disease  of  the 
Nineties,"  says  Pope.  It's  an  effect  of  the 
current  interest  in  physical  fitness.  Reverse 
anorexia  nervosa  isn't  as  dangerous  as  its 
obverse,  which  can  kill,  but  it's  got  a  definite 
downside,  as  Sevland  discovered.  In  the  eyes  of 
employers,  the  word  most  often  linked  with 
"muscle-bound"  is  "dumb."  Though  he  has  a 
degree  in  biochemistry,  Sevland  couldn't  get  a 
job  in  his  field. 

Several  months  ago,  perhaps  heeding  Pope, 
Sevland    tore    up    his 
^^^■^^^"~~^~~     gym  membership  and 

dumped  the  steroids. 
He  now  weighs  a  more 
modest  210  pounds. 
He's  given  up  weights 
for  kick-boxing.  He  has 
a  new  job,  too,  working 
in  DNA  research  for  a 
small  company  in  Mass- 
achusetts. The  moral  of 
this  story  is  that  physical 
fitness  is  one  thing — 
obsessing  over  it  is 
something  else. 


Paparazzi  "R"  Us 


BY  MTIERINE  BRUCE 


Did  I  wait 
patiently 
until  some 
shaken  tyke 
would  grant 
me  an 
interview 
over  an  ice 
cream  soda? 
Hell,  no. 


What  with  all  the  breast- beating  and  finger- 
pointing  in  the  media  about  paparazzi  and 
their  hounding  of  celebrities,  a  journalist  has 
got  to  be  nuts  to  claim  any  kinship  whatsoev- 
er with  the  crazed  camera  hounds.  The  dirty 
little  secret  is  that  all  journalists  share  some 
kinship  with  them. 

Take  me,  for  instance.  In  January,  when  I 
was  working  as  a  Reuters  correspondent  in 
Seoul,  I  was  told  to  cover  the  break- 
ing story  of  a  local  madman  who 
had  commandeered  a  city  bus  by 
brandishing  a  knife  and  what  he 
claimed  was  a  bomb.  The  fellow 
demanded  passage  to  the  presiden- 
tial palace,  the  cops  said  no  way,  and 
a  tense  standoff  ensued. 

When  I  arrived  on  the  scene,  scores 
of  reporters  were  already  there,  out- 
numbering the  police  and  rescue  per- 
sonnel. We  surrounded  the  bus,  which 
was  half  fiill  of  people,  many  of  them 
children  on  their  way  home  from 
school.  We  watched,  jostling  each 
other  and  the  police  for  better  vantage 


points.  After  several  hours  a  Korean  SWAT  team 
broke  the  stalemate,  shooting  smoke  bombs 
into  the  bus  and  dragging  the  kidnapper  out, 
with  no  injury  to  the  passengers. 

Then  all  hell  broke  loose.  The  hostages  had 
seemed  fairly  calm,  maybe  even  a  bit  bored;  but 
when  the  children  started  getting  off  the  bus, 
the  horde  of  journalists  descended  upon  them 
like  wild  beasts,  grabbing  their  arms,  pulling  at 
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their  clothes,  demanding  to  know  their  names, 
ages  and  addresses.  Cameras  zoomed  in  for 
closeups  of  their  terrified,  tear-stained  faces. 
What  the  viewers  at  home  didn't  know  was  that 
the  kids  were  bawling  because  of  us  journalists, 
not  because  of  the  homicidal  nut  who  had  just 
been  carted  away. 
Was  I  above  all  this}  Did  I  wait  patiendy  until 


some  shaken  tyke  would  grant  me  an  interviewji^ 
over  an  ice  cream  soda?  Hell,  no.  I'm  a  pro  i 
When  the  pack  started  pouncing — my  rivals  foij 
the  story,  after  all — I  grabbed  my  notebook  in' 
one  hand  and  collared  the  nearest  kid  with  the 
other.  That's  what  we  do.  Like  the  paparazzi, 
we're  a  bunch  of  competitive  types  supplying  a 
demand  in" the  marketplace. 


Justice  will  be  served 


BY  KELLY  BARRON 


The 

proceedings 
of  the  A  to  Z 
apron  case 
now  run 
toS'A 
volumes. 


I  KNOW  NOTHING  ABOUT  APRONS,  but  don't 

tell  that  to  Riordan  J.  Zavala.  He's  the  Orange 
County,  Calif,  attorney  who  subpoenaed  me 
to  testify  in  a  trial  involving  6,000  aprons. 

Not  too  long  ago  Family  Restaurants  Inc., 
a  chain  based  in  Irvine,  Calif.,  ordered 
$19,000  worth  of  aprons  from  a  company 
called  A  to  Z  Designs.  Family  Restaurants 
refused  to  pay  for  the  aprons,  contending  they 
weren't  up  to  snuff  A  to  Z  sued,  demanding 
payment. 


What's  this  got  to  do  with  me?  I  had  writ- 
ten several  stories  about  Family  Restaurants  a  J 
while  back  for  the  Orange  County  Register. 
None  of  the  stories  had  anything  to  do  with] 
aprons.  However,  that  doesn't  matter.  Such  is  I 
the  complexity  of  court  proceedings  in  the 
late  20th  century  that  the  record  of  the  A  to 
Z  apron  case  now  runs  to  3/4  volumes  att 
North  Orange  County  Municipal  Court  Dis- 
trict. I  am  destined  to  add  to  this  hefty  pile. 
Only  in  America.  ■■ 
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Second-quarter  gross 
domestic  product  grew  3.6%. 
John  Shaughnessy,  chief 
investment  strategist  at  the 
Advest  Group,  thinks  GDP 
will  slow  from  an  expected 
3.5%  for  all  of  1997  to  a 
3.1%  rate  in  1998.  Reason? 
Shaughnessy  thinlts  that  the 
second  quarter's  strong 
growth  will  prompt  the  Fed- 
eral Reserve  into  raising 
interest  rates.  Before  the 
end  of  1997  he  sees  two 
more  25-basis-point  hikes  in 
the  Federal  funds  rate 
(currently  5.5%). 


Closeup  on  the  Forbes  Index 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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Ibombardier 


LE  A  R  J  ET  4 


CALL  IT  EXPANSIVE. 


CALL  IT  EXCEPTIONAL. 


CALL  IT  OFFICIAL. 


*Registered  trademark  oi  Bombardier  Inc. 


Call  it  capable,  with  midsize  range  and  light  jet  economics. 

Call  it  comfortable  and  productive,  with  a  truly  expansive  cabin. 

Call  it  a  pilot's  aircraft,  with  its  exceptional  handling  characteristics. 

The  all-new  Learjet*  45.  Certified  to  the  world's  toughest 

standards  and  ready  for  delivery  this  fall. 

For  information,  call  (800)  268-0030  in  North  America. 
Elsewhere,call  (514)  855-7698. 
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MARKETS 


Yahoo!  Inc.  may  or  may  not  have  the  makings  of  a  great  company, 
but  right  now  it  is  a  very  dangerous  stock. 


The  Tahoo!  yo-yo 


By  Gretchen  Morgenson 


Jeff  Vinik  no  longer 
runs  the  world's  largest 
mutual  fund — it's  been 
a  little  over  a  year  since 
he  left  as  ftind  manag- 
er at  Fidelity  Magel- 
lan.    But    Jeff    still 
moves  markets. 

Knowledgeable 
sources  place  Vinik 
squarely  behind  the 
breathtaking    run- 
up in  Yahoo!  Inc. 
shares,  an  Internet 
navigator  compa- 
ny. This  hot  little 
outfit   had   only  c 
$19    million    in  | 
sales   last   year, 
on  which   it   lost 
$2.3  million.  This  year,  according 
to  estimates,  it  will  maybe  make  $3.2 
million.  But  it  has  a  market  capital- 
ization of  $2  billion. 

Yahoo!  is  a  yo-yo.  Since  Goldman, 
Sachs  brought  it  public  in  the  spring 
of  1996  at  a  split-adjusted  $8.67,  it 
soared  to  $56.75  but  not  without 
frequent  short  drops  along  the  way. 


Yabba  dabba  do,  Yahoo! 


Yahoo!  stock  price  (4/15/96-9/15/97) 


4/96 


12/96 
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Volume  daily  shares  traded  (millions) 


Source:  Telemet  Orion. 


Is  this  for  real.' 
One  hundred 
times  revenues, 
800  times  losses. 
Or  has  the  stock 
flown  so  high 
because         some 

smart  players  are  out  to  squeeze  the 
shorts?  There's  a  sizable  short  posi- 
tion in  Yahoo! — as  of  August,  3  mil- 
lion shares,  or  7%  of  the  stock  out- 
standing— a  tempting  target  for 
players  adept  at  forcing  short-sellers 
out  of  their  positions  with  big  losses. 

Guess  who  owns  a  lot  of  die  stock.' 
Fidelity  Investments,  of  course,  with 
1  million  shares,  but  Fidelity'  owns  a 
lot  of  just  about  everything.  Look 
who  is  number  two  holder  of  Yahoo! 


As  of  June,  Vinik  Asset  Management, 
Jeff's  new  outfit,  held  half  a  milhon 
shares,  and  Vinik  was  reportedly 
buying  more  in  early  September.  Per- 
haps to  disguise  his  activity,  Vinik 
spread  his  orders  around,  buying 
through  Goldman,  Sachs,  Mont- 
gomery Securities  and  Volpe  Welt}'. 
His  buying  does  two  things:  helps 
push  up  the  price  of  the  stock  and 
makes  the  short-sellers  sweat. 

They  have,  other  reasons  to  sweat. 
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Put  and  call  options  on  Yahoo!  stock 
began  trading  Sept.  9  on  the  Aniex 
and  the  Chicago  Board  Options 
Exchange.  Traders  know  that  stocks 
bounce  when  options  start  trading. 
Indeed,  Yahoo!  rose  11  points — 
almost  25% — during  the  week  the 
puts  and  calls  began  trading. 

If  that  weren't  enough,  the  short- 


selling  community  took  a  hit  from 
George  Soros'  Quantum  Fund, 
which  is  calling  in  money  it  had 
farmed  out  to  professional  shorts. 

Suddenly,  in  mid-September, 
Yahoo!  took  a  tumble,  dropping  from 
52  to  the  mid-40s,  shedding  some 
S400  million  in  market  value  before 
recovering  some  ground  days  later.  If 


this  means  the  shorts  have  already 
been  squeezed  out,  Vinik  may  have 
decided  to  take  his  money  elsewhere. 
We  don't  know.  Vinik  Asset  Manage- 
ment, as  is  its  custom,  would  not 
comment  on  its  portfolio  activit)'.  We 
do  know,  however,  this  isn't  the  kind 
of  stock  ordinary  investors  should  be 
playing  around  with.  ^M 


INTEIVIEW 


Reed  Hundt  has  some  investment  advice  for  people  who  invest  in  computers/ 
communications:  "Communications  is  king,  and  content  is  only  a  prince." 


^broadcasting  is  finished" 


Bv  Dvan  Machan 


"I  KNOW,  BUT  I  can't  TELL," 

teases  Reed  Hundt.  The  out- 
going chairman  of  the  Feder- 
al Communications  Commis- 
sion was  talking  o\er  the  din 
of  a  noisy  lunchtime  crowd. 
It  wouldn't  be  easy  prying 
secrets  from  this  fellow. 

Still,  given  the  stakes  in  the 
telecom  game,  anything 
Hundt  says  is  worth  hearing. 
After  3A  years  as  the  telecom 
industry's  top  cop,  Hundt, 
49,  will  leave  the  chairman- 
ship of  the  FCC  as  soon  as  his 
successor  is  confirmed. 
Today,  after  three  years, 
he  got  approval  from  Con- 
gress to  let  him  implement 
rules  that  would  help  dis- 
mantle world  telephone 
monopolies — and  lower  tele- 
phone rates. 

"Local  terrestrial  digital  televi- 
sion," he  blurts  out.  Now  that's  one 
hot  potato.  Broadcasters  lobbied  ten 
years  for  the  right  to  broadcast  digi- 
tal TV.  Now  they've  got  it  but  aren't 
sure  they  want  it — or  at  least  they 
don't  want  to  invest  the  millions 
needed  to  construct  transmission 
towers  before  there  are  TV  sets  to 
receive  the  signal.  To  Hundt  that's 
penny- wise,  pound-foolish. 

"For  $1  million  you  can  put  up  a 
tower  to  broadcast  six  digital  chan- 
nels to  everyone  in  the  New  York 
metropolitan  area.  A  printing  press  is 
more  than  $1  million!" 

"I    can    only    recommend    two 


things,"  Hundt  continues. 

But  now  he's  talking  about 

the    menu.    He    suggests 

either  fish   and   chips  or 

salade  ni^oise.  "Nothing 

else  is  good,"  he  deadpans.  But  it 

won't  much  matter.  Hundt  shoots 

off  ideas  so  fast  that  if  you  stop  to 

taste  what  you're  eating  you  miss 

something. 

"Here's  another  opportunity,"  he 
volunteers.  "In  December  we  [the 
FCC]  will  auction  984  licenses  for 
LMDS,  or  local  multipoint  distribution 
system."  LMDS  technology  is  being 
hailed  as  the  wireless  equivalent  of 
fiber-optic  cable.  Homes  equipped 
with   the    salad-plate-size   satellite 


FCC's  Reed  Hundt 
Sermons  on  inter- 
activity and  jump- 
ing off  bridges. 


dishes  tap  into  high-fre- 
quency radio  waves  to  get 
telephone,  television  and 
high-speed  Internet  access 
all  bundled  together. 
Advantages?  LMDS  is  cheaper  to 
deploy  than  fiber-optic  cable  because 
it  doesn't  require  digging  up  city 
streets.  It  can  transmit  local  TV  chan- 
nels, something  national  broadcast 
satellite  services  can't  do. 

So  far  local  multipoint  service  is 
available  only  in  the  New  York  met- 
ropolitan area  from  CellularVision, 
which  invented  the  technology.  But 
Nasdaq-listed  CellularVision  hasn't 
been  a  star.  Its  stock  is  at  $8.50, 
after  a  $15  offering  in  February 
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OH  LINE  PULSE 


Blue  chips, 
BujEfett  and  you 

Forbes  asked  readers  to  go  to 
www.forbes.com  to  voice  their  views 
on  Coca-Cola  and  Warren  Buffett. 
Here  is  what  you  thought: 

-  Is  Coca-Cola  overvalued? 

Coke  is  overvalued  by 
30%....  Will  your 
children's  children 
use  the  product?  If 
the  answer  is  yes, 
then  buy  the 
stock....  In  1949 
my  dad  bought  $714 
worth  of  Coke  stock.  Today 
his  stake  in  Coke  is  worth  $225,000 
and  he  ne\'er  reinvested  a  single  cent  of 
dividends!  Sure,  sell  your  Coke  shares. 
But  let's  check  back  in  40  years  and  see 
how  your  new  in\'estment  has  fared. 

Would  you  ever  bet  your  portfolio 
against  Warren  Buffett's  stock 
portfolio? 

Investment  histor\'  is  lit- 
tered with  those  who 
saw  Buffett  as  fool- 
ishly holding  on  to 
overpriced  holdings. 
Unfortunately  none 
of  these  individuals 
are  billionaires.... 
Nobody  stays  on  top  of  the 
heap  forever  Richard  Rainwater  and 
other  contenders  for  unseating  the  Sage 
of  Omaha  bear  close  following.... 

Is  it  time  to  buy  more  bonds? 

The  question  "Should  I 
buy  bonds  now?"  is 
like  being  on  a 
beach  on  a  95- 
degree  day  and 
having  your  girl- 
"^  ■mjn^    friend  ask  you  if  she 

should  put  some  sun- 
block on.  The  answer  is 
obvious — get  some  or  you  will  get 
burned....  Bonds?  No  way,  too  much 
capital  loss  when  interest  rates  rise.... 

I  Yes  ^^^  No  I  don't 

^^H  V__       know 

This  week  check  out  On-line  Pulse  at 
www.forbes.com  and  give  us  your 
input  on  Worldcom,  AOL  and  the 
battle  of  the  on-line  servers. 
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1996 — caught  in  a  market  fearful  of 
competition  from  big  players  like 
AT&T,  Cox  Communications  and 
TCI.  Still,  Hundt  thinks  that  spec- 
trum rights  might  be  "very  afford- 
able," enabling  small  players  to  have 
a  good  chance. 

Hundt  gobbles  a  few  french  fries 
and  throws  out  one  more  investment 
idea:  "financing  communications  net- 
works in  emerging  markets." 

Newly  issued  FCC  rules  reduce  by 
$5.4  billion  what  American  tele- 
phone carriers  will  pay  to  foreign 
carriers  to  handle  calls  coming  from 
the  U.S.  Until  now,  many  poor 
countries  like  the  Philippines  have 
used  these  payments  to  support  state 
monopolies.  Now,  he  thinks,  these 
foreign  governments  will  open  their 
doors  to  competition.  "This  is  going 
to  create  a  new  world  of  financing 
techniques. 

"It's  actually  something  1  want  to 
do,"  he  says,  throwing  out  the  first 
hint  of  his  real  plans  after  the  agency. 

Talk  about  emerging  markets  gets 
Hundt  bubbling  over  the  benefits  of 
the  information  economy,  how  it  can 
maybe  cure  world  poverty'. 

But  we  already  knew  the  possibih- 
ties.  Trying  to  steer  him  back  to  spe- 
cifics, we  remind  Htmdt  that  he  made 
waves  at  the  Allen  &  Co.  Sun  Valley 
conference  a  few  weeks  ago  when  he 
shared  a  panel  with  media  and  tech- 
nology notables.  Hundt  told  panel 
members  they  are  blowing  it  because 
they  aren't  paying  enough  attention 
to  interactivity. 

"After  four  years  leading  the  FCC, 
I've  learned  two  lessons:  Communi- 
cations is  king,  and  content  is  only  a 
prince,"  Hundt  says.  In  business,  in 
Wall  Street — certainly  in  Holly- 
wood— they've  had  the  opposite 
view:  that  the  medium  doesn't 
matter,  just  the  message.  "They  are 
making  a  big  mistake,"  says  Hundt. 

Interactivity  doesn't  mean  that 
people  should  come  home  after  work 
and  play  chess  with  their  T\',  he  says. 
"I  don't  know  anyone  who  is  inter- 
ested in  that."  Hundt  describes  a  T\' 
set  that  recognizes  its  viewer.  It 
knows  what  he  or  she  is  interested  in. 
Playing  the  market?  Stock  quotes  and 
market  commentary.  Sports?  Child- 
raising?  The  T\''s  your  gofer. 

The  whole  idea  of  network  TV,  he 


says,  "is  not  that  you  are  a  couc 
potato,  but  that  you're  as  dumb  as  j 
potato."  It  reduces  entertainment  ti 
a  common  denominator.  Hundt  say 
the  future  of  TV  is  in  taking  1,00<' 
channels  and  giving  them  an  organiz' 
ing  agent  to  reduce  them  to  the  7  o 
8  channels  a  given  individual  wants. 

"Broadcasting  is  finished,"  he  say 
with  relish.  After  aU,  he  spent  a  lot  o 
his  time  at  the  FCC  fighting  th 
broadcast  lobby's  effort  to  protec 
the  status  quo:  "Broadcasting  is  thf'^'' 
dumbest  product  from  a  consume  i 
perspective  and  the  smartest  produci 
from  the  seller's  ever  created."  ! 

With  so  much  in  flux,  Hund:' 
beheves  this  is  a  time  for  chances.      I 

This  reminds  him  of  a  story.  Ir' 
1886  the  Brooklyn  Bridge  was  i 
marvel,  and  a  chap  named  Brodie 

"A  naiYatioii 
of  the  incredibly 
weird  things 
IVe  seen  in  the 
past  four  years." 


announced  he  would  jump  off  the 
bridge  and  five.  He  did  and  siu-vived 
For    months    Americans    repeated 
Brodie 's  slogan:  "Take  a  chance." 

Says  Hundt:  "It's  111  years  later, 
and  we're  talking  about  a  lot  of  tech 
nological    Brooklyn    Bridges    that 
people  are  going  to  have  to  jump  off 
of  and  see  whether  they  live." 

Bill  Gates  may  not  be  jumping  off 
the  Brooklyn  Bridge — but  he's  taking 
mighty  big  chances.  If  you're  Bill 
Gates,  you  spend  $425  million  on 
WebTV.  WebTV  uses  $99  set-top 
boxes  to  bring  Internet  to  the  TV. 
That  could  wipe  out  a  lot  of  the 
demand  for  $4,000  to  $5,000  PCs. 
"Investors  right  now  are  faced  with  a 
scary  bet,"  Hundt  sums  up. 

As  a  print  reporter,  I  anxiously  ask: 
What's  the  ftiture  of  newspapers  and 
magazines?  "Paper  will  be  around  for 
a  while  because  it  is  prettier  and  easier 
to  carry,"  he  says,  "but  classified  ads 
don't  have  ten  years  to  go."  Newspa- 
pers must  learn  to  repackage  and 
rebimdle  their  news. 

Hundt  figures  print  will  be  around 
long  enough  for  him  to  write  two 
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books.  One  is  fiction  set  in  New- 
Haven  (Hundt  went  to  YaJe)  called 
"Elm  Cit\-  Dinners."  It's  "a  series  of 
dinners  that  form  the  setting  for 
interplay  among  young  people." 

The  other  book  is  nonfiction,  with 
a  title  taken  from  the  Beatles:  "You 
say  you  want  a  revolution?"  He 
describes  this  as  half-sitcom,  with  "a 


reasonably  accurate  narration  of  the 
incredibly  weird  things  that  I've  seen 
the  past  four  years."  The  book  will 
feature  vignettes  of  folks  from  Ted 
Turner  to  John  Malone,  who  once 
said  the  way  to  cure  TCl's  problems 
was  to  "shoot  Hundt." 

"I  think  John  will  buy  a  lot  of 
copies,"  he  adds. 


Mid-sentence,  Hundt  looks  at  his 
watch,  gasps  and  announces  he  must 
go.  From  out  of  nowhere  one  of  his 
handlers  appears  and  pushes  him  out 
the  door.  The  check  arrives.  Hundt's 
legal  adviser  figures  we  owe  $17 
each.  I  offer  to  pay — but  there's  no 
arguing  with  these  government 
types.  ^ 


fECHNOLOGY 


The  Chinese  are  becoming  computer-crazy.  Even 
their  sitcom  heroes  and  heroines  are  wireheads. 


Computeirs  before  cars 


By  Andrew  Tanzer 

S\"NDICATED  IN  20  major  markets 
around  China,  My  Computer 
Family  is  one  of  Chinese  TV's 
most  popular  situation  comedies 
this  season.  Produced  jointly  by 
Beijing  TV  and  Seattle-based  RXL 
Pulitzer,  the  weekly  program 
educates  the  masses  about  per- 
sonal computers  through  the 
escapades  of  the  Zhao  family. 
Sponsors:  Microsoft  and 
C  ompaq  Computer. 

American  couch  potatoes  may 
feast  on  Princess  Di  and  other 
celebrities,  but  Chinese  seem  to 
prefer  self-improvement  stuff 
"The  government  appreciates  the 
need  for  information  technology' 
and  sees  it  as  a  tool  for  competi- 
tiveness," says  Richard  Warming- 
ton,  managing  director  of 
Hewlett-Packard  Asia- Pacific. 

You  see  it  in  the  sales  figures. 
Last  year  2.1  million  PCs  were 
sold  in  China,  and  International 
Data    Corp.    expects    a    40% 
ixicrease  this  year.  So  intense  is 
the  demand  that  smugglers  are 
thriNing.  Chinese  wholesalers  are 
buying   tens  of  thousands   of 
Compaq,  AST  and  HP  machines  in  the 
U.S.,  Hong  Kong  and  Malaysia  and 
sneaking  them  into  China,  skipping 
duties  and  the  17%  value-added  tax. 

Intel  has  opened  offices  in  ten  Chi- 
nese cities  in  a  little  over  a  year  and 
sponsors  PC  fairs  every  weekend  or  so 
in  different  cities.  School  bands  play, 
and  "PC  doctors"  dressed  in  universi- 
t)'   gowns   explain   to   the   curious 


Computer  customer  in  Beijing 

The  home-PC  market  is  booming. 


crowds  what  microprocessors  are  and 
what  they  can  do.  "We  get  soccer 
stadium-size  crowds  turning  up  on 
rainy  Saturday  mornings  to  play  with 
computers,"  reports  Sean  Maloney, 
vice  president  of  Intel  Semiconduc- 
tor Asia  Pacific. 

The  fastest-growing  segment  in  the 
.market  now  is  home  PCs.  IDC  projects 
home     sales     will     multiply     from 


290,000  last  year  to  2.7  million  in 
2001,  surging  from  14%  of  the  over- 
all PC  market  to  33%. 

How  can  people  in  a  country  with 
a  per  capita  income  of  less  than 
$1,000  a  year  pony  up  $1,000  for  a 
home  computer?  "People  in  the  cities 
have  a  TV,  stereo,  fridge  and  washing 
machine,"  says  Richmond  Lo, 
general  manager  of  Personal 
Computer  Co.  in  IBM's  Greater 
China  Group.  "Now  they  want  a 
PC.  It's  a  symbol  of  modernity." 
Equally  important,  Chinese 
place  enormous  value  on  educat- 
ing their  children  and  improving 
their  job  prospects.  A  car  may  be 
out  of  a  family's  reach,  but  par- 
I  ents  will  sacrifice  to  get  a  PC  for 
I  the  kids.  "With  the  one-child 
policy,  parents  want  to  do  every- 
thing they  can  to  educate  their 
'little  emperor,'  "  explains  Karim 
Davezac,  research  director  of  IDC 
Asia/Pacific's  China  Group. 

Who  has  the  market?  Accord- 
ing to  market  researchers  at  IDC, 
the    current    brand    leader    is 
Legend,  a  state-backed  manufac- 
turer.   IBM,    HP   and    Compaq 
follow.  But  roughly  40%  of  com- 
puter purchases  in  China  are 
nonbranded  clones  assembled  by 
resellers  and  young  entrepre- 
neurs.   This    may    change    as 
incomes  rise,  prices  of  branded 
computers     fall     and     service 
becomes  more  valued.  Counting 
on  increased  brand  awareness 
and  desire  for  good  service,  IBM  is 
building  a  nationwide  network  of  ser- 
vice centers,  called  Blue  Express,  in  a 
joint  venture  with  the  Ministry  of 
Railways. 

"China  could  be  number  three  in 
the  world  [in  new  PC  sales,  after  the 
U.S.  and  Japan]  by  the  year  2000," 
remarks  IBM's  Lo.  That's  a  lot  of  litde 
emperors  with  PCs.  WM 
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Never  mind  the  immigrants— nearly  5  million  native-born 
Americans  cannot  speak  much  English. 

Leaks  in  the 
melting  pot 


1,381,! 
199 


L,151,819 
1993 


Number  of 

Limited-English 

Proficient  students  (LEi 

in  California  public  schi 


By  Peter  Brimelow 


652,439 
1988 


LEP  students  swamp 

California  public  schools, 

but  few  are  ever  redesignated. 


431,449 
1982 


57,336 
1982 


57,385 
1988 


54,530 
1993 


Number  of  LEP 

students  redesignated 

as  fluent  in  English 

in  California  public  school: 

89,14^ 
1997 


Helen  of  Troy's  face  was  said  to  have  launched  a 
15.2%  thousand  ships.  The  charts  on  this  page  have 

1982  launched  a  California  initiative  that  could  revolu- 

tionize so-called  bilingual  education  in  the  U.S.  An 
earlier  version  of  them,  published  in  the  San  Fran- 
cisco-baseci  Pacific  Research  Institute's  California 
Index  of  Leading  Education  Indicators,  inspired 
Ron  Unz  to  spearhead  a  referendum  drive  aimed 
at  ending  the  current  policy  of  teaching  Lim- 
ited-English-Proficient (lep)  students  in 
their  own  languages.  Unz  is  the 
eccentric  Silicon  Valley 

9.4% 
1988 


%  of  LEP 
students  redesignated 


as  fluent  in  English 
in  California  public  schools 


entrepreneur  who  made  a  surprisingly  strong  1994 
primary  challenger  to  Republican  Governor  Pete 
Wilson.  His  measure  is  generally  expected  to  get  on 
the  ballot  next  June — and  to  pass. 

Quite  clearly,  something  very  weird  is  going  on 
with  California's  lep  programs.  They  are  supposed 
to  be  transitional.  But  the  absolute  number  of  LEP 
students  redesignated  as  English-Proficient  (ep)  is 
strikingly  low  (see  above).  In  short,  lep  kids  aren't 
transitioning  to  EP  as  promised.  And  as  immigration 
has  boosted  the  numbers  of  LEP  students  to  one  in 
every  five  California  public  school  kids,  the  propor- 
tion of  redesignated  students  has  correspondingly 
collapsed  (see  below). 

California's  education  bureaucrats  reportedly  say 
the  only  fair  way  to  assess  the  program  is  by  "age 
cohort" — that  is,  following  specific  groups  of  stu- 
dents through  the  system.  But  guess  what?  They 

6.7% 
1997 

5.1% 
1993 


Source:  California  Department  of  Education. 
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don't  bother  to  collect  the  data.  How- 
ever, the  fact  that  total  LEr  enrollment 
has  exceeded  redesignation  by  so  much 

)r  so  long  can  mean  only  that  most  lep 
vtudents  are  never  reciesignated. 

WTiat  happens  to  them.-  Presumabh'  they 
are  one  reason  that  such  an  alarming  pro- 
portion of  California  Hispanics  are  failing  to 
graduate  high  school  (see  chart,  rijjht).  (About 
80%  of  LEP  students  are  Spanish-speaking.) 

And  presumably  they  and  their  progeny  are 
also  a  reason  for  the  appearance  on  the  U.S. 
scene  of  a  native-born  population  who  tell  the 
Census  Bureau  that  they  do  not  speak  English 
"very  well."  In  1990,  the  first  time  the  Census 
Bureau  asked  the  question,  this  population  amount- 
ed to  about  4.9  million  individuals  over  the  age  of  5. 
Note  carefiilly:  They  aren't  immigrants — they  were 
born  here.  They  are  disproportionately  concen- 
trated in  the  youngest  age  group  (see  chart, 
be  Ion'). 

As  they  move  up  the  age  pyramid,  the 
development  of  permanent  foreign-language 
enclaves  appears  inevitable.  Unless  public 
policy  changes — fast.  ^M 


88.4% 


California  high  school 

graduation  rates  by  ethnic  group 

(1996) 


72.2% 


54.0% 


54.0% 


Asian 


Black 


Hispanic 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 


Source:  California  Department  of  Education. 


Number  of  native-born 

not  speaking  English  "very  well"  in  1990 

by  age  group 


5-17 


1.6  million,  32.6%  of  total 


18-64 


A  significant  number 
of  native-born  Americans 
now  don't  speak  English 
very  well — ominously 
concentrated 
among  the  young. 


65-74 


0.4  million,  8.2% 


75+      (0.3  million,  6.1%) 


Source:  Bureau  of  the  Census. 
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Road  rash 


The  in-line  skate  busi- 
ness lost  its  balance  this 
summer.  First  Team 
Sports,  one  of  the  three 
biggest  makers,  forecast 
a  36%  drop  in  sales,  and  the  stock 
tumbled  to  $4.25,  less  than  half  of  its 
June  high.  Two  weeks  later  K2  Inc., 
which  seUs  high-end  skates,  fell  15%. 
Benetton  Group,  the  rag  merchant 
famous  for  obnoxious  ads,  is  about  to 
get  bruised,  too.  In  1995  Benetton 
Sportsystem  finished  buying  market 
leader  RoUerblade  for  $200  million 
in  cash.  RoUerblade  has  about  40%  of 
the  U.S.  market  and  a  bigger  share  in 
Europe.  But  after  five  years  of  rapid 
growth,  the  number  of  Americans 
who  want  to  try  this  rather  hazardous 
pastime  is  topping  out  at  around  25 
iTiillion.  And  most  aren't  trading  up 
or  even  trading  in  for  new  ones.  Golf 
is  safer  and  a  lot  more  civilized. 

"All  the  people  over  20  are  either 
in  or  out.  I  see  few  new  adults,"  says 
James  Simonitch,  who  owns  two  in- 
line shops  in  northern  California.  He 
complains  that  in-line  skatemakers 
have  been  dumping  excess  inventory 
at  prices  so  low  that  some  consumers 
are  now  paying  less  than  his  invento- 
ry's original  wholesale  cost. 

Apparendy  figuring  that  it  will  have 
to  recoup  by  squeezing  more  money 
out  of  the  existing  pool  of  addicts, 
Benetton  has  moved  up  the  price  scale. 
The  Italian  firm  is  working  with 
Nordica,  the  ski-boot  maker  and 
another  Benetton  imit,  to  produce 
fancier  models,  and  is  even  introducing 
an  "all-terrain  skate."  At  $499  per  pair. 
With  revenues  of  $355  million  the 
skate  business  is  small  compared  to 
the  clothing  company's  revenues  of 
almost  $2  billion.  Still,  no  one  likes 
to  take  a  loss.  The  Benetton  Group 
(71%  family  owned)  owns  57%  of 
Sportsystem,  and  the  Benetton  family 
the  rest.  Family  members  are  selling 
their  stake  in  the  sports  outfit  to 
■  Benetton  Group.  Thus  the  public 
i  company  will  end  up  owning  100% 
j  of  the  skate  business.  If  that  business 
]  continues  to  go  downhill,  the  transfer 
?  will  ease  the  family's  pain  a  bit  but 
]  make  the  pain  a  bit  worse  for  the 
I  public  shareholders. 
:  -Tim  W.  Ferguson  with  Joskphine  Lee 
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Roofing  Corp.  in  Hayward,  Calif. 

California's  freshman  Democratic  |i 
Senator,  Barbara  Boxer,  also  saw 
profit  in  the  warming  of  the  Pacific 
Ocean.      She     announced     she's 
ordered  a  "summit"  in  Los  Angeles 
in   October   to   discuss   El   Nino 
Boxer  smelled  federal  money  for  her 
constituents.  Her  constituents  got  i 
the  message.  In  places  like  Santa  i 
Monica,  Uncle  Sam  and  the  state 
ended  up  paying  100%  of  the  unin- 
sured damages  from  the 


MEDIA 


El  Nino  may  or  may  not  change  the  weather, 
but  it's  a  bonanza  for  the  media 
and  California  politicians. 


El  Hype-o 

By  Seth  Lubove 

Los  Angeles  hasn't  had  measurable 
rain  since  this  February,  but  it's 
pouring  in  the  local  media.  Sample 
headlines: 

"Devastating  El  Niiio  forecast; 
scientists  fear  ecosystem  chaos," 
warned  the  San  Francisco  Chronicle. 

"Forecast  of  severe  El  Nifio  has 
O.C.  [Orange  County]  preparing 
for  the  worst,"  thundered  the 
Orange  County  Register. 

TV's  talking  heads  warn  of  El 
Nino-caused  calamities  almost  daily. 

Well,  there  has  been  a  shortage 
of  real  news  lately — look  at 
the  media  frenzy  over  the 
death  of  a  British  celebri- 
ty.   As    for    El    Niiio, 
maybe   it  will   bring 
rain.  Maybe  it  won't. 
Weather  forecasters 
are  far  from  cer- 
tain that  the  peri- 
odic warming  of 
waters     in     the 
Pacific — the    El 
Niiio  effect — will 
actually  result  in 
storms  in  Califor- 
nia and  the  South- 
west   and    a    mild 
winter   for   the    East 
Coast. 

"Nature  could  still  throw  you  a 
curveball,"  says  Lisa  Goddard,  a  sci- 
entist with  the  International 
Research  Institute  for  Climate  Pre- 
diction at  Scripps  Institution  of 
Oceanography  in  La  JoUa.  The  satel- 
lites at  NASA's  Jet  Propulsion  Labo- 
ratory detect  a  "full-blown  El  Nifio 
condition,"  but  a  spokeswoman 
sniffs  that  the  lab  "doesn't  forecast 
the  weather." 

But  never  mind  the  facts.  The 
media  isn't  alone  in  welcoming  El 
Niiio.  "We're  certainly  the  benefi- 
ciaries of  some  hysteria  at  this 
point,"  says  Steven  Duchene,  chief 
financial  officer  of  Bigham-Taylor 


1994  Northridge  earthquake.  So  far, 
it  has  already  cost  the  taxpayers 
more  than  $11  billion,  but  lots  of 
Californians  got  new  roofs  and  new 
living  room  furniture.  Boxer's  con- 
stituents could,  of  course,  easily  pro- 
tect themselves  against  El  Niiio.  The 
Federal  Emergency  Management 
Agency  offers  federally  subsidized 
flood  insurance,  which  people  in 
rtood-prone  areas  can  buy  for  about 
$400  per  $100,000  in  coverage,  up 
to  maximum  coverage  of  $250,000. 
But  why  spend  the  money.^  Senator 
Boxer  and  her  pals  will  bail  you 
out — gratis.  ^ 
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jREDIT    PRIVATE 
>UISSE    BANKING 


Whatever 

makes  you  happy. 


IF  Your  Reinsurer 

Knows  Only  One  Way  To  Go, 

Go  ANOTHER  Way. 


. 


At  American  Re,  we  design  customized  solutions  that  meet  your 


unique  needs  —  solutions  based  on  an  understanding  of  the  practical 


realities  you  face.  "Ijf^  And  as  a  member  of  the  Munich  Re  Group,  we 


have  unsurpassed  financial  strength  and  capacity.  ^  Why  is  working  with 


American  Re  a  smart  move?  Im-  We  help  you  reach  your  goals  your  way. 


American  Re-Insurance  Company,  555  College  Road  East,  Princeton,  New  Jersey  08543-5241  609-243-4200  www.amrecom 


American  Re 

.4  Meiittmr  of  the  Munuh  lie  Cniup 


Creditors  now  have  most  of  Charlie  Crowder's 
border  land.  But  then  there  are  the  water  rights. 

Shoot-out 
at  the 
Growder  corral 


By  William  P.  Barrett 


It  looks  like  the  border  crossinji 
to  nowhere.  The  U.S.  Mexico  porl 
of  entry  at  Santa  Teresa,  N.M.,  jus 
west  of  El  Paso,  Tex.,  sits  in.  th.J 
desolate   Chihuahuan  Desert  andl 
draws  only  a  few  hundred  vehicle  I 
daily.  The  artificial  waterfall  besidii 
the     Mexican     inspectors     seem] 
bizarre ly  out  of  place. 

It's  the  residue  of  a  dream.  Her(| 
Charles  Crowder  hoped  to  build  nevl 
communities.  Acquiring  control  o] 
26,000  acres  on  the  U.S.  side  of  the 
border,  he  hankered  to  catch  spiUoveij 
from  the  growth  of  the  El  Paso- 
Juarez,  Mexico  area  and  what! 
became  the  North  American  Freel 
Trade  Agreement. 

Now  Crowder  is  inl 
bankruptcy;  most  of  his] 
land  has  gone  to  credi- j 
tors.  The  forlorn  water- 
fall is  one  of  the  few ! 
tangible  products  of  his  t 
dream.  Yet  this  short  i 
65 -year-old  with  pierc- 
ing blue  eyes  and  an  I 
ever-present  cell  phoneJ 
insists,     "Things     arecj 
going       along      veryi 
nicely. " 

Don't     count    him  J 
out. 

Crowder  may  be  this 
border  region's  most 
controversial  character 
since  Pancho  Villa ; 
invaded  in  1916.  A. 
Nebraska  native  raised 
in  the  Missouri  Ozarks, , 
Crowder  left  home  at 
age  13  and  became  a 
Colorado  ditchdigger. 
He  migrated  to  the 
Southwest  in  the  late 
1940s  and  developed  a 
skill  at  facihtating  land 
trades  between  ranchers 
and  the  federal  govern- 
ment; the  bureaucrats 
were  not  always  good 
at  getting  full  value  for 
the  taxpayer. 

In  1985  he  engi- 
neered a  dramatic  swap 
of  his  own.  The  land  he 
wanted  along  the 
border  was  federal  land 
and  not  for  sale.  Crow- 
der bought  some  Ari- 
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Former  extent  ol 
Ctvmder  lindholdings 


Santa  Tcftia 

border  crossing 

U.S.-New  Mexico\ 


Left:  Charles  Crowder  at  a  water  well  he  dug  near 
the  U.S. -Mexican  border  station  at  Santa  Teresa,  N.M. 
Above:  the  Chihuahuan  Desert  at  the  border 
Playing  the  game,  adjacent  Sunland  Park  annexed 
land  along  two  sides  of  Crowder's  former  holding. 


Narrow  strip  just  above 

the  border  annexed 

by  Sunland  Park 


Juirez 


zona  land  where  the  feds  wanted  to 
resettle  some  Navajo  Indians.  He 
then  traded  this  land  to  the  feds  for 
the  geographically  interesting  border 
propert)'  he  coveted. 

Crowder  pursued  a  classic  develop- 
ment ploy:  bring  investment  to  low- 
value  property',  thereby  enhancing  the 
value  of  the  adjoining  acres  you  own. 
He  built  the  36-hole  Santa  Teresa 
Country  Club  with  the  famous  golfer 
Lee  Trevino  (no  longer  involved), 
figuring  that  this  would  attract  devel- 
opment money  and  increase  the  value 
of  his  acreage.  Crowder  eventually 
persuaded  the  U.S.  and  Mexico  to 
put  a  border-crossing  station  at  his 
property. 

But  Crowder  overreached.  He  ran 
up  an  estimated  $40  million  in  debt. 
"We've  had  some  misinterpretations 
on  repayment  terms,"  Crowder  says 
wryly.  One  of  his  lenders,  the  Lyons 


family    of   New 
Haven,     Conn., 
took  over  about 
80%       of       his 
acreage.  Laments 
Christopher 
Lyons,      39,     a 
former      invest- 
ment banker  who 
is    overseeing    a 
decades-long  workout  plan  for  his 
family's  investment:  "Now  I'll  prob- 
ably die  in  New  Mexico." 

Yet  judging  from  recent  border 
activity,  there  is  merit  to  Crowder's 
plan.  Catalina  Development,  Inc.  of 
El  Paso  quiedy  bought  $13  million  of 
Crowder's  debt  at  a  discount  and  is 
using  the  paper  to  lay  claim  to  his 
remaining  assets.  Neighboring  Sun- 
land Park,  N.M.  has  annexed  land 
along  two  sides  of  the  parcel. 

Crowder  has  filed  time-consuming 
legal  actions — largely  unsuccessful — 

Charles  Crowder  may  be 
this  border  region's  most 
controversial  character 
since  Pancho  Villa  invaded 
in  1916. 


accusing  rivals  of  various  conspiracies 
and  frauds.  He  himself  is  currently 
fending  off  a  claim  that  he  didn't  dis- 
close all  assets  to  his  bankruptcy 
creditors.  His  recently  divorced  wife, 
who  legally  owns  half  of  Crowder's 
remaining  assets,  filed  for  bankrupt- 
cy herself  last  year. 

But  Charlie  Crowder  still  has  an 
ace  up  his  sleeve.  As  he  amassed  his 
Santa  Teresa  holdings,  Crowder  was 
always  careful  that  his  mortgages 
excluded  all  water  rights.  And  in  the 
desert,  he  who  controls  the  water 
wields  considerable  influence  over 
the  land.  Crowder  has  filed  declara- 
tions with  the  New  Mexico  authori- 
ties claiming  the  right  to  use  or  sell 
an  enormous  110,000  acre-feet  of 
water  annually,  enough  to  supply  a 
city  of  a  half-million  people. 

Of  course  his  bankruptcy  creditors 
have  a  claim  on  those  water  rights, 
which  have  not  been  confirmed  but 
could  be  valuable.  However,  if 
Crowder  can  keep  stalling  in  court, 
the  water-rights  ambiguities  may 
scare  off  financing  that  some  area 
developers  need  to  build  on  the  land 
that  was  once  Crowder's.  That's  his 
hope  for  cashing  in  on  his  vision: 
that  creditors  will  cut  him  a  deal  in 
return  for  those  water  rights.        HI 
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i  It's  easier  to  listen  to  a  single  voice  for  all  your  communication  service  iv 

now  that  MCI  has  local  service,  just  remember  one  company.  For  everything.  Long  Distance,  International,  Conferencing,  E 
team,  one  contract  (resulting  in  volume  discounts)  and  one  check  to  write.  So  your  company  will  spend  less  time  on  bureauci  j 

Local  and  cclluUr  wmcc*  arc  only  «v*il«ble  in  cenain  arwi-  This  offer  u  only  available  lor  mcdiuni-largc  biaineuo  wirh  looaJ  fcn\ce  m-cr  MC:i  laoliiio  Noi  aviilablc  in  tU  treas.  Call  for  «viilability. 


^^ 


X  many  local  phone  companies  do  you  use?  Too  many  to  remember?  Well, 

lular,  Internet  and  Local  phone  service.  Which  means  one  bill,  one  account 

more  time  on  something  far  more  important:  your  business.  Sound  good? 


Is  this  a  great  time,  or  what?  :-) 


MCI 


When  the  kids  go  to  school,  Laidlaw  wants  to  bus 
them.  When  you  need  an  ambulance, 
Laidlaw  wants  to  answer  the  call. 

The  consolidatoir 


By  Jose  Aguayo 


vices  take  in  about  $7  billion  to  $8 
billion  in  the  U.S.  Half  of  these 
ambulances  are  privately  run;  Laidlaw 
already  holds  a  nearly  15%  share  oi 
the  private  market  and  wants  a  lot 
more.  By  consolidation,  of  course: 
acquiring  other  private  operators;  and 
By  persuading  hospitals  and  other 
operators  to  farm  out  their  ambu- 
lance business. 

Laidlaw  is  a  peculiar  outfit.  It  is  a 
Canadian  company  but  it  does  over 


We  are  in  an  extraordinary  era  of 
industrial  consolidation.  The  merger- 
and-acquisition  types  are  now  getting 
around  to  those  ubiquitous  yellow 
school  buses. 

There  are  about  450,000  school 
buses  on  U.S.  roads.  Two-thirds  of 
them  are  run  by  school  districts;  the 
rest  by  private  contractors.  A  very  big 
Canadian  outfit  called  Laidlaw  Inc. 
(revenues,  $3  billion)  already  has  a 
quarter  of  the  private  business.  It  is 
going  after  much  more.  "We  can  take 
between  10%  and  20%  out  of  the  cost 
of  a  school  bus  operation  for  a  public 


school  district,"  says  James  Bullock, 
Toronto- based  Laidlaw's  chief  exec- 
utive. "We  don't  have  to  operate  on 
school  district  boundaries,  we  can 
operate  on  economic  boundaries." 
Meaning  that  there  are  plenty  of 
economies  of  scale  available  in  school 
busing,  enough  to  save  money  for  the 
school  districts  and  yield  Laidlaw  a 
good  return. 

Grossing  $1.1  billion  last  year, 
school  busing  accounted  for  36%  of 
Laidlaw's  revenues. 

Bullock  also  has  his  eye  on  the 
ambulance  business.  Ambulance  scr- 


La  id  law's 
chief  executive, 
James  Bullock 
North  America's 
largest  school 
bus  operator 
is  now  also 
the  largest 
ambulance 
service  provider. 


90%  of  its  business  in  the  U.S.  Driv- 
ing buses  and  ambulances  is  just  one 
of  the  things  it  does. 

In  February  Bullock  paid  $1.2  bil- 
lion for  American  Medical  Response, 
the  largest  player  in  the  U.S.  ambu- 
lance business.  In  August  he  snapped 
up  Dallas-based  EmCare  Holdings 
Inc.,  the  largest  private  operator  of 
hospital  emergency  rooms,  for  $400 
million  in  cash.  Both  these  fields, 
Bullock  is  convinced,  are  ripe 
for  consolidation,  and  there  can  be 
synergy  in  running  people  to  the 
emergency  rooms  and  taking  care  of 
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hem  when  they  get  there. 

Here,  too,  Bullock  is  convinced 
there's  lots  of  room  for  consolidation. 
Only  one-fifth  of  the  5,200  emer- 
.;encv  rooms  in  the  count}'  are  man- 
aged by  contractors.  Laidlaw  leads 
ithis  sector  with  over  200  hospitals 
under  contract,  but  that  still  leaves 
.^,000  prospective  clients  out  there. 

Soon  after  going  public  in  1969, 
Laidlaw  got  into  garbage-hauling, 
acquiring  a  Canadian  garbage-hauler, 
and  eventually  moved  into  hazardous 
waste  disposal.  Thousands  of  family- 
Dwned  trash-hauling  outfits  were 
beginning  to  change  hands. 

Browning-Ferris  Industries  and 
Waste  Management  Inc.  were  build- 
ing sizable  businesses  in  garbage  dis- 
posal. Garbage  made  Laidlaw  a  hot 
stock  throughout  the  1970s  and 
1980s.  But  we  all  know  what  has 
been  happening  in  waste  disposal:  It 
has  been  one  of  the  great  growth 
disappointments  of  the  late  20th 
century. 

In  1993  Bullock,  a  former  chief 
executive  of  Cadillac  Fairview  Inc., 
one  of  Canada's  leading  corjimercial 
real  estate  companies,  was  brought  in 
to  deal  with  the  disappointment.  Late 
last  year  he  sold  Laidlaw's  trash-haul- 
ing business  to  Scottsdale,  Ariz. -based 
Allied  Waste  Industries. 

Laidlaw  got  close  to  $1.6  billion 
out  of  the  deal;  later  it  merged  its 
hazardous- waste -disposal  business 
with  Rollins  Environmental  Services, 
Inc.  Laidlaw  got  $400  million  in  cash 
and  retains  a  67%  interest  in  the  new 
enterprise,  renamed  Laidlaw  Environ- 
mental Services,  Inc.  Shares  of  Laid- 
law Environmental  have  doubled 
since  the  merger  announcement. 

.\11  of  which  leaves  Laidlaw  liquid, 
holding  valuable  shares  and  raring  to 
go.  Bullock's  ambulance,  emergency 
room  and  bus  businesses  are  expect- 
ed to  generate  more  than  $500  mil- 
lion in  cash,  before  interest  and  taxes, 
on  revenues  of  $2.3  billion  this  year. 
That's  up  from  $317  million  in  cash 
flow  last  year. 

So  Bullock  is  off"  to  ride  the  wave  of 
consolidation  in  emergency  health 
care  and  school  bus  services.  Will  this 
adventure  end  better  than  the  ambi- 
tious foray  into  waste  disposal.''  The 
risks  are  there,  but  Bullock  is  riding 
some  powerful  trends.  ^M 
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#1  yielding 

money  marl<et  fund. 

Our  yield  currently  ranks  #1  of  231  general  money  market  funds 
according  to  IBC  Financial  Data  for  the  7-day  period  ended  8/26/97. 
So,  for  a  highly  competitive  return  from  a  money  market  fund  keenly 
focused  on  holding  expenses  to  a  minimum,  follow  the  smart  money 
to  Zurich  YieldWise.  You  can  also  rest  easy,  knowing  your  money  is 
being  managed  by  Chicago-based  Zurich  Kemper  Investments,  who 
helped  pioneer  money  market  funds  over  20  years  ago. 

100%  No-Load  •  $25,000  minimum 

For  the  current  yield  and  a  free  YieldWise  Fact  Kit  with  prospectus, 
call  toU  free  1-888-523-4144  ext.  334. 

Yield  shown  is  the  average  annualized  net  investment  income  per  share.  The  advisor  is  waiving 
management  fees  of  .50%  and  absorbing  expenses  of  .13%,  Otherwise,  the  yields  would  have 
been  5.29%  and  5.12%  respectively.  Money  funds  are  neither  insured  nor  guaranteed  by  the  U.S. 
Government.  There  is  no  assurance  that  a  fund  will  maintain  a  $  1  share  value.  Yield  fluctuates.  Past 
performance  is  no  guarantee  of  future  results.  For  more  complete  information,  including  management 
fees  and  expenses,  call  Zurich  Kemper  Distributors,  Inc.  at  the  number  below  for  a  free  prospectus 
kit.  Please  read  it  carefully  before  you  invest  or  send  money.      1030310 


1-888-523-4144  ext.  334 
www.zurichfunds.com/yieldwise 

125  years  of  history,  managing 
over  $150  billion  globally. 


ZURICH 


WHAT    IF   YOU 

NEEDED   A    LENDER   WHO 

UNDERSTANDS   WHY    YOU 

CAN'T   JUDGE   A   CHAIR 

BY    ITS   COVER? 


CONSTRUCTION    •    CONSUMER   •   MANUFACTURING    •    RETAIL    •    SERVICE    •    TECHNOLOGY    •    TRANSPORTATION    •    WH0LESAL| 

©  1997  The  CIT  Grojp,  Inc 


After  almost  90  years  of  standing  by  our  clients  through  thick  and  thin,  The  CIT  Group  has  developed 

sense  of  what  endures. 
I 
Now  a  $20  billion  corporation,  we  help  thousands  of  companies  in  dozens  of  industries  address  the  ongoing 

vges  of  their  changing  markets.    We  have  come  to  understand  the  nuances  of  their  businesses  and,  as  a  result, 

iter  able  to  craft  individualized  financial  solutions  which  accommodate  their  unique  needs. 

Just  ask  anyone  in  the  furniture  industry. . .  who  would  also  know  that  the  chair  shown  above  would 
xnd  a  premium  price  due  to  its  eight-way  hand-tied  springs,  3/4"  hardwood  frame  and  glued  and  doweled 

Or,  to  see  what  we  can  do  for  you,  visit  www.citgroup.com  or  call  1-800-C1T-1908. 


Money    well    lent 


Estonia  is  one  of  tlie  smallest  countries  in  Europe. 

It  also  has  the  youngest  leadership 

and  one  of  the  soundest  economic  policies. 

Role  model 


Sweden 


Finland 


Denmark 


Baltic  Sea 


_j-  St. 
«f*™«.         Russia 


Latvia 

Lithuania 

Vilnius 


By  Stephan  Herrera 

Wh  I  l  e  most  of 
Eastern  Europe  floun- 
ders economically, 
seemingly  undecided 
whether  or  not  to  fully 
embrace  capitalism,  the 
tiny  Baltic  Republic  of 
Estonia  has  had  no 
such  doubts.  This 
nation  of  1.5  million, 
the  size  of  Vermont 
and  New  Hampshire 
combined,  has  put  its 
economy  in  the  hands 
of  young,  graduate- 
school  educated  Esto- 
nians with  an  apprecia- 
tion for  democracy  and 
a  knack  for  capitalism. 
Mart  Laar,  who  led  stu- 
dent protests  against 
Soviet  rule,  became 
prime  minister  at  the 
age  of  32.  Laar  was 
succeeded  in  1994  by 
Andres  Tarand,  but  still 
sits  in  Parliament. 

The  payoff  has  been 
surprisingly  fast  in 
coming.  Old  Town,  the  heart  of  the 
capital  city  of  Tallinn,  with  its  12th- 
century  cobblestone  streets  and 
medieval  garrets,  is  dotted  with  con- 
struction cranes,  outdoor  cafes  and 
well-dressed  young  executives  jab- 
bering on  cellular  phones.  Shining 
BMWs  are  fast  becoming  more 
common  than  Ladas. 

Less  than  90  days  after  breaking 
clear  of  Soviet  Russian  rule  in  1991, 
Estonians  brought  forth  a  new  con- 
stitution enshrining  the  rule  of  law; 
the  old  Soviet-imposed  constitution 
could  be  amended  by  simple  decree 
of  the  rulers.  The  Soviet-backed  cen- 
tral bank  was  dissolved,  and  the  ruble 
was  ditched  for  the  new  deutschc 
mark-backed  kroon.  A  flat  tax — 26% 


Germany         Poland 


Belarus 


Indrek  Rahumaa 
of  Baltic  Cresco 
(above,  far  right) 
and  other  Young 
Turks  of  Tallinn;  Old 
Town  (right);  and 
Indrek  Neivelt,  chief 
executive  officer 
of  Hansabank 
(next  page) 
While  the  rest 
of  Europe  dithers 
over  market 
reforms,  Estonia 
proves  that  there 
is  no  substitute 
for  youth — and 
a  free  market. 
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jbr  both  individual  and  corporate 
havers — was  instituted,  the  currency 
's  now  freeiv  comertible  anci  tbreign- 

.rs  can  invest  and  remit  profits  and 
ppital. 

Estonia's  economy  grew  at  an  a\er- 
lige  annual  rate  of  11%  during  the 

irst  two  quarters  of  this  year,  more 

:han  four  times  the  rate  of  Western 

(Europe's  2.4%.  Inflation  has  been 

Ireincd  in  from  70%  to  12%,  and  inter- 


Youth  wiU 
show  the 
way 


The  T.\llinn  Stock 
Exchange  opened  in  May 
1996,  and  the  25  stocks 
traded  there  have  a  com- 
bined market  value  of 
nearly  $2  billion.  Unlike 
so  many  other  emerging- 
market  bourses,  the  TSE  is 
well  regulated  and  almost 
fullv  automated. 


est  rates  cut  in  half,  to  8%. 

Today,  Estonia  is  a  country  of 
youth.  At  24,  Rain  Lohmus  was  one 
of  the  founding  partners  of  Hansa- 
bank,  Estonia's  largest  bank,  with 
assets  of  8  billion  kroons  ($550  mil- 
lion). Six  years  later,  his  original 
$1,000  investment  in  Hansabank 
(now  the  bellwether  stock  on  the 
Tallinn  Stock  Exchange)  is  already 
worth  nearly  $15  million. 

All  this  bustle  attracts  foreign 
investors,  particularly  Americans. 
"Estonian  entrepreneurs  are  young, 
sharp,  trustworthy,"  enthuses  llmar 
Vanderer  of  the  Baltic  Business  Infor- 
mation Network  Inc.,  a  New  York 
City-based  consulting  company.  One 
of  Vanderer's  clients  is  Manhattan 
entrepreneur  Connor  O'Brien.  The 
New  Yorker  was  so  impressed  with  a 
Swedish-educated  2  5 -year-old  invest- 
ment banker  named  Indrek  Rahumaa 
that  he  backed  his  bid  for  the  Eston- 
ian Shipping  Co.,  the  largest  privati- 
zation in  Estonia  to  date.  Rahumaa's 
outfit,  Baltic  Cresco,  had  already  won 
the  contract  to  privatize  the  state  air- 
line, Estonian  Air. 


TSE's  Helo  Meigas 
The  mastermind. 


"There  was  no  way  we 
were  going  to  have  a 
board,  with  quotes  scrib- 
bled down  by  hand  and 
brokers  shouting  at  each 
other."  It's  a  dealer-based 
market,  with  two  to  ten 


rokers  offering  quotes. 

At  first,  spreads  veered 
close  to  a  scary  10%,  but 
have  since  narrowed  to 
0.2%  to  0.5%.  Since 
inception,  almost  half  of 
the  stocks  have  doubled. 
The  biggest  gainers? 
Banks — by  an  average  of 
470%.  The  losers?  Skiing, 
textiles  and  beer. 

TSE  members  are 
required  to  report  all 
transactions  within  five 
minutes.  Like  most  of 
Estonia,  the  bourse  has 
young  management.  Helo 
Meigas,  31,  who  has  a 
master's  degree  from 
Tufi:s  University,  is  the 
chairman  of  the  TSE. 

Most  of  the  capital 
flowing  into  the  TSE  in 
the  early  days  came  from 
overseas  speculators,  but 
today  two-thirds  comes 
from  local  investors. 

Meigas'  goal  is  to  turn 
the  TSE  into  a  regional 
stock  exchange  tliat 
would  include  Latvia  and 
Lithuania.  The  trick  is 
getting  Latvia  and  Lithua- 
nia to  put  aside  their  dif- 
ferences with  Estonia,  but 
surely  Estonia  is  showing 
the  way.  -S.H.  Hi 


David  Hale,  chief  economist  at 
Zurich  Group  in  Chicago,  thinks 
Estonia,  with  its  young  and  disci- 
plined businessmen,  could  teach  the 
West  a  thing  or  two.  He  has  prepared 
a  white  paper  for  the  World  Bank 
suggesting  that  the  Estonian  model 
might  work  in  Romania — and  maybe 
even  Italy. 

Hale  thinks  Estonia's  geography, 
its  proximity  to  Russia,  is  an  asset 
today.  "All  [Estonians]  need  to  do 
now  is  take  what  has  been  for  one 
thousand  years  a  geopolitical  liability 
and  turn  it  into  an  asset.  They  could 
be  the  world's  beachhead  to  Russia.  I 
think  that  they  realize  that  and  will 
work  it  out." 

In  1992  half  of  Estonia's  42  com- 


mercial banks  slumped  into  bank- 
ruptcy. Good  riddance.  Most  of 
them  were  being  managed  by  their 
former  communist  bosses  and  were 
loaded  with  bad  debts  incurred  in 
the  Soviet  era. 

But  the  crash  reminded  the  little 
country  of  the  importance  of  sound 
economic  policy.  "We  all  learned  a 
big  lesson  about  how  easily  it  could 
all  go  away  if  we  all  got  careless  and 
greedy,"  says  Indrek  Neivelt,  the 
chief  executive  of  Hansabank. 

Having  learned  that  lesson  and 
having  experienced  the  stultifying 
atmosphere  of  socialism,  these 
scions  of  stoic  Lutheran  culture  can 
be  counted  on  to  run  their  affairs 
prudently.  ■■ 
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Introducing  TeamSAP.  A  lOOVf 
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At  SAP,  assuring  your  success  is  our 
top  priority.  Introducing  TeamSAP^" 
Nothing  short  of  a  revolution  in 
our  ability  to  deliver  coordinated, 
simple  solutions.  It  brings  together  the 
best  of  SAP's  resources  in  three  key 
areas:  the  people,  the  processes  and  the 
producis  to  deliver  better  results,  and 
ultimately,  greater  benefits  to  your  business. 


People:    TeamSAP    gives    you 
the    guaranteed    commitment   of 
thousands   of  SAP 
employees  and  tens 
of   thousands    of 
dedicated  SAP  partners  '^^"^»rd 

with  the  training  and  know-how 
to  implement  R/3™  based  on  your 
sclicdule   and   your  requirements. 
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Processes:  Tested  and  proven  ove 
the   past  year  at   many   companies 
and    refined    for  TeamSAF 
AcceleratedSAP™  combine 
proven  solutions  and  template 
»3i«hMMte  to   assure   your  success.  B' 
following  a  project  guide  or  easy  five-ste] 
"Roadmap,"  AcceleratedSAP  allows  yoi 
to  keep  on  schedule  and  manage  costs 
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tomitiitnient  to  100%  success.     * 
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'roducts:  The  backbone  of  TeamSAP  is 
le  most  powerful  business  software  in  the 
/orld.  SAP™  R/3;"  and  its  components, 
re  unmatched  at  integrating  and 
mproving  business  practices.  With  over 
en  thousand  installations  and  hundreds 
if  complementary  hardware  and  software 
uppliers,  SAP  R/3  is  the  recognized 
lusiness  solution  standard,  worldwide. 


TeamSAP:  Just  like  a  successful  business, 
TeamSAP  puts  the  best  of  people, 
processes  and  products  to  work  for  your 
success.  It's  a  coinpletely  new  and 
integrated  approach.  One  based  on  our 
commitment  to  meeting  your  needs.  If 
you  want  your  business  to  do  better 
business,  give  us  a  call  and  put  us  to  the 
test.  Our  team  won't  let  you  down. 


For  more  information,  visit  us  at 
www.sap.com  or  call  1-888-596-lSAP 
TeamSAP.  Success  assured,  rest  assured. 
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A  Better  Return  On  Information?"' 
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How  "affiirmative 
action''  hurts  blacks 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


The  Hippocratic  Oath  says:  "First,  do  no 
harm."  By  that  standard,  affirmative  action 
would  have  been  gotten  rid  of  years  ago. 
There  are  many  ways  in  which  it  hurts  the 
very  people  it  claims  to  help,  as  well  as  polar- 
izing the  society  at  large. 

A  couple  of  years  ago,  I  met  with  the  edito- 
rial staff  of  one  of  the  leading  publications  in 
America.  Among  them  was  a  black  man  who 
was  by  no  means  stupid — but  he  said  many 
stupid  things  at  that  meeting. 

Why.^  He  was  mismatched,  out  of  his 
league,  among  people  who  were  at  the  pinna- 
cle of  their  profession.  If  he  played  it  straight, 
he  would  have  been  nobody  in  this  setting, 
though  there  are  probably  hundreds  of  other 
reputable  publications  on  which  he  would 
have  been  a  valuable  and  respected  writer. 
Saying  off-the-wall  things  was  his  only  way  of 
even  seeming  to  be  significant  among  the 
cream  of  the  crop  of  his  profession. 

Nor  was  this  man  unique.  There  is  a  whole 
class  of  such  people  teaching  in  the  leading 
law  schools,  many  of  them  promoting  a  con- 
voluted set  of  doctrines  known  as  critical  race 

The  law  school  class  that  included 
Clarence  Thomas  also  included  Bill 
Clinton  and  Hillary  Rodham. 


theory.  Their  counterparts  can  also  be  found 
in  literature,  among  other  fields.  A  group  of 
this  literati  published  a  book  about  the  O.J. 
Simpson  case,  saying  virtually  nothing  about 
the  evidence,  and  explaining  how  everything 
surrounding  this  case  reflected  badly  on  white 
America. 

Affirmative  action  also  amounts  to  a  virtual 
moratorium  on  recognition  of  black  achieve- 
ment. Consider  the  case  of  Justice  Clarence 
Thomas.  His  critics  have  repeatedly  accused 
him  of  benefiting  from  affirmative  action, 
when  he  went  to  college  or  to  law  school,  and 
then  wanting  to  deny  its  benefits  to  other 
blacks. 

In  all  the  endless  reiterations  of  this  theme, 
no  one  has  ever  found  t  necessary  to  demon- 


strate that  it  was  true.  It  so  happens  that  affir- 
mative action  had  not  yet  begun  when 
Clarence  Thomas  entered  Holy  Cross  Col- 
lege. Nor  has  anyone  even  considered  it  nec- 
essary to  try  to  show  that  Thomas  was  admit- 
ted under  the  Yale  Law  School's  affirmative 
action  program,  rather  than  by  the  regular 
admissions  process. 

It  so  happens  that  the  same  law  school  class 
that  included  Clarence  Thomas  also  included 
Bill  Clinton  and  Hillary  Rodham.  Yet  no  one 
has  ever  questioned  their  credentials  going  in 
or  coming  out.  Justice  Thomas'  credentials 
are  questioned  precisely  because  of  affirmative 
action,  even  though  his  record  may  have  beeni 
as  good  as — or  better  than — that  of  the  cur- 
rent residents  of  1600  Pennsylvania  Avenue. 

In  short,  blacks  fall  under  a  cloud  of  suspi- 
cion of  being  substandard,  even  when  they 
match  or  surpass  the  performances  of  their 
white  counterparts.  Who  gains  from  creating 
such  awkward  situations  and  the  unnecessary 
problems  that  flow  from  them.' 

Guilty  whites  gain  by  salving  their  guilt 
through  affirmative  action.  Black  hustlers  gaini 
by  either  getting  things  for  themselves  or  by 
leading  movements  which  are  able  to  dispense 
largess  that  they  have  talked  or  pressured 
guilty  whites  into  providing. 

Institutions,  such  as  imiversities,  that  receive  e] 
millions  of  federal  dollars  gain  by  ha\'ing 
enough  black  body  count  around  to  avoid 
having  the  flow  of  that  money  jeopardized  by 
claims  of  discrimination  based  on  statistics. 

Liberals  who  secretiy  believe  that  blacks  are 
innately  inferior — and  I  know  who  some  of 
them  are  fi-om  their  white  colleagues — feel 
like  they  have  done  the  best  they  can  do  by 
giving  blacks  or  other  minorities  something 
that  those  minorities  would  otherwise  be  inca- 
pable of  getting. 

Do  any  of  the  people  who  claim  to  want  to 
see  blacks  advance  ever  ask:  Under  what  con- 
ditions have  blacks  in  fact  been  most  success- 
ful.'' Where  have  they  advanced  most.' 

Blacks  have  done  best  in  situations  radically 
different  fi-om  those  of  affirmative  action. 
Blacks  are  overrepresented  in  sports  and 
entertainment,  especially  among  the  highest- 
paid  performers. 

In  both  fields,  competition  is  merciless.  You 
can  be  the  top  performer  this  year  and  yet 
they  will  drop  you  like  a  hot  potato  if  your 
performance  slacks  off  next  year. 

Nobody  has  given  blacks  anything  in  sports 
or  entertainment.  Blacks  have  had  to  shape  up 
or  ship  out.  Most  shape  up.  It  is  where  blacks 
are  given  double  standards  and  coddled  that 
they  end  up  tarnished  in  their  own  eyes  or  in 
the  eyes  of  others.  ^ 
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FROM  EMPLOYEE  BENEFITS  TO 
INVESTMENT  MANAGEMENT 
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Investment  Capabilities*** 

Domestic  Equity 
Value 
Growth 
Small  Cap 

Domestic  Fixed  Income 
Short  Term 
Long  Term 
High  Yield 

International  Equity 

International  Fixed  Income 

Real  Estate 
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Serving  Businesses  Of  All  Sizes 


Voluntary  Benefits  Group 

•  One  source  to  meet  employee  needs  i 

•  Eases  administrative  burden         i 


=  1  in  Group  Lite' 


Dental 


A  leader  in  managed 


Qittlirr  Vrrkc, 
BetKrValiK 


Disci  h>  ility 

benefits 


SETMET.ITPAVS: 

T-800-MetLife 


Contact  your  broker  or  insurance  consultant,  or  MetLife 
account  representative  and  ask  about  MetLife  for  business. 


*:     401  (k)  •  Group  Dental,  Disability,  Life,  Vision,  Long-Term  Care,  Auto  &  Homeowners  Insurance    j 
j  •  Investments  &  Asset  Management  •  Voluntary  Benefits  : 

'By  volume  in  force  as  of  12/31/96.  BestWeek,  Life/Health,  6/30/97.  °°  Group  insurance  products  and  annuities  issued  by  Metropolitan  Life  Insurance  Company. 
Auto  &  Homeowners  Insurance  underwritten  by  Metropolitan  Property  and  Casualty  Insurance  Company  and  Affiliates,  Warwick,  RI.  ° '"' Investment  management 
services  provided  by  Metropolitan  Life  Insurance  Company,  State  Street  Research  &  Management  Company,  or  affiliated  companies. 
H9708SAC-MLIC-LD  ©  1997  Metropolitan  Life  Insurance  Co.  NY,  NY  PEANUTS  ©United  Feature  Syndicate,  Inc. 
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Fiber  optics  is  going  to  make  communication  so  cheap 

tliat  we  will  be  spending  much  more  money  on  it  than  we  do  today. 

The  law  of  the  photon 


By  Howard  Banks 

Moore's  Law  said  that  chip  power 
would  double  every  18  months. 
That's  plodding.  The  new  law  of  the 
photon  says  that  bandwidth  triples 
every  year. 

Have  you  ever  given  up  on  the 
Internet  because  you  got  bored  wait- 
ing for  a  photograph  to  compose 
itself  on  your  screen.^  Your  modem  is 
not  the  main  villain.  Your  lack  of 
bandwidth  is.  Even  with  the  fastest 
modem  in  the  world,  if  traffic  is 
heavy  that  image  is  going  to  take  for- 
ever to  arrive. 

Bandwidth  is  the  carrying  capacity 
of  a  communications  line.  It  tells  you 
whether  your  telephone  line  is  just 
good  enough  for  a  plain  old  tele- 
phone call — or  can  give  you  movies 
on  demand,  teleconferencing,  remote 
diagnostics,  everything  you  ever 
wanted  from  the  Internet  with  no 
wait,  things  that  you  can't  even  imag- 
ine today. 

Triple  every  year?  It  was  a  wild 
claim  when  silicon  commentator 
George  Gilder  first  made  it  in  1993. 
Geometric  growth  at  that  rate  is 
rarely  seen  in  human  activity.  If  any- 
thing keeps  up  that  growth  pace,  it 
grows  a  billionfold  in  19  years.  Does 
anything  grow  that  fast? 

Fiber  optics  comes  close.  Experi- 
menters at  Lucent  Technologies'  Bell 
Labs  have  pushed  the  speed  limits  in 
the  laboratory  up  by  a  factor  of  nearly 
ten  in  the  past  two  years,  to  3  trillion 
bits — 3  terabits — per  second.  At  the 
28.8-kilobit  transmission  speed  of 
garden-variety  modems,  that's 
enough  for  100  million  simultaneous 
Internet  connections. 

In  the  space  of  two  years  MCl  has 
raised  the  bandwidth  of  its  Internet 
backbone  by  a  factor  of  8,  to  1.2 
gigabits  per  second.  But  for  a  coun- 
try where  a  million  homes  want  to 
see  video  on  Web  sites  and  movies  on 
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demand,  1.2  gigabits  won't  cut  it. 
iFor  them,  those  multiterabit  connec- 
tions now  on  laboratory  benches  at 
Lucent  and  elsewhere  will  be  neces- 
sary. WTien  will  terabit  lines  be  avail- 
able? In  not  more  than  five  years. 

Making  all  this  possible  is  photon- 
ics, the  science  of  sending  data  bits 
down  pulses  of  light  carried  on  hair- 
thin  glass  fibers.  There  is  no  official 
name  for  the  law  that  says  how  fast 


this  science  will  carry  us  into  the  next 
century.  We  could,  however,  call  it 
Payne's  Law,  in  honor  of  David 
Payne,  a  5 3 -year-old  physicist  at 
Britain's  University  of  Southampton. 
Payne  is  perhaps  the  leading  scientist 
behind  two  key  inventions  in  pho- 
tonics over  the  past  decade  and  a  half. 
Significantly,  both  can  be  retrofitted 
onto  fiber  already  buried  in  the 
ground. 


Professor 
David  Payne, 
director  of  the 
Opto-Electronics 
Research  Center, 
University  of 
Southampton 
As  competition 
increases,  he 
says,  there  will 
be  no  difference 
between  the 
microcents■pe^ 
minute  cost  to 
phone  round  the 
world  and  to  call 
the  local  grocery 
shop. 


One  is  the  optical  fiber  amplifier, 
an  ingenious  device  that  makes  it  pos- 
sible to  magnify  the  reach  of  a  light 
pulse  without  first  converting  that 
light  to  electrical  pulses  and  then 
back  into  light.  That  amplifier  is  vital. 
Without  it,  photonics  would  be 
advancing,  but  we  wouldn't  be  seeing 
any  tripling  of  power  every  year. 

Payne's  second  major  contribution 
is  an  enhancement  to  the  amplifier 
that  corrects  for  the  distortions  in 
light  pulses — a  smearing  of  the 
image,  so  to  speak — that  occur  when 
an  optical  signal  is  pushed  to  the 
limits  in  bit  speed  and  distance 
between  amplifiers. 

At  the  same  time  that  Payne  was 
leading  the  way  with  these  two  inven- 
tions, other  scientists  were  advancing 
a  third  technology  for  expanding  the 
capacity  of  optical  fibers.  It  is  called 
wave-division  multiplexing.  In  plain 
English,  it  is  a  method  for  simultane- 
ously dispatching  laser  pulses  of  dif- 
ferent hues  down  the  same  tiny  fiber. 
Credit  goes  to  hundreds  of  scientists 
at  half  a  dozen  firms,  including 
Lucent,  the  Italian  tire-  and  cable- 
maker  Pirelli,  Corning  Glass  and 
Ciena  (see  story,  p.  70). 

The  world  in  general  has  yet  to 
appreciate  the  impact  this  science  will 
have  on  our  daily  lives.  "We  are  really 
only  in  the  Stone  Age  of  optical  com- 
munication," says  Professor  Payne. 
William  Gartner,  Lucent's  vice  presi- 
dent for  optical  networking  products, 
talks  about  the  possibilities.  "For 
businesses  and  consumers,  applica- 
tions will  emerge  that  today  we  don't 
even  dream  about.  High-speed  Inter- 
net access  and  video  interconnecting 
all  homes  will  be  a  reality,  there's  no 
question  of  that. 

"People  are  exploring  things  like 
remote  surgery  today.  The  need  for 
bandwidth  is  just  dramatic  there. 
Optics  will  allow  networking  of  huge 
bandwidth  from  anywhere  to  any- 
where, so  it's  maybe  the  Mayo  Clinic 
tied  in  with  nyu,  tied  in  with  the 
University  of  Houston,  all  collabo- 
rating on  this  patient  who's  being 
operated  on  in  Argentina.  Doctors 
don't  even  fathom  that  today." 

But  they  will  soon.  "Progress  [in 
opto-electronics]  is  faster  even  than 
microchips  were  at  the  equivalent 
point  in  their  development,"  says 
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A  bit  of  history:  iiow  many  fit  on  a  line? 


1844 


Telegraph 

The  telegraph  system 
was  an  all-digital 
network,  with  the  dits 
and  dahs  roughly  cor- 
responding to  the 
Os  and  Is  of  comput- 
er talk.  Roughly, 
because  Morse's  code 
also  used  spaces. 
5  bits 
per  second 


1876 


Telephone 

What  was  the  bit 
equivalent  of  Bell's 
first  phone  call?  We 
assume  the  fidelity 
was  a  fraction 
of  that  in  today's 
voice  circuits. 
2,000  bits 
per  second 


1915 


Trans- 
continental 
calls 

Copper  wires  blan- 
keted the  country. 
Frequency  multi- 
plexing made  room 
for  three  conversa- 
tions on  a  single 
pair  of  wires.  But 
calls  across  more 
than  40  miles  were 
nearly  inaudible. 
30,000  bits 
per  second 


1940 


Coaxial  circuits 

AT&T  squeezed 
480  voice  calls 
onto  a  single  cable. 
We  figure  16  kilo- 
bits per  voice 
circuit. 

7,680,000  bits 
per  second 


1956 


m. 


Transatlantii 
cable 

First  call: 
Newfoundland] 
to  Scotland. 
The  cable  carrlH 
36  voice  calls. 
1,152,000  biti| 
per  second 


Compiled  by  Katxina  Surge 


Gerry  Butters,  president  of  Lucent 
Technologies  for  the  North  American 
region.  Electronicast,  a  San  Mateo, 
Calif,  market  analyst,  says  that  sales  of 
opto-electronic  equipment  hit  $4.5 
bilUon  in  1996  and  will  grow  to  $34 
billion  by  2006. 

Aft:er  that?  The  sky's  the  limit.  Two 
avenues  of  current  research  in  opto- 
electronics could  make  the  next  15 
years  as  momentous  for  communica- 
tions science  as  the  past  15.  One  is 
optical  switching.  If  amplifiers  can  be 
purely  optical,  why  not  switches,  the 
computers  that  route  all  those  phone 
calls  and  all  that  Internet  traffic 
among  hundreds  of  millions  of 
endpoints.^ 

Everything  carried  on  optical  fiber, 
whether  it's  a  phone  call,  a  data  file  or 
video,  starts  out  as  electrical  impulses. 
Before  they  can  enter  the  fiber,  they 
have  to  be  converted  to  optical  form. 
Today  that's  done  at  the  local  phone 
company  office,  using  a  costly  com- 
puter— or  switch — that  modulates  a 
laser  so  that  variations  in  the  light 
carry  the  signal  (see  dia^iram,  p.  72). 


The  difficulty  is  separating  those  dif- 
ferent messages  to  deliver  them  to 
their  ultimate  destination. 

An  optical  switch  would  make  the 
transfer  more  reliable  and  cheaper. 
Following  a  successfijl  demonstration 
program  led  by  Darpa  (the  Defense 
Advanced  Research  Projects  Agency) 
in  late  August,  Hitachi  Telecom 
(usa)  announced  plans  for  a  com- 
mercial trial  of  an  optical  switching, 
or  cross  connect,  system  on  MCl's 
optical  network  in  the  Dallas  area. 
Lucent's  Butters  reckons  that  all-opti- 
cal devices  allowing  signals  to  be 
cross-connected  should  be  commer- 
cially available  by  1999. 

The  other  glittering  goal  is  so- 
called  digital  optics.  Scientists  at 
British  Telecom  and  in  many  other 
labs  around  the  world  are  looking  for 
a  way  to  manipulate  light  pulses  as 
nimbly  as  they  manipulate  the  volt- 
ages of  a  transistor  circuit.  '■'What's 
needed,"  says  Payne,  "is  the  equiva- 
lent of  the  electronic  world's  ability 
to  take  in  a  weak  signal,  reshape  it  to 
its  precise  original  form,  eliminating 


unwanted  'noise,'  and  then  reamph-j 
fy  it  and  send  it  on  its  way.  Optics 
yet  can't  do  this  reshaping." 

Terabit  backbones,  optical  switch- 
es, digital  optics.  Stir  them  together, 
allow  a  decade  or  so  for  development 
and  we  arrive  at  a  stage  where  com- 
munication will  be  priced  in  micro - 
cents  per  minute.  But  this  is  a  market 
that  is  highly  price-sensitive:  The 
cheaper  it  gets,  the  more  of  it  people 
will  use.  So  what  if  your  phone  bill 
doubles  or  quadruples,  so  long  as  the 
extra  money  brings  you  first-run 
movies  and  all  kinds  of  pleasures  and 
conveniences.' 

As  competition  grows  in  world 
telecommunications  and  national 
boundaries  fall,  Payne  predicts,  there 
will  be  no  cost  difference  between  a 
call  around  the  world  and  one  to  the 
corner  grocery  shop.  By  today's  stan- 
dards, communication  will  be  ridicu- 
lously cheap.  Which  is  precisely  why 
we  will  be  spending  more  money  on 
it  than  we  do  today — and  why  the 
telecom  business  can  only  grow  and 
grow  and  grow.  ^ 
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Telstar 

The  first 

communications 
satellite  carried 
12  voice  circuits. 
This  was  also  the 
year  of  the  first 
digitized  voice 
circuits,  used 
to  transmit 
local  calls. 
768,000  bits 


Buy  this  lab 

The  British  have  a  habit 
of  doing  innovative 
research  and  then  letting 
the  rest  of  the  world  apply 
it.  Jet  aircraft,  radar,  com- 
puters— to  name  a  few. 

Photonics  is  but  anoth- 
er in  a  long  litany. 

Britain's  outgoing  Tory 
government  recently  cut  to 
zero  its  contribution  of 
about  half  the  $5  million 
annual  budget  for  the  Uni- 
versity of  Southampton's 
Opto-electronics  Research 
Center.  Several  other  top 
British  research  centers  got 
the  same  treatment.  Tony 
Blair's  Labourites  show  no 
inclination  to  reverse 
this  move. 

David  Payne,  director  of 
the  ORG  and  the  key  scien- 


Fiber 

The  first  transmis- 
sion trunk  using 
glass  fibers  ran 
from  New  York  to 
Washington,  D.C. 
45,000,000 
bits  per 


tist  behind  several 
advances  making  possible 
today's  revolution  in 
telecommunications,  finds 
it  all  a  bit  disheartening. 
The  ORG  still  gets  .some 
hands  from  Pirelli,  the 
Italian  cable-  and  tiremak- 
er,  which  has  backed 
Payne  for  many  years.  But 
for  the  rest,  "I  now  have 
to  seek  hinds,  grant  by 
grant,  program  by  pro- 
gram, year  by  year.  Not 
very  productive,"  he  says. 

Following  another 
British  trait,  Payne  has  not 
grown  remotely  rich  from 
his  inventions.  He  was  a 
founder  of  a  company  that 
made  machines  to  mea- 
sure optical  fibers.  The 
company  was  sold  at  a 


Faster  fiber 

Phone  companies 
began  to  install 
2.5-gigabit  fiber- 
optic equipment. 
Also  this  year: 
MCI  quadruples  the 
capacity  set  aside 
for  the  Internet 
backbone. 
40,000,000,000 
bits  per  secend 


1997 


Fastest  yet 

Ciena  promises 
to  deliver  100-gigabit 
fiber-optic  equipment 
early  next  year. 
But  Lucent  Technolo- 
gies is  close  on  its 
heels,  having  demon- 
strated terabit  speeds 
in  the  lab.  At  100 
gigabits,  Morse's  first 
message  could  be 
transmitted  in 
2  nanoseconds. 
100,000,000,000 
bits  per  second 


"What   hath   God  wrought?' 

Samuel  Morse  ,,. 


modest  profit  to  a  U.S. 
competitor.  One  of  his 
colleagues  has  done  much 
better  by  quitting  the  lab 
and  starting  an  Australian 
firm  that  makes  amplifier 
correction  devices,  but 
Payne  owns  none  of  this 
venture. 

Not  to  be  put  off, 
Payne  is  about  to  try 
again,  with  a  company 
called  Southampton  Pho- 
tonics. "I  plan  to  make 
some  returns  this  time," 
he  says.  The  new  company 
will  make  sensors  based  on 
fibers,  including  one  to 
take  measurements  from 
the  bottom  of  oil  wells, 
and  another  to  gauge 
strains  on  such  things  as 
aircraft  wings  or  bridges. 


Wouldn't  he  do  better 
in  the  U.S.?  "Perhaps,"  he 
says.  "I've  had  many 
offers."  His  reluctance  to 
take  up  one  of  these  offers 
is  not  a  matter  of  being 
wedded  to  Britain.  He  was 
raised  in  Zambia,  where 
his  father  was  a  school 
headmaster,  and  is  fond  of 
things  American,  like  his 
Harley-Davidson.  But  he 
hasn't  wanted  to  leave 
behind  the  research  center 
that  he  helped  create, 
especially  the  researchers. 

"If  I  could  move  all  the 
people,  I  think  I  would," 
he  says.  "Tell  you  what — 
for  a  budget  of 
$10  million  a  year, 
we're  all  yours!" 
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David  Huber  was  about  to  be  downsized.  It  was  his  lucky  day,  setting  him 
on  the  path  to  founding  a  great  company  and  becoming  a  centimillionaire. 

Communications: 
tlie  next  wave 


By  Toni  Mack 

In  1992  DEBT- LADEN  General  Instru- 
ment Corp.  decided  to  ax  its  cutting- 
edge  optical  technology  research  lab. 
Rather  than  let  some  promising  work 
die,  lab  manager  David  Huber 
coaxed  the  company  to  license  the 
technology  to  him.  It  agreed,  provid- 
ed Huber  could  get  funding  to  start 
his  own  company  within  18  months. 

You  can  bet  the  folks  at  General 
Instrument  feel  like  dopes.  Ciena 
Corp.,  the  outfit  Huber  founded,  last 
February  pulled  off  the  biggest  initial 
public  offering  of  a  startup  company 
ever,  with  a  first-day  valuation  of  $3.4 
billion.  Linthicum,  Md. -based  Ciena 
now  sports  a  market  value  of  $4.9 
billion,  more  than  the  combined 
value  of  the  three  companies  General 
Instrument  recently  split  into. 

With  likely  revenues  of  just  $370 
miUion  in  the  fiscal  year  ending  this 
month,  and  profits  of  $110  million, 
Ciena  Corp.  is  selling  on  future 
prospects  rather  than  on  present 
results.  Investors  are  paying  up  to  get 
an  early  foothold  in  the  new  field  of 
photonics,  the  next  leap  in  the  infor- 
mation revolution. 

This  technology  is  a  contest  of 
speed,  measured  in  bits  per  second. 
Ciena  was  the  first  company  to 
market  a  device  that  can  cram  40  bil- 
lion bits  per  second  through  a  single 
strand  of  glass  fiber.  In  that,  Ciena 
was  a  step  ahead  of  gorilla-size  com- 
petitors like  Lucent  Technologies, 
nee  and  Pirelli. 

What  is  40  billion  bits  per  second? 
It's  enough  to  handle  600,000  phone 
conversations,  or  1 .4  million  Internet 
connections  using  28. 8 -kilobit 
modems.  Alternatively,  you  could  use 
your  40  billion  bits  per  second  to  dis- 
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tribute  4,000  different  full-motion 
video  streams,  or  to  distribute 
200,000  high-quality  audio  feeds  to 
people  who  want  to  sample  cds. 

Think  of  it  in  this  way:  Photonics 
is  the  paving  for  the  information 
superhighway.  It  brings  much  closer 
movies-on-demand,  ubiquitous  tele- 
conferencing and  continent-to-conti- 
nent medical  imaging. 

A  40-gigabit  line  is  an  information- 
carrying  channel  a  billion  times  as 
wide  as  the  first  transcontinental  tele- 
graph line  was  in  1866.  Where  that 
line  carried  just  dit-dah-dit,  this  one 
could  transmit  real-time  encounters 
among  people  over  huge  distances. 
This  is  what  engineers  are  referring  to 
when  they  talk  about  "bandwidth." 
Bandwidth  is  data-carrying  capacity. 

Much  of  what  the  world  now  does 
with  electrons — that  is,  with  electric- 
ity— it  will  someday  do  cheaper  and 
faster  with  photons — that  is,  light. 
What  is  so  special  about  light?  Is  it 
that  it  is  faster  than  electricity?  Not 
particularly.  The  electricity  in  wires 
and  the  laser  light  in  an  AT&T  fiber 
travel  at  more  or  less  the  same  speed, 
about  two-thirds  the  speed  of  a 
moonbeam  going  through  empty 
space.  The  difference  between  elec- 
trons and  photons  is  more  subtle. 

If  your  knowledge  of  physics  is 
inadequate  or  out-of-date,  consider 
this  analogy:  the  old-fashioned  hand 
semaphore.  This  was  a  handy  means 
of  sending  vital  information  over  dis- 
tances where  a  human  voice  could 
not  carry.  Light  reflected  off  the  sem- 
aphore on  one  ship  traveled  to  the 
other  ship  in  the  blink  of  an  eye.  But 
the  velocity  of  the  light  doesn't  tell 
you  anything  about  how  much  infor- 


mation the  semaphore  could  convey 
in  a  second.  The  data- moving  speed 
was  a  fiinction,  rather,  of  how  quick- 
ly the  semaphore  operator  could>| 
move  his  arms.  Well,  photons  can 
wave  their  hands  more  rapidly  than 
electrons  can. 

The  consequence  is  that  glass  fibers 
carrying  light  can  transport  immense- 
ly more  bits  of  data  in  a  second  than 
wires  carrying  electricity.  It  doesn't 
mean  that  your  phone  calls  will  be 
free.  But  it  does  mean  that  a  dollarill 
will  buy  you  a  lot  more — a  phone  call 
around  the  world  rather  than  just: 
around  the  corner,  or  a  videoconfer- 
ence  rather  than  a  tinny  voice. 

In  the  immediate  future,  cheap 
fiber-optic  communications  channels 
will  make  the  Internet  faster,  and 
overseas  phone  calls  more  affordable. 
Within  the  next  decade  they  could 
make  possible  universal  video  com- 
munication, connecting  homes  and 
businesses  just  as  telephones  connect 
people's  voices.  Through  your  desk- 
top computer  you  will  be  able  to  see 
your  customer's  face  when  you  take 
his  order.  And  maybe  even  shake  his 
hand.  "I  can  theorize  a  way  to  trans- 
mit all  the  information  required  for  a 
sensation  of  touch  or  smell  or  tem- 
perature," says  William  Gartner, 
Lucent's  vice  president  for  optical 
networking  products.  It  all  depends 
on  transmitting  data  cheaply  enough. 

Ciena  says  it  will  do  100  billion 
bits  per  second  in  products  coming 
to  market  early  next  year.  The  big 
guys  are  right  on  Ciena's  heels,  but 
for  now  its  slim  lead,  coupled  with 
insatiable  demand  from  the  commu- 
nications industry,  translates  into  sales 
growth  close  to  50%  annually. 
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:  ena  Corp.  founder  David  Huber 

He  didn't  worry  about  cannibalizing  an  existing  product  line.  He  didn't  have  one. 


Ciena  almost  didn't  happen. 
Huber,  now  46,  squandered  the  first 
year  of  his  18 -month  funding 
window  trying  to  peddle  his  idea  as  a 
cable  t\'  technology,  first  to  big  com- 
panies like  Hewlett-Packard,  then  to 
a  dozen  East  Coast  venture  capital 
firms.  No  takers. 

Then  a  fellow  venture  investor 
showed  Huberts  business  plan  to  Jon 
Bayless,  a  partner  in  Dallas'  Sevin 
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Rosen  Funds  venture  capital  firm. 
Sevin  Rosen  is  best  known  for  its 
computer  successes — most  notably 
Compaq — but  Bayless  is  a  telecom- 
munications man.  He  holds  three 
digital  transmission  and  switching 
patents.  In  October  1993  he  traveled 
to  Philadelphia  for  a  demonstration 
of  Huber's  work  in  a  General  Instru- 
ment lab. 

What  he  saw  made  him  agree  on 


the  spot  to  fund  Huber's  company. 
Six  months  later,  just  in  time  to  meet 
General  Instrument's  deadline,  Sevin 
Rosen  and  other  backers  put  up  $3.3 
million.  Total  venture  funding  for 
Ciena  eventually  hit  $40  million. 
Bayless  arranged  for  a  seasoned  tele- 
com and  computer  executive,  Patrick 
Netdes,  like  Huber  a  Ph.D.  physicist, 
to  serve  as  Ciena's  chief  executive. 

Huber  started  with  a  laser  and  a 
prism.  Feeding  laser  light  through  a 
prism  takes  advantage  of  a  trick  of 
physics:  You  can  use  a  single  glass 
fiber  to  simultaneously  transmit  inde- 
pendent signals  on  separate  colors,  or 
frequencies.  It's  just  like  having  a 
television  transmitter  that  simultane- 
ously broadcasts  16  channels. 

Then  Huber  added  a  device  called 
an  optical  amplifier.   He  doped  a 
strand  of  fiber  with  erbium,  a  soft,  sil- 
very metal,  to  create  the  amplifier. 
This  little  gadget,  two  to  three  square 
inches  in  size,  boosts  the  strength  of 
a  light  signal  by  a  factor  of  1,000. 
The  optical  amplifier  fills  the  role  that 
electronic  amplifiers  do  in  old  copper 
telephone  lines  and  that  repeaters  did 
in  early  20th-century  telegraph  lines. 
Where  would  fiber  optics  be  with- 
out optical  amplifiers.^  Almost  where 
computers  would  be  without  the 
transistor:  feasible,  but  clunky  and 
expensive.  Since  light  diffuses  as  it 
travels,  a  signal  must  be  refreshed. 
Fiber-optic  lines  use  regenerators  to 
convert  light  to  electricity,  electroni- 
cally amplify  the  signal,  then  convert 
the  signal  back  into  a  laser  beam.  The 
process  is  power- consuming  and  elec- 
tronically messy. 

Now  look  at  the  economics: 
Before  optical  amplifiers,  fiber  lines 
needed  regenerators  every  19  to  25 
miles,  at  a  cost  of  $75,000  per  regen- 
erator. Each  signal  needs  its  own 
regenerator.  So  transmitting  16  sig- 
nals at  once— as  Ciena's  equipment 
does — would  have  meant  putting  in 
$1.2  million  worth  of  regenerators 
every  20  miles  or  so.  The  cost  would 
have  overwhelmed  the  advantages. 

With  a  pair  of  optical  amplifiers 
spaced  every  75  miles,  however,  a 
light  signal  can  go  up  to  373  miles 
between  regenerators.  Optical  ampli- 
fiers cost  about  $75,000  apiece. 
That's  why  phone  companies  are 
motivated  to  make  the  switch  from 
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electrons  to  photons. 

Huber  didn't  invent  this  technolo- 
gy. In  the  1980s  British  researcher 
David  Payne  did  pioneering  work  on 
optical  amplifiers  (see  story,  p.  66),  and 
Bell  Labs  began  toying  with  multi- 
color fiber  optics.  Huber  and  Nettles 
were  simply  more  willing  to  push  tlie 
technology,  and  more  cognizant  of  its 
economic  potential.  Why  did  Bell  fail 
to  follow  through?  In  part  because 
bureaucracies  are  inherendy  less  cre- 
ative than  individuals. 

One  reason  for  this,  says  Martin 
Kaplan,  chief  technology  officer  of 
Sprint,  Ciena's  first  customer:  "Com- 
panies that  were  also  selling  regener- 
ators, like  Lucent,  Alcatel,  nee  and 
Northern  Telecom,  would  have  had 
to  cannibalize  their  existing  product 
stream  in  order  to  go  into  [the  newer 
technology].  Eventually  they  did,  but 
at  a  slower  pace." 

As  it  turned  out,  Ciena's  first  prod- 
ucts, introduced  in  May  1996,  hit  the 
market  just  as  the  Internet  began 
gulping  mammoth  amounts  of  band- 
width. Sprint  will  spend  about  $130 
million  this  year  on  Ciena  equipment 
for  its  27,000-mile  network.  Mont- 
gomery Securities  analyst  William 
Magill  expects  Ciena  to  win  at  least 
$100  million  next  year  in  business 
from  AT&T. 


A  rainbow  of  bits 

Multiplexing  is  the  art  of  transmitting  more  than  one 
message  at  once  through  a  single  communications  line, 
its  history  goes  back  more  than  a  century,  to  some 
clever  inventions  by  Jean-Maurice-Emile  Baudot,  Thomas 
Edison  and  others  who  were  trying  to  get  more  mileage 
out  of  telegraph  lines. 

Today  Ciena  has  the  sexiest  multiplexing  scheme  in 
commercial  use,  sending  40  gigabits  per  second  over 
16  channels.  Each  chan- 
nel transmits  2.5  billion 
bits  a  second  in  the 
form  of  unimaginably 
brief  light  pulses.  A 
burst  of  light  repre- 
sents a  1  and  the 
absence  of  a  burst  a  0. 

The  essence  of  this 
frequency 
multiplexing  is  that 
blips  of  different  colors 
can  be  zapped  down  a 
glass  fiber  without 


And  yet  Ciena  has  scarcely 
scratched  the  surface  of  the  potential 
market.  Between  now  and  2001, 
phone  companies  could  spend  a  total 
of  $10  biUion  on  the  kind  of  equip- 
ment Ciena  sells,  according  to  MagUl. 


(These  figures  do  not  include  oudays  i 
for  fiber-optic  cable  and  switching : 
gear — markets  in  which  Ciena  does  < 
not  compete.) 

If  big  companies  are  slow  to  move, , 
however,  when  they  do  move  it  is  i 


The  last  furlong 


Fiber 

A  NONTECHNOLOGICAL 

obstacle  must  be  over- 
come before  the  world  can 
experience  the  fiiU  won- 
ders of  photonics:  money. 
It  will  cost  as  much  as 
$100  billion  to  rewire 
American  homes.  Trans- 
late this  into  world  needs 
and  you  might  be  talking 
about  $1  trillion. 

Telephone  and  cable  TV 
companies  have  installed 
25  million  miles  of  fiber- 
optic cable  in  the  U.S.  and 
are  adding  thousands  of 
miles  a  day.  But  the  fiber 


reaches  into  only  a  few 
living  rooms.  Usually  it 
stops  somewhere  between 
a  few  yards  and  a  few  hun- 
dred yards  away. 

That  last  leg  of  the  trip 
is  a  bottleneck — a  mega- 
billion-dollar  botdeneck. 
If  it  is  not  eliminated, 
speedy  Internet  connec- 
tions and  movies-on- 
demand  are  just  a  dream. 
While  Bill  Gates'  new  Web 
TV  promises  movies-on- 
demand,  they  will  in  fact 
have  to  be  ordered  up  a 
day  in  advance,  and  trans- 
mitted with  painfijl  slow- 
ness over  cable  lines  in  the 
small  hours  of  the  night. 
And  you'd  better  hope 
that  everyone  in  your 
neighborhood  hasn't 


decided  to  download  a 
movie  that  same  night. 

Sooner  or  later,  house- 
holds will  be  willing  to 
pay  for  digging  up  side- 
walks in  order  to  fiberize 
that  last  leg.  In  the  mean- 
time, some  other  tech- 
nologies may  fill  the  gap. 

Copper 

The  telephone  industry 
owns  the  copper  wires 
that  already  go  into  your 
house  and  would  like  to 
get  more  out  of  them. 
The  bandwidth  of  home 
phone  lines  conveys  only 
up  to  56  kilobits  per 
second.  But  with  clever 
compression  schemes  and 
electronic  tricks,  you  can 
ram  800  times  as  much 


data — 50  megabits,  that 
is — down  a  twisted  pair. 

You  can  exploit  wires 
fiarther  by  tailoring  them 
more  to  receive  data  than 
to  send  it.  This  method, 
called  asymmetric  digital 
subscriber  line,  uses  most 
of  the  copper's  capacity  to 
bring  video  into  the  house 
and  only  a  small  portion 
to  export  channel-chang- 
ing commands. 

Any  way  you  arrange  it, 
however,  the  amount  of 
data  a  length  of  copper 
can  transmit  is  inversely 
related  to  the  length.  You 
can  transmit  low-defini- 
tion video  on  demand  and 
Internet  access  at  1.5 
megabits  over  a  3-mile 
range.  For  digital  televi- 
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I  tripping  over  oim  anottMff.  You  could 
send  th«  sequence  10011  (green)  at 
the  Mme  time  you  send  11100  (red) 
by  stacking  one  atop  ttie  other. 

This  schematic  takes  some  liber- 
ties with  the  colors,  in  truth,  the  16 
channels  are  packed  close  together 
in  frequency,  and  they  are  all  in  the 
invisible  infrared  spectrum.  Also, 
each  pulse  contains  40,000  up-and- 
down  cycles  of  the  light  wave,  not 
the  half-dozen  shown. 

The  bit  race  goes  on.  Pirelli  says 
its  leo^gabft  system  will  be  ready 
any  day  now.  Ljicent  has  demonstrat- 
ed terabit  fiber  in  the  lab. 


with  tremendous  force.  Lucent  is 
telling  phone  companies  that  an  all- 
Lucent  system  can  be  had  for  10%  to 
15%  less  than  one  that  includes  some 
Ciena  parts.  Pirelli,  the  Italian  tire 
and  high-tech  firm,  stumbled  on  a 


16-channel  system,  but  is  now  trying 
to  leapfrog  Ciena  with  a  32 -channel 
model.  In  Europe,  which  will  dereg- 
ulate its  telephone  industry  on  Jan. 
1,  Ericsson  and  Alcatel  have  an  edge. 
Like  many  great  scientists,  Huber 
lacked  executive  skills.  Bayless  and 
Nettles  moved  him  out  of  manage- 
ment in  1995,  and  in  May  he 
resigned  from  the  firm.  Don't  weep 
for  him.  He  got  Ciena  stock  worth 
some  $300  million.  Sevin  Rosen, 
meanwhile,  has  distributed  to  its  part- 


ners Ciena  shares  worth  $626  mil- 
lion. Their  average  cost  for  the  now 
$46  stock:  44  cents  per  share. 

And  the  company?  Bayless  shrugs 
at  the  competitive  threat  from  the 
behemoths.  He  has  often  seen  the 
giants  humbled,  especially  in  high 
tech.  His  partner  Benjamin  Rosen  is 
Compaq's  chairman.  "Ben  Rosen 
took  on  IBM  in  1982,  when  it  led  in 
PC  sales,  and  Compaq  passed  them  a 
long  time  ago,"  says  Bayless.  "Here 


we  come 


sion,  however,  you'll  need 
four  times  the  bandwidth, 
and  you'll  have  about  a 
quarter  the  range.  High- 
definition  television  would 
require  20  million  bits  per 
second  and  would  reach 
just  3,000  feet. 

Manufacturers  in  this 
market:  NextLevel,  Broad- 
band Technologies,  West- 
ell, Ascend,  GlobeSpan, 
Analog  Devices  and  AT&T. 

Coaxial  cable 

Cable  television  already 
runs  by  90%  of  U.S. 
homes.  Capacity:  30 
megabits  per  second  per 
channel.  But  less  than  a 
tenth  of  today's  cable  sys- 
tems let  the  consumer 
transmit  data,  and  the 


lines  are  shared.  That 
means  that  if  you  have  a 
bandwidth-hog  for  a 
neighbor,  you  may  have 
trouble  downloading 
E-mail,  let  alone  a  movie. 

Partial  solution: 
©Home  stores'  copies  of 
popular  Internet  content 
on  local  servers.  You  may 
think  you're  hitting  a  site 
in  Thailand,  but  you're 
actually  downloading  a 
mirror  image  of  that  site 
fi-om  down  the  street. 

By  August  1997  cable 
operators  were  offering 
two-way,  high-speed 
Internet  service  to  some 
3.4  million  homes.  One 
percent  of  them  have 
opted  to  take  it. 

Manufacturers  of  cable 


equipment:  Motorola,  Bay 
Networks,  Hybrid  Net- 
works and  NextLevel. 

Airwaves 

The  idea  of  beaming  wire- 
less signals  makes  sense 
where  wire  and  cable  can't 
go,  say,  to  an  island,  a  ship 
at  sea,  or  the  remoter 
boondocks — or  where  they 
haven't  been  installed — as 
in  an  undeveloped  country. 
But  in  most  of  the  U.S., 
wire  is  thick  on  the 
ground,  spectrum  is  hard 
to  come  by,  and  trees,  hills 
and  buildings  tend  to 
block  reception. 

Players  in  the  wireless 
data  market:  NextLevel, 
Hybrid  Networks  and  New 
Media  Communication. 


Bill  Gates 

A  few  years  ago  he  was 
saying  that  Forbes' 
George  Gilder  was  nuts  to 
think  that  broadband 
links  to  the  home  were 
around  the  corner.  Gates 
talked  of  a  coming  era  of 
middleband  connec- 
tions— enough  for  the 
Internet,  but  not  for 
Internet  video. 

Gates  may  be  a  little  less 
dogmatic  now.  In  Septem- 
ber Microsoft  announced 
it  would  invest  $  1  billion 
in  Comcast,  a  cable  com- 
pany that  means  to  blend 
the  Internet  with  televi- 
sion. Could  the  next  item 
on  Bill's  shopping  list  be  a 
fiber-optic  company.^ 
-NiKHIL  HUTHEESING    ^ 
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Thanks  to  Congress,  Fannie  Mae  has  been  a  compound-interest  machine. 
What  Congress  giveth,  Congress  can  take  away.     ,. 

Fall  of  the  hous 


By  Gretchen  Morgenson 

With  $366  billion  in  assets,  Fannie  Mae  is  the  nation's 
largest  corporation.  A  decade  of  double-digit  earnings 
growth  has  made  it  one  of  Wall  Street's  most  beloved 
stocks.  Year  after  year  it  has  earned  around  25%  on  share- 
holders' equity. 

Had  you  invested  $10,000  in  Fannie  Mae  common  a 
decade  ago,  you  would  have  $143,374  in  1997.  One  avid 
fan  is  Fidelity,  owner  of  13%  of  the  shares  outstanding. 
Indeed,  on  Wall  Street,  questioning  Fannie  Mae's  fiiture 
is  simply  not  done.  Everybody  loves  the  old  girl. 

Such  near-unanimity  about  a  stock  is  often  a  sign  of 
dangerous  complacency.  You  don't  have  to  be  a  died-in- 
the-wool  contrarian  to  see  that  Fannie  Mae  has  developed 
some  troubling  symptoms. 

Fannie  Mae  is  not  your  typical  business.  Until  recently 
known  as  the  Federal  National  Mortgage  Association, 
Fannie  Mae  began  life  59  years  ago  as  a  federal  agency  in 
the  National  Housing  Act.  Then,  and  now,  its  mission  was 
set  by  a  fairly  confining  congressional  charter:  to  enhance 
the  availability  of  mortgage  credit  in  good  times  and  bad. 
Owning  a  home  being  an  essential  in  the  American  dream. 
Congress  wanted  to  make  sure  that  credit  was  there  when 
people  were  ready  to  buy. 

In  1968  the  company  was  converted  into  a  government- 
sponsored  private  corporation;  its  stock  began  trading  two 
years  later  on  the  New  York  Stock  Exchange  at  a  split- 
adjusted  $1.28  per  share. 

Fannie  Mae  doesn't  actually  lend  money  to  homebuy- 
ers;  it  buys  mortgages  from  lenders  who  do.  It  is  restrict- 
ed by  the  government  to  operating  in  the  secondary 
market  for  mortgages  below  a  set  loan  amount — current- 
ly $214,600.  Mortgages  above  this  limit  are  called  jumbo, 
or  nonconforming  loans,  and  are  none  of  Fannie  Mae's 
business. 

The  company  is  as  profitable  as  it  is  essentially  because 
it  can  borrow  money  more  cheaply  than  most  other  bor- 
rowers. Though  its  bonds  are  not  guaranteed  by  Uncle 
Sam,  there  is  an  implicit  guarantee  that  enables  Fannie 
Mae  to  borrow  a  bit  more  cheaply  than  others  can.  It  pays 
between  25  and  70  basis  points  less  on  its  paper  than  com- 
petitors like  GE  Capital  or  Golden  West  Financial  pay.  By 
leveraging  this  edge  over  hundreds  of  billions  of  dollars, 
Fannie  Mae  is  able  to  earn  25%  returns  on  its  capital. 

If  it  holds  the  mortgages  it  writes,  Fannie  Mae  profits 
from  the  spread  between  what  it  pays  to  borrow  and  what 
it  receives  from  the  mortgagee.  If  it  sells  the  mortgages  to 
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the  market  to  be  securitized  into  pools,  it  guarantees: 
timely  payments  of  principal  and  interest,  for  which  Fanniel 
Mae  receives  a  guaranty  fee,  recently  around  22  basis! 
points  per  mortgage  dollar.  The  guaranty  business  has,! 
been  by  far  the  larger  of  the  two  businesses;  carrying  mort- 
gage loans  has  been  the  more  profitable. 

Simple  and  basic.  The  kind  of  story  investors  love. 

Fannie  Mae  is  exempt  from  state  and  local  corporatet] 
income  taxes  and  from  registering  its  securities  with  the 
Securities  &  Exchange  Commission,  and  it  gets  to  use  the.j 
Federal  Reserve  as  a  transfer  agent.  In  a  1996  study,  theJ 
General  Accounting  Office  estimated  that  Fannie  Mae'sj 
exemption  from  state  and  local  income  taxes  and  securities] 
registration  saves  it  between  $300  million  and  $400  mil- 
lion per  year.  That  adds  3  cents  to  4  cents  per  share  to  theJ 
bottom  line. 

Other  gifts  showered  on  Fannie  Mae  by  an  adoringJ 
Congress  include  capital  requirements  below  those  of  its  1 
competitors.  Fannie  Mae,  for  instance,  must  maintain  cap- 1 
ital  of  just  2.5%  of  its  balance-sheet  assets  and  0.45%  of  off- 
balance-sheet  assets,  such  as  the  mortgage-backed  securi- 
ties it  guarantees.  Thrifts  and  banks,  however,  are  required  | 
to  keep  capital  of  8%  against  balance-sheet  assets  and  4% 
against  off-balance-sheet  assets. 

Thus  Uncle  Sam  has  virtually  guaranteed  Farmie  Mae's 
profitability.  What  he  cannot  guarantee,  however,  is 
growth.  Mortgage  originations  have  slowed  dramatically 
this  year.  During  the  six  months  that  ended  June  1997, 
Fannie  Mae's  mortgages  held  in  portfolio  grew  at  an  annu- 
alized rate  of  7.4%,  down  by  almost  half  from  the  13.1% 
growth  shown  during  the  same  period  last  year.  The 
decline  is  even  more  dramatic  when  compared  with  the 
roughly  15%  growth  Fannie  has  shown  in  its  mortgage 
portfolio  since  1990. 

Gro\\th  in  mortgage-backed  securities  fell  to  3.6%  from 
9.4%  in  the  previous  year;  growth  in  these  mortgage  pools 
had  been  13%  for  the  past  five  years. 

Several  worrisome  trends  are  at  work  here.  The  prima- 
ry housing  market  is  growing  at  just  6%  to  8%  annually, 
down  from  double-digit  rates  in  recent  years.  Then  there's 
the  fact  that  mortgage  originators  are  holding  on  to  more 
of  their  loans  now,  radier  than  selling  them  to  Fannie  Mae. 
With  interest  rates  stable  and  low,  many  financial  institu- 
tions are  willing  to  take  on  the  interest  rate  risk  they 
shunned  in  the  early  part  of  the  decade. 

Fannie  Mae  may  have  a  privileged  spread,  but  it  needs 
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RO.F.— 
Friends  of  Fannie 

Fannie  Mae  always  seeks 
friends  in  high  places.  The 
Clinton  Administration  is 
packed  with  her  pals: 
Three  Cabinet  members 
recuse  themselves  on  mat- 
ters relating  to  Fannie 
Mae,  either  because  they 
have  worked  there  or  they 
have  done  business  with 
the  company.  Goldman, 
Sachs  has  raised  so  much 
capital  for  Fannie  Mae  that 
Treasury  Secretary  Rubin 
has  a  potential  conflict  of 
interest.  Commerce  Secre- 
tary William  Daley  left  the 
board  of  Fannie  Mae  only 
this  spring;  Franklin 
Raines,  new  head  of  the 
Office  of  Management  & 
Budget,  was  vice  chairman 


of  Fannie  Mae  between 
1991  and  1996.  EUen 
Seidman,  a  former  special 
assistant  to  Fannie  Mae 
Chairman  James  Johnson, 
is  Clinton's  nominee  to 
head  the  Office  of  Thrift 
Supervision. 

The  Clinton  Administra- 
tion is  not  unique  in  this 
respect.  Chairman  and 
Chief  Executive  Officer 
James  Johnson  ran  the 
Mondale  for  President 
campaign.  Johnson  says  he 
has  worked  in  five  presi- 
dential campaigns  since  he 
was  18. 

Vice  Chairman  Jaime 
Gorelick  was,  until  1997,  a 
deput\'  attorney  general  at 
the  Department  of  Justice. 
Robert  Zoellick,  one  of 
Fannie  Mae's  executive  vice 
presidents,  was  Bush's 
\Vhite  House  deputy  chief 


of  staff;  board  member 
Ann  McLaughlin  was  labor 
secretary  under  Reagan. 
John  Buckley,  of  Fannie 
Mae's  public  relations  staff, 
was  communications. direc- 
tor for  Dole-Kemp  1996. 

William  Maloni  and 
Gerald  McMurr"a.y, 
Fannie's  in-house  lobby- 
ists, were  Hill  staffers; 
Herbert  Moses,  a  Fannie 
Mae  manager,  is  better 
known  as  the  domestic 
partner  of  Representative 
Barney  Frank,  a  member 
of  the  House  Banking 
Committee.  Fannie  Mae 
Vice  President  Mary 
Cannon  was  an  assistant 
secretary'  for  public  affairs 
at  HUD  under  Jack  Kemp. 

Outside  lobbyists/con- 
sultants retained  by  Fannie 
Mae  include  2vlichael 
Boland,  a  former  aide  to 


Senate  Majority  leader 
Trent  Lott;  Vin  Weber,  a 
House  member  from  1980[ 
to  1992  and  cochair  of  thel 
1996  Dole-Kemp  cam- 
paign; Lawrence  F. 
O'Brien  111,  son  of  the 
former  chairman  of  the 
Democratic  National 
Committee;  and  Kenneth 
Duberstein,  chief  of  staff 
under  Reagan. 

For  years  this  sort  of 
political  clout  has  protect- 
ed Fannie  Mae.  But  times 
change.  With  so  many  of 
its  firiends  susceptible  to 
conflict-of-interest 
charges,  they  will  find  it 
increasingly  difficult  to 
protect  the  company's 
interests.  Meanwhile,  its 
outsize  profits  and  privi- 
leged position  make  it  an 
increasingly  tempting 
target.  -G.M.M 


mortgages  to  earn  the  spread  on.  Those  mortgages  are 
getting  scarcer. 

Although  he  concedes  that  the  first  half  of  this  year  was 
relatively  grim,  J.  Timothy  Howard,  Fannie  Mae's  chief 
financial  officer,  argues  that  the  mortgage  shortage  is  only 
temporary.  He  says  consolidation  in  the  banking  world — 
specifically  commercial  banks  buying  mortgage  bankers — 
meant  that  banks  wound  up  keeping  unusually  high  num- 
bers of  mortgages  on  their  books  last  quarter  instead  of 
selling  them  to  Fannie  Mae.  According  to  Howard,  this 
won't  continue;  he  points  out  that  in  July  and  August  the 
market  rebounded  somewhat.  But  he  concedes  that  the 
volume  of  new  mortgages  is  likely  to  remain  volatile. 

And  that's  the  point.  Fannie  Mae's  ability  to  compound 
earnings  growth  steadily  owes  much  to  a  15%  growth  rate 
in  mortgage  originations.  If  that  growth  slows,  it  will  not 
be  able  to  reinvest  its  earnings  for  anything  like  the  return 
it  has  shown.  By  the  end  of  the  decade  the  company  will 
still  be  highly  profitable,  but  its  return  on  equit>'  will  surely 
be  lower.  Slower  growth  in  mortgage  originations  throws 
a  big  fat  wrench  into  Fannie  Mae's  compound  interest 
machine. 

Bert  Ely  of  Alexandria,  Va.  has  been  a  consultant  on 
public  policy  to  the  financial  services  industry  for  15  years. 
Most  Beltway  people  are  reluctant  to  criticize  Fannie 
Mae — an  outfit  that  has  Congress  eating  out  of  its  hand  is 
nothing  to  mess  around  with.  But  Ely  is  as  outspoken  as 
he  is  knowledgeable.  He  says:  "Fannie  Mae's  growth 
ambitions,  driven  by  the  stock  market,  exceed  the  pond 
they  are  in.  They  need  to  turn  the  pond  into  a  lake.  But 
the  bigger  they  get,  the  more  of  a  target  they  become." 


Target?  For  whom?  Lots  of  people.  Fannie  is  nocl 
beloved  in  the  financial  services  industry.  And  it  is  politi- 
cally \ailnerable:  What  Congress  has  bestowed.  Congress  | 
can  take  away. 

Ov^er  the  years  Fannie  Mae  has  prett}'  much  co-opted  its 
regulator,  the  Department  of  Housing  &  Urban  Devel- 
opment, and  many  members  of  Congress.  The  co-opting 
process  is  not  always  subtie:  Fannie  Mae  thinks  nothing  of 
threatening  to  mount  an  election  campaign  against  a  con- ! 
gressman  or  woman  who  crosses  it.  According  to  a  forth-  , 
coming  study  on  Fannie  Mae  by  the  Cato  Institute,  Fannie  . 
Mae  gave  $200,000  in  soft  money  to  Democratic  and 
Republican  campaign  committees  during  the  last  election 
cycle.  Giant  Citicorp,  a  company  with  broader  legislative 
interests,  gave  $163,000  during  the  period. 

Fannie  Mae,  to  be  blunt,  is  a  bit  of  a  bully.  A  lot  of  those 
who  have  been  bullied  are  beginning  to  line  up  with 
Fannie's  natural  enemies. 

Should  it  wish.  Congress  could  change  some  aspect  of 
Fannie  Mae's  deal — charge  user  fees,  for  example,  to  get 
back  some  of  the  value  of  the  implicit  government  guar- 
antee that  enables  Fannie  Mae  to  borrow  so  cheaply.  Or 
regulators  could  force  the  company  to  raise  more  capital 
than  it  has  had  to  maintain  in  tiie  past. 

The  people  who  run  Fannie  Mae  don't  let  on  that 
they're  worried  about  a  slowdown  in  mortgage  origina- 
tions. James  Johnson,  53,  Fannie  Mae's  chairman  and 
chief  executixe  oflicer,  says:  "M\'  own  personal  instinct  says 
that  the  mortgage  market  is  growing  at  a  faster  pace  than 
conventional  wisdom  says.  We  are  working  so  hard  at 
increasing  services  and  breaking  down  barriers  to  home 
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ownership,  I  think  growth  is  being  underestimated." 

But  Johnson  is  nonetheless  pursuing  new  businesses 
aggressively.  Reverse  mortgages,  which  allow  elderly  folks 
who've  paid  for  their  homes  to  borrow  against  them,  and 
rehabilitation  mortgages — structured  so  a  homebuyer  can 
borrow  additional  money  to  improve  a  house — are  two 
areas  that  Johnson  says  have  fantastic  potential. 

One  new  business  idea  that  Fannie  Mae  had  recently 


didn't  fly:  A  life  insurance  policy  for  homeowners  to  help 
cover  mortgage  costs  in  case  of  a  wage  earner's  death  or 
disability.  Although  technically  killed  by  the  tax  bill,  the 
humiliating  defeat  of  the  plan  was,  to  some,  evidence  of  a 
growing  resentment  toward  Fannie  Mae  in  Washington. 
A  few  years  ago,  Fannie  Mae's  measure  would  have  sailed 
right  through. 

Representative  James  Leach  (R-Iowa)  is  chairman  of 
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the  House  Committee  on  Banking  &  Financial  Services. 
He  believes  Fannie  Mae's  operations  should  come  under 
increased  scrutiny,  particularly  as  it  tries  to  enter  business- 
es beyond  its  home  mortgage  mission.  In  recent  months 
Leach  has  pressed  Fannie  Mae  on  the  insurance  plan  and 
its  $57  billion  nonmortgage  bond  portfolio.  "Are  these 
institutions  set  up  to  meet  individual  needs  or  Wall  Street 
expectations?"  he  asks  of  Fannie  Mae  and  her  brother 
Freddie  Mac. 

Well  aware  that  there  are  many  such  inconvenient  ques- 
tions lurking,  Fannie  Mae  employs 
no  fewer  than  five  lobbying  firms  to 
get  what  it  wants.  Its  reach  famous- 
ly extends  up  and  down  both  sides 
of  the  aisle  in  Congress  and  into  the 
executive  branch  (see  box,  p.  76). 

But  it  is  a  Washington  truth  that 
the  best  lobbying  leaves  no  finger- 
prints. And  Fannie  Mae's  sometimes 
heavy-handed  exercise  of  political 
influence  may  at  last  be  turning 
against  it.  Washington  sources 
report  a  growing  backlash  on  the 
Hill;  members  of  Congress  appear 
increasingly  uneasy  about  how  big 
the  company  has  gotten.  Note  well: 
Fannie  Mae  could  be  an  enormous 
source  of  government  revenues. 

Fannie  Mae's  Johnson  doesn't 
seem  worried;  his  view  is  the  com- 
pany's political  risk  has  never  been 
lower.  "We  have  a  broader  consen- 
sus today  among  both  parties  that  ^^^H 
we  are  fulfilling  an  absolutely  vital 
role  in  mortgage  finance,"  he  says. 

But  Fannie  Mae's  drumbeat  claim  that  it  makes  home 
ownership  more  affordable  at  no  cost  to  taxpayers  has  less 
and  less  credibility.  A  study  by  the  Congressional  Budget 
Office  last  year  estimates  that  fially  40%  of  Fannie  Mae's 
pretax  income  in  1995  was  due  to  its  lower  capital  costs. 

Translation:  Of  the  $3.9  billion  Fannie  Mae  reported  in 
pretax  income  last  year,  $1.56  billion  was  produced  by  the 
implied  federal  guarantee  of  Fannie  Mae's  borrowings. 
Ought  not  all,  or  at  least  most,  of  that  extra  income  flow 
into  the  Treasury  instead  of  into  Fannie  Mae's  coffers? 

When  Fannie  Mae  was  born  almost  60  years  ago,  it 
wasn't  easy  for  potential  homeowners  to  get  financing. 
Banks  were  reluctant  to  lend,  having  suffered  hea\y  losses 
on  the  unamortized  mortgages  that  were  prevalent  in 
Depression-era  America. 

That  was  long  ago.  Today  there  are  dozens  of  sources 
of  credit  open  to  home  buyers,  and  the  packaging  of  mort- 
gages into  securities  has  opened  the  entire  capital  market 
to  home  buyers.  If  Fannie  Mae  were  to  liquidate  tomor- 
row, there  would  be  scarcely  a  ripple  in  the  market.  Mort- 
gage rates  would  likely  rise  a  bit  on  loans  below 
$200,000 — one  estimate  says  the  average  holder  of  a 
$100,000  mortgage  might  pay  between  $10  and  $25 
more  per  montii — but  new  entrants  into  the  market  could 
drive  down  costs  a  bit. 
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Heady  days  of  earnings  and  mortgage 
loan  growth  are  a  thing  of  the  past. 


Housing  for  minorities?  A  recent  Federal  Reserve  Boarc 
study  estimated  the  credit  risk  on  lower-income  and 
minorit)'  borrower  mortgages  taken  on  by  players  in  th( 
mortgage  market.  Was  Fannie  Mae  the  lender  of  last  resor| 
to  these  people  scrambling  to  move  up  the  social  scale: 
Nope.  Only  13%  of  mortgages  purchased  by  Fannie  Mati 
belonged  to  lower-income  homeowners — folks  whosti 
incomes  were  less  than  80%  of  the  median  family  income 
Commercial  banks'  lower-income  mortgage  holdings  were 
much  higher:  24%.  And  in  FHA-eHgible  mortgages  extend 
ed  to  black  or  Hispanic  borrowers 
Fannie  Mae  and  Freddie  Mai 
accounted  for  only  10%. 

Does  competition  from  Fannici 
Mae  help  keep  mortgage  rates  low!' 
Slightly.  In  the  jumbo-mortgag 
market  where  Fannie  Mae  canno 
operate,  interest  rates  are  about  25 
basis  points  higher.  Some,  but  not 
all,  of  this  difference  results  from 
Fannie  Mae  passing  on  to  borrowen: 
its  own  low  borrowing  costs.  But  ii 
the  intent  of  Congress  is  to  subsidize] 
home  ownership,  Fannie  Mae  is  an 
inefficient  conduit. 

The  Congressional  Budget  Office] 
looked  at  the  total  ftinding  advan 
tage  that  Fannie  Mae  gained  in  1995 
because  of  the  implicit  federal  guar 
an  tee.  It  estimated  the  "subsidy"  at 
$3.9  billion.  Of  this,  it  figures  Fannie 
Mae  passes  through  $2.5  billion  to 
homeowners;  $1.4  billion  remained 
in  Fannie  Mae's  treasury.  In  other 
words,  Fannie  Mae  kept  $1  for  ever)^  $2  it  passed  through. 
A  Congress  desperate  to  find  new  revenue  \vithout  rais- 
ing taxes  is  going  to  find  it  harder  than  before  to  keep  its 
hands  out  of  Fannie  Mae's  pockets. 

For  now,  Fannie  Mae  has  plenty  of  money  to  pay  the 
lobbyists  who  stand  guard  for  it  in  Congress.  It  takes  good 
care,  too,  of  its  top  brass.  The  1996  annual  report  lists  111 
vice  presidents  and  28  senior  vice  presidents.  Fannie  Mae's 
compensation  expense  totaled  $344  million  in  1996.  With 
3,300  employees,  that  translates  to  a  per-employee  salary 
of  $62,400.  According  to  the  Bureau  of  Labor  Statistics, 
the  per-emplovee  compensation  at  a  bank  or  thrift  in  the 
U.S.  is  $36,000. 

Chairman  James  Johnson  earned  $2.1  million  in  annual 
compensation  last  year,  plus  another  $4  million  in  long- 
term  payouts.  The  value  of  his  exercisable,  in-the-money 
options  was  $9  miUion  at  year-end  1996.  Other  top 
employees  were  similarly  well-compensated.  One  of  John 
son's  perks:  a  two-man  advance  team  that  travels  ahead  ot 
him  to  make  sure  that  restaurant  reservations  are  in  order 
and  the  flowers  are  fi^esh  in  his  hotel  rooms. 

You  can't  expect  shareholders  to  complain  about  such 
lavish  spending  so  long  as  Johnson  is  running  a  com- 
pound-interest machine  for  them.  But  with  the  mortgage 
market  slowing  and  Fannie  Mae's  political  vulnerability 
increasing,  the  machine  may  be  slowing  down. 
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This  white  paper  was  prepared  by  the 
Yankee  Group,  a  subsidiary  ofPrimark 
Corporation.  The  Yankee  Group  is  a 
worldwide  market  research  and  consuU- 
ingfirm  that  regularly  conducts  research 
on  the  technology  market  and  user  impli- 
cations for  enterprise  applications  and 
electronic  commerce.  The  Yankee  Group 
has  over  700  client  firms,  ranging  from 
users  and  vendors  of  enterprise  applica- 
tions and  electronic  commerce  products 
and  services  to  the  investment  community. 


"We  are  a  customer-focused  organization." 
"Quality  is  our  top  priority." 

Sound  familiar?  These  days,  some  vari- 
ant of  the  above  is  the  vision  statement  for 
most  major  corporations.  The  reason  is 
obvious:  If  you  don't  focus  on  these  essen- 
tial elements  in  both  your  products  and 
relationships,  your  competition  certainly 
will,  taking  your  business  and  your  liveli- 
hood with  them. 

Customers  these  days  demand  high 
quality,  fast  delivery  and  customized 
products.  While  mission  statements  such 
as  the  above  are  easy  to  come  by,  many 
corporations  are  finding  that  it  is  harder  to 
practice  what  they  preach.  As  corporations 
attempt  to  become  customer-  and  quality- 
focused,  there  is  a  pressing  need  to  both 
possess  and  utilize  the  tools  to  do  the 
job  right. 

▲  Integrated  Logistics  and 
Supply-Chain  Management 

In  the  information  age,  the  vertically 
integrated  corporation  is  fast  becoming 
extinct.  To  compete  in  today's  economy, 
companies  must  extend  beyond  their  own 
borders  and  strategically  align  with  part- 
ners. In  this  atmosphere,  strategic  sourcing 
and  inter-enterprise  cooperation  are  becom- 
ing a  competitive  necessity.  The  key  ques- 
tions companies  must  ask  themselves  are 
which  product  components  should  be  pro- 
duced internally  and  which  obtained  from 
outside  suppliers. 

The  most  successful  companies  are 
focusing  on  their  core  competencies  — 
determining  those  areas  in  which  they  are 
"best  of  breed"  and  obtaining  everything 
else  from  the  outside.  As  products  and  ser- 
vices become  increasingly  complex  and 
customers  more  demanding,  the  key  to 
competitive  readiness  lies  in  locating, 
acquiring  and  coordinating  raw  materials. 


components  and  services  from  outside  the 
corporation,  while  adding  value  at  each 
stage  of  the  process.  These  various  stages 
of  production  —  from  raw  material  to  sup- 
plier to  manufacturer  to  distribution  channel 
to  customer  —  are  known  as  supply  chains. 
While  the  ability  to  rely  on  best-of-breed 
suppliers  is  a  tremendous  opportunity  for 
companies  to  focus  their  business  and  hone 
their  competitiveness,  these  relationships, 
also  come  at  a  cost.  As  supply  chains 
lengthen  and  become  more  complex,  pow- 
erful tools  are  needed  to  plan  and  coordi- 
nate them.  In  addition,  best  practices  must 
be  formulated  and  implemented  to  manage 
and  execute  the  logistics  component  —  the 
actual  delivery  of  products  and  services. 
This  set  of  tools  and  best  practices,  which 
the  Yankee  Group  refers  to  as  Integrated 
Logistics  and  Supply-Chain  Management, 
is  the  focus  of  this  report. 

The  Virtual 
Corporation 
Is  Here 


Suppliers 


Supply  Chain 


In  the  quest  for  compet- 
itiveness, your  company  is 
rapidly  becoming  at  least 
as  dependent  upon  the 
quality  of  its  partnerships 
as  it  is  upon  its  own  prod- 
ucts and  services  —  a  situ- 
ation that  is  likely  to  inten- 
sify as  true  inter-enterprise 
applications  take  hold  in 
the  near  future. 

How  you  coordinate  operations  with 
your  business  partners  will  determine  your 
competitiveness  in  the  coming  era.  This 
coordination  occurs  at  two  levels:  the 
information  level  at  which  these  operations 
are  planned  (commonly  referred  to  as 
Supply-Chain  Management,  or  SCM),  and 
the  physical  level  at  which  the  actual  deliv- 
ery of  products  and  services  is  coordinated 
and  managed  (also  known  as  Integrated 
Logistics).  Best-of-breed  Integrated 
Logistics  and  Supply-Chain  Management 
(ILSCM)  practices,  used  appropriately,  can 
help  you  better  manage  assets,  resources, 
cycle  times,  orders  and  throughput. 

Effectively  managing  the  supply  chain 
provides  a  significant  opportunity  to 
enhance  your  profitability.  From  a  cost  per- 
spective, your  organization  becomes  more 
efficient;  you  become  better  at  managing 
how  you  interact  with  your  suppliers.  In 
other  words,  you  buy  smarter.  As  a  bonus. 


you  build  tight  partner  relationships. 

By  effectively  managing  the  supply 
chain,  you  will  improve  your  companyl 
customer  focus  as  well.  This  is  perhaps 
most  critical  and  often  ignored  benefit  I 
implementing  integrated  supply-chain  :|| 
logistics  tools:  By  managing  your  suppB 
and  suppliers  more  effectively,  you  creJ 
longer,  more  satisfying  and  profitable  c| 
tomer  relationships.  By  doing  so,  you'l| 
only  cut  costs,  but  create  revenue. 

•  Introducing  the 
Extended  Enterprise 

Corporations  compete  on  three  fronts 
customer  satisfaction,  cost  and  time.  B 
today's  typical  paper-based,  reactive, 
event-driven  supply  chains  are  simply  i 
up  to  the  job  of  delivering  effectively  o 
all  three.  As  competition  intensifies,  co: 
rations  must  be  able  to  track  both  their 
their  partners'  resources  in  real  time  in 

Figure  1 
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order  to  meet  customer  needs  and  respo 
to  competitive  pressures. 

The  Extended  Enterprise,  illustrated 
above,  is  the  Yankee  Group's  model  for 
competitive  corporation.  The  Extended 
Enterprise  optimizes  your  organization': 
effectiveness  by  connecting  suppliers  to 
customers  in  real  time  and  with  optimal 
efficiency.  Both  time-based  and  custom< 
focused,  it  is  fast  becoming  the  model  f 
how  corporations  utilize  technology  to  :^ 
port  their  business  processes  and  partnei 
ships  with  both  suppliers  and  customers  I 

The  Extended  Enterprise  is  powered  \ 
the  back-office  applications  that  run  you 
internal  business  and  coordinate  your  su 
ply  chains  and  the  front-office  applicatic 
that  optimize  your  relationships  with  yo'  I 
customers.  It  relies  increasingly  upon 
advanced  information  technology  that 
enables  your  corporation  to  gain  greater 
visibility  and  respond  more  quickly  to 
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♦  VISUALIZE 

SUPPLY       CHAIN       MANAGEMENT 


Visualize  Manugistics.  The  world's  most  recognized 
name  in  supply  chain  management.  A  name  built  on 
performance.  Ours  and  yours. 

Performance  substantiated  by  our  relationships  with 
leading  ERP  software  suppliers  like  Baan,  Oracle,  and 
SAP.  Performance  proven  by  the  ROI  achieved  by  our 


DuPont,  Glaxo  Wellcome,  and  Unilever  who  are  taking 
supply  chain  management  to  new  heights. 

Visualize  how  Manugistics  can  drive  millions  to  your 
bottom  line.  And  don't  stop  there.  Call  for  a  copy  of 
our  CD-ROM  at  301-984-5263.  Or       •' 
visit  us  at  www.manugistics.com. 
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impressive  list  of  clients.  Like  Black  &  Decker,  Deere  &  Co.,      The  sky  is  the  only  limit. 


Manugistics* 


working  as  one 
Copyright©  1 997  Manugistics.  Inc.  Manugistics.  the  Manugistics  logo,  and  "working  as  one"  are  registered  trademarks  of  Manugiscics,  Inc.  Other  company  names  may  be  trademarks  and  are  the  property  of  their  respective  owners. 
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Sam  Kaye 

President 

Masterpack  International,  Inc. 

Getting  closer  to  your  customers 
—  learning  their  needs,  under- 
standing their  preferences  and 
anticipating  what  they  might  need 
next  —  is  critical  in  running  your 
business.  Helping  companies  get  up 
close  and  personal  with  their  cus- 
tomers is  Masterpack's  business. 
Masterpack  International,  Inc. 
provides,  implements  and  maintains 
Enterprise-Deep™,  Customer- 
Centric  software  solutions:  "Soft- 
ware that  runs  your  business.  And 
cares  for  your  customers." 

Masterpack  specifically  targets 
distribution,  light  manufacturing  and 
service  companies  that  have  com- 
plex distribution  requirements  and 
seek  to  differentiate  themselves 
through  exceptional  customer  care. 
For  these  midsized  organizations, 
Masterpack  delivers  both  best-of- 
breed  functionality  and  rapid,  cost- 
effective  implementation.  The 
Masterpack  Business  Solution  links 
the  selling  chain  with  the  supply 
cho/n,  and  includes  fully  integrated 
applications  in  the  areas  of  distribu- 
tion, financial,  marketing,  order 
entry,  service,  support,  warehouse 
management,  decision  support  and 
Internet  commerce. 

Founded  in  1 984,  Masterpack 
International  is  a  privately  held 
company  with  offices  in  the  U.S., 
Australia,  the  U.K.  and  New 
Zealand,  and  corporate  headquar- 
ters in  Atlanta,  Ga. 
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customer  demand  and  market  needs. 

By  viewing  themselves  as  an  Extended 
Enterprise  rather  than  a  disparate  collection 
of  departments  and  constituencies,  compa- 
nies can  much  more  effectively  allocate 
resources  and  move  materials  where  need- 
ed, when  needed  and  as  needed.  Such  a 
holistic  enterprise  view,  however,  requires 
the  support  and  attention  of  upper  manage- 
ment.  While  the  components  of  an 
Integrated  Logistics  strategy  can  be  dele- ' 
gated,  an  understanding  of  the  whole  of  the 
Extended  Enterprise  cannot. 

A  Integrated  Logistics  - 
Providing  Corporate  Agility 

Logistics  is  the  process  of  planning, 
implementing  and  controlling  the  flow  and 
storage  of  goods,  services  and  related  infor- 
mation from  point  of  origin  to  point  of  con- 
sumption. Though  as  much  as  10%  of  the 
U.S.  gross  domestic  product  (GDP)  is  spent 
on  logistics,  according  to  the  Yankee 
Group,  most  companies  weaken  their 
investment  by  failing  to  consider  its  broad- 
er implications  and  benefits. 

Integrated  Logistics  provides  corpora- 
tions with  a  system-wide  management  view 
of  the  entire  logistics  channel,  from  raw 
material  supply  management  through  fin- 
ished goods  distribution.  Since  logistics 
systems  by  definition  encompass  both  sup- 
ply and  demand  chains,  it  is  critical  that 
Integrated  Logistics  decisions  be  evaluated 
and  implemented  in  terms  of  their  impact 
on  the  entire  Extended  Enterprise,  and  not 
just  within  individual  departments.  This 
includes  such  areas  as: 

Network  design 

(both  inbound  and  outbound) 

#  Facility  site  selection 

▲  Freight  flow  analysis 
K  Mode  selection 

#  Flow-through  and  distribution 
center  design  and  layout 

▲  Operating  procedures 

f*  Monitoring  and  measurement  systems 

#  Transportation  management 

But  how  does  your  supply  chain  affect 
your  "demand  chain"  —  e.g.,  how  does 
how  you  buy  impact  upon  how  you  sell? 

Companies  typically  identify  "customer- 
centric"  activities  as  the  highest-value  activ- 
ities —  the  most  critical  areas  in  which  to 
invest  resources  and  achieve  the  highest 
possible  return.  In  order  for  companies  to 


identify  the  logistics-oriented  activities 
merit  investment  in  time  and  resources, 
necessary  for  them  to  understand  a  cent 
fact:  Consumers  buy  to  consume,  but  bi 
nesses  buy  to  sell. 

What  does  this  mean?  Simply  that  cc 
panies  do  not  buy  to  acquire  assets  —  t 
buy  to  support  their  business,  whether  t 
includes  buying  direct  production  comp 
nents  (e.g.,  an  auto  manufacturer  purchil 
ing  tires  or  fuel  pumps  from  a  compone 
supplier)  or  indirect  components  (such  ; 
machine  tools,  office  supplies  and  main 
nance  supplies).  Since  what  a  company . 
buys  is  ultimately  incorporated  either 
directly  or  indirectly  into  what  it  sells,  t 
effectiveness  of  a  company's  delivery  ti 
customer  is  ultimately  defined  and  dete: 
mined  by  its  supply  relationships  —  bol 
how  those  relationships  are  planned  and 
how  they  are  executed.  The  supply  chaii 
should  therefore  be  viewed  as  a  critical 
component  of  a  company's  delivery  to  i 
eventual  customer. 


The  Supply  Chain  - 
Much  More  Than  a  Chain 

The  supply  chain  encompasses  all  bu!j 
ness  information  flow,  processes  and  tral 
actions  between  suppliers  and  customers 
Ultimately,  however,  it  is  about  much  ml 
than  buying  and  selling.  In  order  to  movj 
raw  materials  to  manufacturers,  goods  tcl 
distributors,  products  to  retailers  and  puij 
chases  to  customers,  the  exchange  of  ret 
time  information  is  required. 

A  supply-chain  strategy  is  built  on  thel 
enterprise  applications  and  communicatil 
infrastructure  of  companies  and  their  pail 
ners.  These  applications  include  Enterpr 
Resource  Planning  (ERP)  systems,  whic 
coordinate  internal  scheduling  of  produc  I 
tion-related  activities,  and  Electronic  Da 
Interchange  (EDI)  systems,  which  faciliti 
the  movement  of  materials  and  coordina 
tion  of  systems  with  partners  outside  the 
walls  of  your  company.  Internet-based  E 
advanced  scheduling  and  planning  systeil 
product  configuration,  customer  service/ 
support  and  sales  automation  systems  arij 
also  being  integrated  into  a  powerful, 
complementary  array  of  corporate  suppl;  | 
chain  strategies. 

The  traditional  view  of  the  supply  chaii  I 
depicts  information  flowing  in  one  directi  | 
and  materials  (product)  flowing  out  the 
other,  but  the  reality  is  that  information  g<  I 
both  ways  —  all  of  which  can  and  should 


It's  a  nearly  universal  paradox. 
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increases  organizational  size.  And 
size  becomes  an  inhibitor  to  future 
success.  Especially  today,  when 
agilitv  and  flt^yihiiih.  ^^^ - 
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sites  for  remaining  competitive. 

For  more  information,  please  visit  our  web.. 


Sidestep  the  pitfalls  Of  success.  Wfth      ofasmgllone 

our  depth  of  experience  in  strategy, 

technology,  process  and  people,  we  ANDERSFN 
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SpaceWorks*  OrderManager* 
software  application  transforms 
traditional  order  processing  into 
a  complete  electronic  channel  ... 
one  that  directly  links  your 
supply  chain  partners  to 
information  in  your  back-end 
systems  over  the  Internet,  your 
corporate  intranet  or  extranet. 


auiCK.  60-DAy 
TUKNAROUND. 

PROVEN  Back-End 
integration. 

Open  Standards 
Technology. 

award-Winning. 
Working  Today. 


For  more  information,  call  us  at 

1-800-5-SPACE-5. 


~5-Rm7wJ^K-s- 


wAvw.spaceworks.com 
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exchanged  electronically.  Removing  paper- 
work eliminates  errors,  expedites  processing 
and  frees  your  employees  to  focus  on  higher 
value-added  activities.  Orders  flow  from  cus- 
tomer to  supplier,  while  acknowledgments, 
advance  ship  notices,  inventory  advice,  price 
hsts,  catalogs  and  other  information  flow 
back  in  the  other  direction. 

Add  to  these  routine  business  documents 
an  exchange  of  other  information,  such  as, 
point-of-sale  (POS)  data,  request  for  quotes 
(RPQs),  transfer  of  design  documents  (such 
as  computer-aided  design,  or  CAD  draw- 
ings), specifications,  instructions  and  reports 
of  quality  data  and  field  service  results,  and 
it  is  easy  to  see  that  the  traditional  notion  of 
a  supply  chain  is  much  more  complex  than 
it  appears  on  the  surface. 

Supply  relationships  rely  more  upon  a 
"web"  of  information  than  they  do  a  linear 
chain.  The  exchange  of  information  is  over- 
lapping and  concurrent,  extending  through 
the  entire  product  life  cycle,  from  design 
through  production,  distribution  and  service. 
That's  why  a  supply-chain  solution  is 
incomplete  if  it  fails  to  address  all  aspects 
of  planning,  execution  and  support. 

•  Why   Invest   in   This? 

Integrated  Logistics  and  Supply-Chain 
Management  is  critical  to  the  short-  and 
long-term  competitiveness  of  your  business, 
both  from  a  customer  and  a  supplier  per- 
spective. On  the  customer  side,  it  helps 
companies  create  value  by  improving  prod- 
uct availability,  delivery  times  and  consis- 
tency, ordering  and  other  service  elements. 
On  the  supply  side,  companies  can  gain  a 
competitive  advantage  by  extending  and 
tightening  relationships  with  suppliers,  man- 
ufacturers, retailers  and  transport  providers. 

Retailers  can  use  Supply-Chain  Manage- 
ment systems  to  provide  information  to  sup- 
pliers, manufacturers  and  distributors  that 
will  in  turn  enable  them  to  reduce  delivery 
response  times  and  stocking  levels  at  the 
retailers'  locations.  For  example,  by  provid- 
ing demand  forecasts,  actual  levels  and 
information  on  upcoming  events  (such  as  the 
Super  Bowl),  a  distributor  of  imported  beer 
might  advise  overseas  brewers  to  expect 
triple  the  normal  weekly  demand  the  week 
before  the  big  game. 

Gaining  a  better  understanding  of  distri- 
bution channel  and  customer  demand  can 
help  manufacturers  manage  their  own  pro- 
duction and  distribution  more  eff^ectively. 
Up-to-date  demand  information  can  help 
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Expertise.  Technology. 
Creativity.  These  underlying 
strengths  enable  Menio 
Logistics  to  provide  the  full  spec- 
trum of  logistics  solutions.  Menlo's 
2,500-person  talent  pool,  including 
industrial  and  systems  engineers, 
brings  unparalleled  Expertise  to 
projects.  Large  investments  in 
Technology  have  led  to  Menlo's 
world-class  systems,  such  as  global 
tracking,  real-time  warehouse  man- 
agement and  route  optimization. 
MenIo  Creativity  sparks  cus- 
tomized and  flexible  solutions, 
whether  it's  improving  information 
flow,  synchronizing  supply  and  dis- 
tribution functions  or  even  helping 
clients  crystallize  their  own  strate- 
gic business  plans.  Expertise. 
Technology.  Creativity.  With  them, 
MenIo  hones  the  competitiveness 
of  its  growing  blue-chip  client  base, 
including  Coca-Cola,  Hewlett- 
Packard,  NIKE,  Sears,  AT&T  IBM, 
Time  Warner,  Frigidaire.  SlimFast 
and  Dow  Chemical. 


John  Williford 

President  and  CEO 

MenIo  Logistics 


"More  and  more, 
as  we  grow  with 
new  clients,  we're 
also  taking  on 
greater  roles  in 
ij  \    ^^M^     managing  our 
^H  A    /^H    existing  cus- 
tomers' inventory, 
warehouses  and 
transportation,  throughout  North 
America  and  around  the  world.  Our 
clients'  growing  confidence  in  MenIo 
Logistics  is  the  best  proof  that  we 
continue  to  add  new  value  for  them." 
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OPPORTUNITY? 


Tanisys  Technology  has 
the  technical  and 
logistical  solutions  to 
turn  challenges  into 
real  opportunities. 
In  fact,  over  50% 
of  the  world's 
top  25  computer 
and  electronics 
manufacturers 
have  turned 
to  Tanisys  for 
cost-effective  services  ranging 
from  design,  production,  and 
test  expertise,  to  distribution 
and  after-market  support. 

With  Tanisys  as  your  manufacturing 
partner,  you're  assured  of  the  highest 
level  of  manufacturing  quality  coupled 
with  the  latest  test  technology  the  industry 
^^as  to  offer.  The  result .  .  .  improved  quality 
and  efficiency,  reduced  inventories,  and  greater  margins. 
Let  us  show,  you  the  opportunities  in  your  build-to-order  world. 

all/(8do)  88Q-1744  for  A)t)ur  Ipre^^  w^      paper.  The  Shift  to  Build-to-Order. 

ISO  9002  Compliant 


rTECfHNOLOGY 
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TechnicatahdLo^isticdl  Solutions  ^f^^^  Wot 

Visit  our  Web  site  at  www.taiiisys.com 

12201  Technology  BLvd.  Austin,  Texas  78727-6101  •  512-335-4440  •  ~ 
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I  he  strategy  of  UNILEVER- 
Latin  America  is  one  of 
profitable  growth.  In  order 
to  achieve  this  growth,  the  business 
will  have  to  reconfigure  itself  to 
obtain  benefits  from  all  opportuni- 
ties, both  at  the  country  level  as 
well  as  at  the  regional  level. The 
QAD  On/Q  Logistics  product  will 
enable  IT  to  quickly  adapt  to  new 
business  scenarios  delivering  func- 
tionality so  that  UNILEVER-Latin 
America  continues  to  be  the  market 
leader." 

Bento  Lira 

Information  Technology  Manager, 

Supply  Chain 

UNILEVER-Utin  America 

TOTAL  SUPPLY-CHAIN  MANAGEMENT  COSTS 


AulomoNve  industrial    Computer    Patkaged     Medical      Telecom 
Goods 

Best-in-doss  [ 

Median  [ 


Currently  under  development  at  Q^D, 
OnlQ^'^  is  a  new  suite  of  global  supply- 
chain  applications  designed  to  meet  the 
extended  enterprise  computing  needs  of 
multinational  manufacturing  companies. 
The  first  application.  Logistics,  is  being 
developed  for  extended  enterprise  logis- 
tics and  order  processing  including  order 
fulfillment  and  distribution  requirements 
planning  functionality.  Targeted  industries 
include  QAD's  primary  market  areas: 
electronics/industrial,  automotive,  food 
and  beverage,  medical  products  and 
consumer  packaged  goods.  Logistics  is 
due  out  in  the  second  half  of  1 998,  with 
OnlQ  Procurement  and  On/Q  Planning 
to  follow  at  a  later  date. 
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them  cut  costs  by  reducing  waste  during  the 
production  phase  and  maintaining  lower 
inventory  levels.  In  turn,  the  manufacturer's 
heightened  level  of  responsiveness  helps 
boost  customer  satisfaction  even  further. 

▲  Overcoming  Barriers 
to  Adoption 

What  are  the  challenges  to  deploying 
Integrated  Logistics  and  Supply-Chain 
Management  solutions? 

Barrier  #1:  A  Lack  of  Enterprise  Vision 

Perhaps  the  most  prevalent  reason  why 
most  corporations  lack  an  integrated  Supply- 
Chain  Management  and  Logistics  strategy  is 
that  most  tend  to  address  supply-chain  and 
logistics  issues  from  a  departmental,  rather 
than  an  enterprise,  perspective.  While  the 
Extended  Enterprise  model  provides  a  road 
map  toward  the  end  goal  of  a  fully  integrat- 
ed supply  chain,  it  is  incumbent  upon  upper 
management  to  provide  a  vision  for  an  enter- 
prise-wide strategy  before  delegating  tasks 
on  a  departmental  basis.  Once  this  has 
occurred,  all  efforts  must  be  tightly  coordi- 
nated. Even  more  so,  they  must  be  made 
from  a  benefits  rather  than  a  cost  standpoint. 

Too  often,  logistics  is  incompletely  viewed 
by  upper  management  as  a  cost  center.  The 
Yankee  Group  continues  to  hear  from 
companies  about  "unlocking"  the  money 
"trapped"  in  a  company's  supply  chain. 
While  lowering  costs  is  always  important,  a 
cost-centric  view  of  the  supply  chain  does 
not  account  for  the  possibiUty  of  using  it  as  a 
revenue  source. 

Barrier  #2:  Technology  Challenges 

The  first  step  in  selecting  systems  is  to 
make  certain  that  they  share  a  common  basis 
for  integration  —  in  other  words,  a  technol- 
ogy framework  that  satisfies  the  planning, 
optimization  and  management  needs  of  both 
the  individual  company  and  its  partners.  This 
framework  cannot  be  bought  "out  of  the 
box,"  however;  no  single  solution  exists  for 
every  industr)'  and  customer  need.  Solutions 
must  always  be  highly  customized  to  incor- 
porate existing  business  practices,  applica- 
tions and  technology  preferences. 

For  this  same  reason,  single-vendor,  inte- 
grated, "all-in-one"  approaches  seldom 
work.  The  Yankee  Group  believes  that 
multiproduct.  multi-vendor  standards  for 
communication,  integration  and  interoper- 
ability are  ultimately  critical  to  the  success 
of  these  efforts.  Why?  By  studying  the 


The  competition  to  get  goods 
and  services  into  the  hands  of 
consumers  in  a  timely,  cost- 
effective  manner  is  fierce  and  grow- 
ing as  the  global  battle  for  market 
share  intensifies.  A  key  to  achieving 
competitive  advantage  is  superior 
supply-chain  management,  which 
encompasses  the  many  processes  it 
takes  for  the  final  product  to  reach 
customers  —  from  design  to  deliv- 
ery. KPMG,  utilizing  world-class 
strategy,  process,  technology  and 
electronic  commerce  solutions, 
thoroughly  and  quickly  analyzes  a 
client's  needs  and  offers  in-depth 
solutions  to  supply-chain  challenges. 
Our  goal  is  not  only  to  enable  our 
clients  to  compete,  but  to  be  lead- 
ers In  their  industries. 

In  the  1997  Supply  Chain  Survey  of 
over  400  worldwide  organizations 
recently  conducted  by  KPMG, 
respondents  said  that  what  is  criti- 
cal to  their  success  is  integrating 
technology  into  the  supply-chain 
process,  but  like  most  organizations 
they  are  still  struggling  with  that 
essential  element.  To  learn  more 
about  this  survey  and  how  KPMG 
Consulting  can  assist  organizations 
with  similar  challenges,  call  Steve 
Gold  at  3 1 2-938-5 1 88. 


il 


ffPMG^ 
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Introducing  3x3  SupPtpChain  Synchronization 


So  many  choices.  So  much  at  stake.  How  do  you 
solve  the  supply  chain  puzzle?  Start  with  SynQuest  - 
the  only  company  with  innovative  software  that 
dynamically  links  planning  and  execution.  In  real  time. 
All  the  time.  SynQuest  integrates  strategic,  tactical  and 
operational  decision  making.  It  synchronizes  activities 
and  resources  across  the  supply  chain,  throughout  the 
enterprise  and  down  to  each  site.  How  does  SynQuest 
work?  Innovative  technologies  empower  •• 

you    to    make   wise   decisions   quickly.  '] 

Optimize   locations   for   new   facilities, 
allocate  demand  across  the  supply  chain 


for  maximum  profitability,  and  adjust  plans  and 
schedules  to  stay  on  course.  Now  you're  ready  to 
optimize  performance.  Watch  revenue  and  profits  soar. 
Maximize  shareholder  value.  Change  the  rules  of  the 
game  to  outsmart  the  competition.  And  as  you  slash 
order  lead  times  in  half  and  deliver  products  on  time 
and  100%  complete,  you'll  forge  bonds  with  your 
customers  that  the  competition  can't  break. 


If  you  play  the  supply  chain  game, 
make  sure  you  play  to  win. 
Call  SynQuest  today.  1-800-844-3228. 


Coll  about  our  free  3x3  Planning  Seminar  Series  •  Visit  us  at  http;//www.synquest.com 
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Joe  Trino 

President  and  CEO 

SynQuest,  inc. 

SynQuest  Optimizes 
Financial  Performance 


"T 


'  o  grow  your  business  prof- 
itably, you  need  the  power 
to  make  decisions  quickly 
and  optimally.  Innovative  supply- 
chain  synchronization  software 
from  SynQuest  does  just  that.  It 
determines  the  best  way  to  meet 
your  company's  financial  objectives 
by  defining  the  optimal  structure 
for  a  supply  chain,  developing  opti- 
mized logistics  and  manufacturing 
plans  and  then  coordinating  action 
at  all  levels  —  strategic,  tactical  and 
operational  —  throughout  the 
enterprise. 

"While  you're  accountable  for 
profitability,  your  company  typically 
makes  decisions  based  on  past 
events.  SynQuest  enables  proactive 
planning  for  optimum  financial  per- 
formance, and  provides  the  tools  to 
effectively  manage  your  business  to 
deliver  positive  results.The  options 
are  endless:  make  decisions  based 
on  what  you  want  to  do,  not  on 
what  you've  already  done.  Increase 
revenue  and  profits.  Improve  plan- 
ning processes  and  resource  man- 
agement. Delight  your  customers 
and  discourage  your  competition. 
And  make  the  right  decisions,  the 
most  profitable  ones,  in  real  time." 


S  i|  n^u  e 
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Yankee  Group's  generalized  supply-chain 
model  (see  Figure  2  on  p.  12)  one  gains  an 
appreciation  for  the  scope  and  complexity 
of  these  trading  networks  and  the  informa- 
tion flows  necessary  to  support  them. 

An  effective  Supply-Chain  Management 
solution  must  deploy  technologies  that  sup- 
port key  functional  requirements,  accom- 
modate each  step  of  the  product  life  cycle, 
interface  with  enterprise  applications  and- 
information  systems  and  address  both  the 
goals  and  limitations  of  the  partners  in  the 
trading  network.  These  efforts  must  be  inte- 
grated with  and  leverage  existing  manufac- 
turing-oriented applications  and  informa- 
tion systems,  such  as  Materials  Resource 
Planning  (MRP),  Distribution  Resource 
Planning  (DRP)  and  Electronic  Data  Inter- 
change (EDI)  systems. 

EDI,  a  key  foundation  for  building  supply 
chain  and  managing  logistics  solutions,  is  a 
technology  that  has  been  widely  used  for 
over  20  years  and  is  often  the  first  link  that 
binds  trading  partners  closer  together.  The 
basic  idea  behind  EDI  is  to  utilize  the  net- 
work computing  infrastructure(s)  of  both 
the  company  and  its  trading  partners  to 
exchange  documents  such  as  purchase  orders 
(POs),  acknowledgments,  invoices  and  ship- 
ping notices  —  thereby  removing  people  and 
paper  from  the  process.  Electronic  transfer 
eliminates  the  delay  (and  cost)  of  physically 
transporting  documents  to  the  trading  partner 
and  reentering  data  into  the  recipient's  infor- 
mation system.  This  expedites  transactions 
between  regular  trading  partners,  cuts  down 
on  human  errors  and  enables  people  to 
focus  on  higher-value-added  activities  than 
paper-pushing. 

EDI  requires  special-purpose  communica- 
tion software  that  handles  the  transfer  of 
EDI-formatted  information  between  part- 
ners. Depending  on  the  type  (and  size)  of 
a  business,  EDI  information  can  be  sent 
via  a  private  network,  a  Value-Added 
Network  (VAN)  or  a  public  network  (such 
as  the  Internet). 

A  great  deal  of  attention  has  been  right- 
fully placed  on  integration  of  the  Internet 
into  the  supply  chain  and  overall  business- 
to-business  electronic  commerce  scene. 
Since  effective  supply-chain  strategies  are 
so  dependent  on  communications,  the 
Internet  provides  the  extensive  network 
capabilities  that  will  enable  companies  to 
maintain  continuous,  real-time  commu- 
nications with  their  trading  partners  and 
networks.  However,  the  ultimate  impact  of 


Emergency  Shipment  Know-Howi 

Whether  it  is  averting  a  plant 
shutdown  or  getting  prod- 
uct to  a  retailer  in  time  for 
an  advertised  special,  Roadway's 
Time-Critical  Services  has  proved 
to  be  the  answer  for  shippers 
across  the  country. 

Averting  a  Plant  Shutdown 

Time-Critical  Services  pulled  out  all 
the  stops  to  get  a  six-ton  shipment 
of  brake  parts  in  Chicago  to  a  rail 
car  manufacturer  in  Virginia  within 
24  hours. 

Building  Confidence 

When  no  other  air  or  LTL  service 
could  guarantee  an  exact  delivery 
time  for  an  emergency  shipment 
of  wax  beads  from  a  plant  in 
Mississippi  to  a  car  wax  producer 
in  Ohio,  Roadway's  Time-Critical 
Services  team  was  called  for  its 
1 00%  on-time-or-free  guarantee. 

Providing  Flexibility 

In  the  time-definite  trade-show 
environment,  the  flexibility  provided 
by  Time-Critical  Services  was  key  to 
helping  a  furniture  supplier  schedule 
on-time  delivery  to  trade-show 
locations  around  the  country. 

Dedicated  Equipment 

The  Fastest  Nonstop  Routing 

Expedited  Pickup 

100%  Guaranteed 

1-888-550-9800 

For  Emergency  Shipmerits  Call  Toil-Free 
24  Hours  a  Day  . . . 
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Value 


Managing  knowledge  is  key. 

KPMG  can  help  you  maximize  share- 
holder value  by  doing  just  that.  Enabling 
your  busmess  to  better  capture,  manage 
and  assess  information  —  and  drive  the 
knowledge  it  creates  through  every 
aspect  of  your  business. 

In  supply  chain  management,  for 
instance,  KPMG  can  help  provide  solu- 
tions throughout  your  business,  from 
vendor  and  system  selection  and  integra- 
tion, to  product  distribution  and  the  man- 
aging of  customer  satisfaction.  All  of 


which  can  help  drive  shareholder  value. 
The  real  destination. 

As  our  announcements  of  strategi 
partnering  with  both  Microsoft  and  Cisco 
Systems  attest,  KPMG  is  committed  to 
helping  our  clients  accelerate  their  deci- 
sion-making capabilities.  By  enhancing 
knowledge  management  at  every  turn. 

For  more  information,  visit  our  web- 
site at  www.us.kpmg.com  or  contact  Tom 
Berish  at  201-912-6520. 
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PMG  Peat  Marwick  lip  is  tlie  U.S.  member  firm  of  KPMG  Internati 
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Mark  Holliday 

CEO 

Tanisys  Technology 

Tanisys  Has  C.L.A.S.S. 

Tanisys  Technology  provides 
build-to-order  services  for  the 
computer  and  electronics 
industries.  Clients  use  Tanisys's  out- 
sourcing services  to  improve  their 
time-to-market,  lower  their  costs 
and  improve  their  customers'  level 
of  satisfaction. 

Tanisys  Technology  offers  "Com- 
prehensive Logistics  And  Supply 
Solutions,"  or  C.LA.S.S.,  a  complete 
program  unlike  any  in  the  industry 
for  companies  seeking  a  build-to- 
order  partnership.  C.LA.S.S.  capa- 
bilities include  in-house  test  equip- 
ment development. Tanisys  provides 
manufacturers  with  choices  ranging 
from  turnkey  product  fulfillment  for 
marketing  campaigns  to  products 
custom  built  to  their  specifications. 
Tanisys  can  accept  orders  via  EDI 
(including  via  the  Internet)  and  have 
its  Enterprise  Resource  Planning 
(ERP)  system  direct  the  sequence 
of  the  steps  delivering  the  solution. 
Tanisys  is  an  ISO  9002  compliant 
company  and  provides  services  to 
many  of  the  world's  largest  corpo- 
rations, including  Siemens  Com- 
ponent Inc.  and  NKK  Micro 
Devices,  Inc. 

For  more  information  about 
Tanisys  Technology  call  I  -800-880- 
1744  or  check  our  Web  site: 
www.tanisys.com 

TANISYS' 

TECHNOLOGY 


the  Internet  will  not  be  so  much  to  sup- 
plant and  reinvent  supply-chain  best  prac- 
tices as  to  make  them  cheaper,  faster  and 
ultimately  more  widespread. 

The  Internet  also  has  a  substantial  role  to 
play  in  enabling  industry-wide  "hub  and 
spoke"  trading  networks,  as  it  provides  the 
cheap,  extensive  and  standards-based  infra- 
structure that  enables  smaller  companies  to 
participate.  In  the  past,  the  cost  and  com-, 
plexity  of  establishing  VAN  and  private 


networks  —  public  or  private  —  provide  | 
infrastructure  for  effective  supply-chain 
strategies  to  be  created  and  implemented,  | 
what  makes  these  systems  and  networks 
work  is  the  software.  The  end  result  of  intl 
connecting  these  applications  will  be  morl 
efficient  supply-chain  planning,  lower  totil 
logistics  costs  and  improved  customer  serl 
vice.  More  competitive  and  cost-effective] 
Integrated  Logistics  and  Supply-Chain 
Management  solutions  will  also  result. 


network-based  systems  has  prevented 
smaller  companies  (or  "spokes")  from  par- 
ticipating in  EDI  and  automating  their  trad- 
ing networks.  However,  with  the  low-cost, 
Internet-based  solutions  rapidly  becoming 
available,  these  barriers  are  rapidly  being 
eliminated  and  the  benefits  of  best-of-breed 
SCM  solutions  are  available  to  trading  part- 
ners of  all  sizes. 

Effective  SCM  solutions  must  also  go 
beyond  manufacturing  to  make  the  most  of 
the  trading  partners"  enterprise  applications, 
communications  infrastructure  and  (where 
desired)  business  relationships.  The  key 
applications  that  impact  these  systems  are 
not  hmited  to  Manufacturing,  Supply-Chain 
Management  and  Electronic  Commerce 
Applications,  but  can  and  should  also 
include  Accounting  and  Finance,  Human 
Resources,  Warehouse  and  Transportation 
Management,  Customer  Service  and 
Support  and  Sales  Force  Automation. 

Ultimately,  whether  communications  are 
provided  via  the  Internet,  VAN  or  private  net- 
work, it  is  important  that  these  networks 
accommodate  the  systems  you  and  your  trad- 
ing partners  currently  have  in  place.  While 


Barrier  #3:  Continuous  Change 
and  Complexity 

Supply  chains  by  definition  are  complj 
Not  only  do  they  span  suppliers,  manufa 
turers  and  distributors  but  also  the  end  c 
tomer.  Furthermore,  they  vary  from  indu 
try  to  industry  and  company  to  company 
Everyone  is  always  part  of  someone  else 
supply  chain;  few  relationships  are  con- 
stant. These  continuous  changes  are  yet 
another  reason  why  a  truly  integrated  sol 
tion  is  so  difficult  to  achieve  and  mainta 
and  why  single-vendor  solutions  with  th< 
inherent  lack  of  flexibility  can  be  so  diff 
cult  to  apply.  As  these  tools  proliferate, 
trading  relationships  will  by  definition 
become  more  complex,  requiring  even 
faster  technology. 

Planning  occurs  across  the  entire  supp 
chain  and  impacts  all  aspects  of  the  cus- 
tomer demand  fulfillment  process  —  froi 
purchasing  to  manufacturing  to  delivery. 
But  for  planning  to  be  used  effectively, 
companies  must  employ  intelligent  deci- 
sion support  tools  to  manage  the  comple: 
ty  within  a  supply  chain.  These  intelliger 
constraint-based  planning  and  scheduling 
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DELIVER  THE  CUSTOMER  CARE  YOUR  CUSTOMERS  EXPECT. 


The  race  for  customer  loyalty  is  on.  And  technology  makes 
It  easier  than  ever  for  your  customers  to  do  business  with 
your  competitors.  Getting  closer  to  your  customers  - 
learning  their  needs,  understanding  their  preferences,  and 
anticipating  what  they  might  need  next  -  is  the  new 
business  mandate,  especially  if  you  are  a  mid-sized 
organization  with  comple.x  distribution  requirements. 

That's  why  Masterpack  has  developed  the  software  and 
implementation  services  that  allow  you  to  offer  the 
customer  care,  response  and  reHability  you  would  like.  The 
Masterpack  Business  Solution  brings  together  all  aspects  of 


your  business  -  from  order  entry  and  financials  to 
warehousing  and  support  -  and  links  them  to  one  another 
and  to  your  customers.  This  helps  you  build  the  loyalty  of 
existing  customers,  and  makes  it  easier  to  attract  new  ones. 

We  cau  It  Enterprise-Deep  Customer 

v.3re.  You'll  caU  It  a  competitive  advantage.  Your 
competition  may  call  it  unfair. 

To  find  out  more,  call  us  at  800-793-6642  (in  the  US) 
or  770-671-8690,  or  visit  wvyvy.masterpack.com.  And  start 
delivering  the  exceptional  care  your  customers  expect. . . 
and  your  business  deserves. 


MASTERPACK 

INTERNATIONAL 


Software  that  runs  your  business.  And  cares  for  your  customers. 
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Gregory  J.  Owens 
Andersen  Consulting 

Delight  your  shareholders. 
Frustrate  your  competitjon. 

Integrated  supply  and  demand 
chain  management  has  emerged 
as  one  of  the  most  effective 
means  to  create  and  sustain  a 
strong  market  position. 

Fully  capitalizing  on  its  potential, 
however,  requires  seamless  align- 
ment of  all  enterprise  components: 
strategy,  technology,  process  and 
people. 

Considering  the  far-reaching 
nature  of  today's  supply  and  demand 
chains,  the  task  of  integrating  with 
your  upstream  and  downstream 
partners  is  admittedly  challenging. 
But  effectively  managing  this  integra- 
tion is  perhaps  the  surest  way  to 
exceed  customer  expectations, 
while  improving  asset  performance 
and  operational  costs. 

As  a  leading  global  management 
and  technology  consulting  firm, 
Andersen  Consulting  is  ideally 
equipped  to  help  you  achieve 
your  goals. 

For  more  information,  contact 
Gregory  J.  Owens,  managing  part- 
ner, logistics/supply-chain  strategy 
practice,  404-22 1 -6066. 


Andersen 
Consulting 


systems  tackle  production  scheduling  and 
more  widespread  logistics  and  supply-chain 
optimization.  Featuring  graphical  inter- 
faces, advanced  optimization  and  decision- 
support  tools,  what-if  analysis  and  simula- 
tion, these  optimization  tools  will  literally 
become  the  "brains"  of  the  trading  network 
of  the  future.  In  order  to  deploy  optimized 
systems,  companies  must  therefore  be  will- 
ing to  "let  go"  of  existing  ways  of  doing  - 
business,  including  letting  applications 
make  some  of  the  decisions  that  used  to 
be  made  by  people. 

In  many  companies,  this  is  more  easily 
said  than  done.  Human  intervention  and 
oversight  can  by  no  means  be  completely 
removed  from  the  picture.  Since  no  one 
entity  has  absolute  visibility  into,  or  con- 
trol over,  the  entire  chain,  it  is  impossible 
for  any  single  part  of  the  supply  chain 
to  be  completely  optimized.  Intelligent 
supply-chain  optimization  products  and 
techniques  can  improve  the  process,  but 
these  systems  are  obviously  only  as  good 
as  the  information  they  receive  and  the 
people  who  provide  it. 

In  the  very  near  future,  the  desire  for 
even  faster  response  from  customers  — 
coupled  with  the  emergence  of  more 
dynamic  business-to-business  trading 
models  —  will  force  companies  to  adopt 
interactive  and  more  direct  forms  of  elec- 
tronic commerce.  These  advancements 
will  in  turn  necessitate  an  even  more 
responsive  and  customer-focused  elec- 
tronic supply  chain. 

Delivering  to  the 
Harket  of  One 

Customers  don't  care  about  supply  chains 
or  demand  chains.  But  they  do  care  very 
much  about  customer  service.  This  is  what 
logistics  is  all  about:  how  you  deliver  prod- 
ucts, services  and  value  to  your  customers. 
You  may  believe  that  you  deliver  to  a  mass 
market,  but  your  customer  sees  it  differently. 
From  their  perspective,  they  are  your  market 
—  a  market  of  one. 

Supply-chain  systems  and  practices  allow 
companies  to  deliver  to  customers  on  time, 
on  spec  and  with  the  highest  overall  levels 
of  customer  satisfaction.  By  incorporating 
customer  input  into  their  supply-chain  and 
production  systems,  not  only  do  companies 
deliver  to  customers  more  effectively,  but 
they  also  can  incorporate  customer  input 
into  their  next  generation  of  products  and 
services.  This  is  perhaps  the  greatest  benefit 


of  Integrated  Logistics  and  Supply-Chairl 
Management  —  the  ability  to  better  serv  | 
and  expand  your  customer  base. 

•  Case  Studies   -   Examples  (| 
Best-of-Breed  Solutions 
Streamlining  Validation  and  Business  ti 
Processes  in  the  Medical  Device  IndusJ 

In  the  early  '90s,  international  and  do- 
mestic competition,  along  with  increased 
regulatory  oversight,  intensified  margin  pi{l 
sure  on  a  global  manufacturer  of  anesthesii 
and  critical  care  products  and  services.  Thll 
company  responded  by  sharpening  its  foojj 
divesting  itself  of  unrelated  businesses  an^ 
concentrating  on  four  core  divisions. 

At  the  same  time,  high  overheads  and 
process  redundancy  forced  the  company  i| 
undertake  a  major  reorganization  to  apph| 
new  business  practices  and  principles. 
These  required  a  modem  and  efficient 
information  management  infrastructure, 
well  as  a  global  system  capable  of  suppcj 
ing  a  number  of  disparate  manufacturing 
environments  and  needs. 

The  company  implemented  a  system  i 
sisting  of  ERP  and  supply-chain  best  pra^ 
tices  that  enabled  it  to  dramatically  redua 
inventory  within  six  months,  vastly  impr 
management  reporting,  reduce  month-en«j 
processing  time  from  two  weeks  to  three^ 
days  and  improve  on-time  shipment  fror 
30%  to  over  90%. 

Now  in  operation  in  nine  facilities  woij 
wide,  the  system  has  enabled  the  compa 
to  provide  its  suppliers  with  a  more  acci 
rate  view  of  the  production  needs  within 
manufacturing  facilities.  By  publishing  i\ 
rolling  six-month  schedule  of  three-mor 
forecast  and  firm  requirements,  it  has  alslj 
been  able  to  provide  a  higher  level  of 
inventory  visibility. 

Transportation  Management  and 
Dedicated  Contract  Carriage  Services^ 
in  the  Snack  Food  Industry 

A  major  snack  foods  manufacturer  coi| 
tracted  a  logistics  service  provider  to  de' 
op  and  manage  a  transportation  program  I 
for  its  42  manufacturing  plants  and  appr  | 
imately  4,000  distribution  points  across 
U.S.  Its  goal:  on-time  delivery  of  fresh, 
undamaged  products  to  market. 

The  logistics  company  implemented  cc  | 
plete  system-wide  freight-bill  processing 
and  payment  of  selected  carriers  in  the  m  - 
ufacturer's  truckload  and  less-than-truckl  i 
shipping  program.  It  also  evaluated  each 


We've   Completely   Rethought 


Freight    Transportation 


It's  amazing  what  can 


Have    You? 


happen  when  you  open 


the  door  to  new  possibilities.  You  v'iew  sourcing,  manufacturing  and  distribution  as  a  continuum.  And  you 
treat  transportation  expenditures  as  an  investment  which  pays  dividends  in  customer  satisfaction  and  mar- 
ket share.  That's  the  kind  of  thinking 


that  has  shaped  CNF  Transportation: 


a  $4  billion,  diversified  group  of  busi- 


nesses, united  by  a  shared  commitment 


to  quality  service  and  innovative  solu- 


tions. With  26,000  people,  25,000  pieces 


of  equipment,  nearly  100  jet  freighters 


and  worldwide  coverage,  Vve  certainly 


have  the  resources  to  meet  yt)ur  needs. 


More  to  the  point,  though,  we  have 


ideas  to  help  strengthen  your  supply 


chain.  And  in  today's  world,  it's  ideas 


that  really  carry  weight. 


C/IF 

TRANSPORTATION 


Where  ideas  carry  weight 


Emery    Worldwide     ♦     Con-Way    Transportation    Services     ♦     Menlo    Logistics      http://www.cnf.coi 
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A  pager  used  to  be  a  status 
symbol. Today  it's  a  vital  busi- 
ness tool  and  a  fast-growing 
service  industry.  Paging  Network 
inc.  (PageNet)  is  the  world's  largest 
wireless  messaging  company,  provid- 
ing service  to  more  than  ten  million 
subscribers  in  the  U.S.  and  Canada. 
To  manage  its  extensive  pager  hard- 
ware inventory,  the  company  turned 
to  Manugistics,  the  world's  most 
recognized  name  in  supply-chain 
management. 

"We  needed  to  manage  a  two- 
way  supply  chain  where  tracking  the 
outflow  of  our  pager  products  and 
the  influx  of  used  products  is  criti- 
cal to  our  inventory.  Manugistics' 
experience  in  the  high-tech  and 
consumer  electronics  industry  pro- 
vided us  with  a  solution  flexible 
enough  to  make  that  happen,"  says 
PageNet's  Jeff  Baert,  project  manag- 
er for  supply-chain  systems. 

ManugisticsS,  including  Demand 
Planning  and  Supply  Planning,  has 
enabled  PageNet  to  successfully 
address  its  inventory  management 
challenges,  reduce  capital  expendi- 
tures and  streamline  operating  costs. 
The  result:  PageNet  has  already  real- 
ized a  ravings  of  $  1 .5  million  in  its 
pilot  program  alone,  and  anticipates 
a  20%  savings  in  pager  capital  expen- 
ditures over  the  next  year 


Manugistics' 


working  as  one 
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shipment  based  on  a  variety  of  cost  and  cus- 
tomer service  factors.  As  a  result,  the  manu- 
facturer was  able  to  reduce  common  carrier 
costs  and  improve  both  on-time  perfor- 
mance averages  and  customer  service  — 
significant  improvements  that  also  took 
into  account  the  company's  need  to  operate 
on  a  just-in-time  manufacturing  and  prod- 
uct replenishment  basis. 

Time-Phased  Replenishment  Planning: 
The  Answer  to  the  Customer- 
Service  Challenge 

A  major  tire  manufacturer  with  revenue 
in  excess  of  $5  billion  recognized  the  need 
for  better  customer  service  and  decided  to 
completely  recast  its  business  structure. 
The  company,  which  ships  more  than  40 
million  tires  to  over  6,000  customers  each 
year,  is  dependent  on  product  demand  fore- 
casts to  ensure  that  each  tire  is  in  the  right 
place  at  the  right  time.  To  reach  its  objec- 
tives, the  company  decided  to  implement 
time-phased  replenishment  planning  in  its 
name-brand  and  OEM  automobile  tire  sup- 
ply chains. 

In  the  past,  the  company  had  held  up  to 
300,000  back  orders  at  any  one  time,  which 
heightened  inventory  carrying  and  overtime 
costs  and  weakened  customer  service.  The 
company  moved  to  a  time-phased  replenish- 
ment model  (based  on  actual  customer 
demand)  to  drive  both  manufacturing  and 
distribution  plans.  This  allowed  the  compa- 
ny to  plan  proactively  for  current  and  future 
orders,  thereby  lowering  inventory  levels, 
decreasing  transportation  costs  and  reducing 
back  orders. 

As  a  result,  the  company  has  added  an 
additional  product  line  and  doubled  the 
number  of  stock-keeping  units  handled  by 
its  systems  without  a  hitch,  using  half  the 
level  of  personnel. 

▲  In  Summary  — 
A  Shared  Vision 

Achieving  the  promise  of  Integrated 
Logistics  and  Supply-Chain  Management  is 
ultimately  dependent  on  achieving  new  lev- 
els of  both  coordination  and  trust  between 
business  partners.  Though  the  process  often 
begins  with  the  electronic  exchange  of  busi- 
ness documents,  ultimately  it  is  fostered  and 
nourished  via  a  shared  vision  that  extends 
through  business  process  improvement. 
This  vision,  along  with  common  goals  and 
objectives,  must  be  prevalent  both  within 
companies  and  the  customers  they  serve. 


Dave  MacSwain 

President  and  CEO 

SpaceWorks 

SpaceWorks  OrderManager 
electronic  commerce  software 
applications  turn  a  corporation's  i| 
order  processing,  management  and 
fulfillment  operations  into  an  elec- 
tronic ordering  channel  . . .  one 
that  directly  links  supply-chain  part- 
ners to  information  in  back-end  sys- 
tems over  the  Internet  private  cor- 
porate intranet  or  extranet. The 
OrderManager  software  provides 
wholesalers  and  manufacturers 
across  any  industry  segment  with 
faster  and  more  efficient  order  pro- 
cessing from  trading  partners,  lower 
transaction  costs,  reduced  or  elimi- 
nated paperwork  and  increased  ■ 
productivity. 
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The  corporations  that  succeed  in  the 
coming  era  will  be  those  that  are  able  to 
utilize  both  emerging  technologies  and 
existing  partnerships  to  support  and  extei] 
the  goals  of  the  business. 

The  payoff  is  potentially  enormous  — 
reduced  costs,  increased  revenues,  reductl 
cycle  times,  lower  inventory,  higher  avaiij 
ability,  more  stable  supplier/customer  rel 
tionships  and  improved  customer  loyalty. 
And  that's  just  the  beginning. 


The  author  can  be  reached  for  comments  I 

or  questions  at: 

the  Yankee  Group  i  I 

3 1  St.  James  Avenue 

Boston,  MA  021 16-41 14 

(617)956-5000x285 

e-mail:  cselland@yankeegroup.com 


By  now  QAD's  world-class  ERP  software,  MFG/PRO,  has  racked  up  a  pretty  impressive  resume. 
,And  with  the  year  2000  fast  approaching,  it's  nice  to  know  our  solution  will  take  your  enterprise 
well  into  the  next  millennium.  And  thanks  to  our  rapid  implementation  methodology — six  months, 
on  average — you  won't  have  to  wait  years  for  ROI  and  improved  bottom-line  performance.  Which 
may  explain  why  so  many  have  chosen  QAD.  For  peace  of  mind.  Not  to  mention  good  company. 
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QAD 


QAD,  6450  Via  Real,  Carpinteria,  California  93013  USA    Tel;  +1  800  218  3434  (U.S./Canada  Only)     +1  805  565  4333  (International)     www.qad.com 
QAD,  the  QAD  Logo,  and  MFC/PRO  are  trademarks  or  registered  trademarks  of  QAD  Inc. 


Guaranteed  Emergency  Service 


The  ^^^' Service  Dimension 
In  LTL  Transportation 

Exclusive  Service.  .  .The  fastest  nonstop  routing  direct  to  your  customer's  door,  exclusive  use  of  a 
Roadway  trailer,  one  of  the  largest  expedited  fleets  available,  and  a  dedicated  critical  shipment  coordinator. 

Priority  Service.  .  .Expedited  service  through  our  network  for  on-time  delivery  every  time. 

Each  service  level  is  backed  by  a  1 00%  on-time  delivery  guarantee. 

ROADWAY 

tjxpress 


See  Divided  Highways,  a  film  produced  by  Florentine  Films/Hott  Productions  and  WETA,  Washington,  D.C. 
Wednesday,  Oct.  22,  1 997  ®  9:00  pm  on  PBS.  Sponsored  by  the  employees  of  Roadway  Express 


Call  your  local  service  center      "t       J^SiSi      ^  ^^^     ^iC3/^/^  www.roadway.com 
today  or  Roadway  toll-free  at...  A  "*^)00~kJ  v5\/~  ^^  0\/\/  rexmail@roadway.coin 


WETA 

WASHINGTON,  D.C. 


©  1997  Roadway  Express,  Inc.  All  Rights  Reserved 
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Stop  the  worid, 
we  want  to  get  off 


Steve  H.  Hanke  is  a 
professor  of  Applied 
Economics  at  The 
Johns  Hopkins 
University  in  Baltimore. 


With  the  dismembeelment  of  the  Soviet 
empire,  the  retreat  of  socialism  and  the  spread 
of  global  capitalism,  Karl  Marx  is  out.  Joseph 
Schumpeter,  so  often  praised  in  Forbes  but 
for  long  ignored  by  the  rest  of  the  media,  is 
now  in.  Published  in  the  year  of  Schumpeter's 
death  ( 1950),  his  Capitalism,  Socialism  and 
Democracy  uni'olds  like  a  play. 

Act  I  describes  and  extols  the  dynamism  of 
capitalism.  "Unlike  other  economic  systems, 
the  capitalist  system  is  geared  to  incessant 
change...,"  he  wrote.  "This  process  of  Cre- 
ative Destruction  is  the  essential  fact  about 
capitalism."  It  keeps  the  system  healthy  by 
weeding  out  the  weak  businesses,  nourishing 
the  strong  ones  and  thereby  raising  living 
standards  by  promoting  efficiency  and  innova- 
tion. The  capitalist  society  Schumpeter  pro- 
jects is  not  a  comfortable  or  easy  place,  but  it 
is  the  best  means  for  lifting  the  masses  of  the 
people  out  of  poNcrty. 

In  Act  II,  Schumpeter  introduces  portents 
of  tragedy  when  he  argues  that  capitalism's 
success  sows  the  seeds  of  its  own  destruction. 
Societies  become  so  rich  that  they  can  support 
a  growing  class  of  chatterers  who,  feeling 
slighted  by  the  success  of  the  entrepreneur 
and  dismayed  by  the  growing  satisfaction  of 
the  masses,  seek  to  undermine  the  system. 
What  the  entrepreneur  creates,  Schumpeter 
warns,  left  Icaninu  intellectuals  can  destroy. 

In  Western  Hurope,  alas,'Schumpeter's  Act 
II  seems  to  be  unfolding  on  schedule.  The 
chatterers,  their  message  reinforced  by  the 
inevitable  turmoil  caused  by  Schumpeter's 
"creative  destruction,"  are  having  their  way. 
France,  a  country  that  has  resisted  capitalism 
and  embraced  the  welfare  state  more  aggres- 
sively than  most  other  European  countries, 
has  stagnated  since  the  mid-1970s.  The  por- 
tion of  the  working-age  population  that  is 
employed  has  dropped  from  65%  to  59%.  And 
the  private  sector's  share  of  total  employment 
has  steadily  withered  from  56%  in  the  mid- 
1970s  to  only  49%  today.  In  consequence, 
France  is  on  the  brink  of  bankruptcy  and 
international  irrelevance.  The  other  welfare 
states  of  Western  tAirope  aren't  far  behind. 

If  his  fellow  liberals  in  Europe  haven't 
gotten  the  message',  however,  the  ever  oppor- 


tunistic Bill  Clinton  has.  At  the  June  G-7 
Summit  in  Denver,  Clinton  said,  "America's 
economy  is  the  healthiest  in  a  generation  and 
the  strongest  in  the  world."  His  aides  passed 
out  charts  depicting  vigorous  U.S.  growth 
and  job  creation,  compared  with  the  dismal 
performances  in  Europe.  This  did  not  go 
down  well.  President  Chirac  and  Chancellor 
Kohl  refused  to  be  fitted  out  with  jeans, 
cowboy  hats  and  boots  for  one  of  the  Denver 
banquets.  They  were  damned  if  they  were 

President  Chirac  and 
Chancellor  Kohl  refused 
to  be  fitted  out  with  jeans, 
cowboy  hats  and  boots. 


going  to  be  seeming  to  endorse  America's 
"Wild  West"  capitalism.  If  the  rest  of  the 
world  is  moving  toward  capitalism,  they  want 
to  stop  the  world  so  they  can  get  off 

Lest  we  become  complacent  about  the  final 
triumph  of  capitalism,  we  should  pay  attention 
to  Western  Europe's  stubborn  resistance  to 
Schumpeterian  doctrine.  The  summer  1997 
issue  of  the  respected  journal  Foreijjn  Policy 
contained  a  piece  titled  "The  Crash  of  Civi- 
lization: the  Limits  of  the  Market  and  Democ- 
racy." It  was  penned  by  none  other  than 
Jacques  Attali,  the  Pico  della  Mirandola  of 
French  intellectuals  and  celebrated  adviser  to 
French  politicos. 

Attali  waxed  eloquent  about  the  alleged 
dark  side  of  capitalism.  What  Schumpeter  calls 
creative  destruction,  Attali  calls  dehumanizing. 
Listen  to  this:  Unless  the  U.S.  "begins  to  rec- 
ognize the  shortcomings  of  the  market  econo- 
my and  democracy.  Western  Civilization  will 
gradually  disintegrate  and  eventually  self- 
destruct."  Right  here  in  the  U.S.,  George 
Soros,  that  speculator  with  intellectual  preten- 
sions, has  been  uttering  a  similar  message. 

Some  of  this  Attali-Soros  chattering  can  be 
chalked  up  to  old-fashioned  America-bashing. 
But  be  careful:  Joseph  Schumpeter  predicted 
that  the  anticapitalist  chattering  classes — who, 
let  us  not  forget,  dominate  the  media — would 
bring  the  system  down,  despite  its  very  obvi- 
ous successes.  He  might  yet  be  right — at  least 
in  Western  Europe.  IH 


Forbes  ■  October  6,  1997 


97 


T 


2  ^1 


Now.  the  Work 


5  2 


<p 


ntroduciiig Total  Solutions! ' 

In  todays  world  of soinicondiKti)!- 
manufacturing!;  you  need  customized 
solutions  delivered  worldwide.  Antl  you 


want  them  now. 


Whether  it's  3()()mm  wafer  processing 
Or  0.1  Hum  device  technoloi!;y.  Hven 
24-hour  parts  availability,  worKlwiile 
You  want  Total  Solutions. 


VroundYou. 


You  want  a  suite  of  products 


designed  for  optimum  results  on  ilie 
wafer,  lower  cost  of  ownership  and 
extendibility  across  device  generatit)ns. 
Backed  by  an  unparalleled  global  service 
and  support  network. 


So,  if  you  need  reliabk 


production  environment  or  unique 
applications  for  the  future,  you  get  them. 


Wherever  vou  are.  Whatever  you 


Total  S( 


of  semiconductor 


the  world 
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HE   INFORMATION  AGE   STARTS   HERE 


Was  Sister  Susan  Walsh  a  victim— or  an  accomplice? 

The  banker  and  the  nun 


By  Brigid  McMenamin 

Sister  Susan  L.  Walsh  has  an 
unusual  resume.  Nearly  12  years  as  a 
nun  with  the  Sisters  of  Mercy,  an  old- 
fashioned  religious  order  that  runs 
schools  and  hospitals.  Then,  sudden- 
ly, she's  a  front  for  the  Grenada  Inter- 
national Bank  &  Trust  Corp.,  a  new 
offshore  bank. 

What's  an  American  nun  doing 
with  an  offshore  bank?  "I  fee!  like  a 
victim,"  she  says.  "I'm  caught  up  in  a 
nightmare." 

But  is  she?  Sister  Susan's  banking 
career  began  in  an  association  with 
Alfred  Zent,  73,  a  former  silverware 
salesman  who  now  claims  to  be  an 
international  financier,  operating  in 
Mexico,  the  C^aribbean  and  Arizona. 


Zent  lives  and  works  in  a  cheap  tract 
house  in  Mesa,  Ariz.,  using  a  post 
office  drop  as  his  business  address. 

Last  year  Zent  wanted  to  start 
an  offshore  bank  and  picked  the 
Caribbean  island  nation  of  Grenada, 
where  he  had  pull  with  the  prime  min- 
ister. Still,  even  in  Grenada  you  need 
credentials  to  open  a  bank,  and  what 
better  credential  than  association  with 
a  charitable  religious  person?  He  found 
Sister  Walsh,  48,  who,  as  a  Sister  of 
Mercy,  was  running  a  Burr  Ridge,  111.- 
based  fundraising  consulting  business 
specializing  in  Catholic  causes. 

For  a  nun,  Walsh  is  remarkably 
sophisticated  about  finance.  She 
[lasscd  the  stockbroker's  exam  in 


New  York  and  did  marketing  for  ani| 
investment  firm  before  joining  the: 
convent  in  1986.  Zent  promised  her| 
shares  in  the  bank  if  she'd  go  intoi 
business  with  him  and  an  associate? 
named  Joseph  McCool. 

McCool  had  a  shady  past,  and 
Zent  appeared  less  than  trustworthy. 
Zent  once  testified  in  criminal  court 
that  he'd  served  as  a  general  in  the 
Bay  of  Pigs.  In  fact,  Zent  did  serve 
from  1942  to  1965 — but  never  rose 
above  captain. 

Zent  and  McCool  must  have  fig- 
ured that  association  with  a  nun 
would  cover  the  bad  odor  of  their 
past  activities.  It  worked.  The  bank's 
license  was  approved  by  the  Grenada 
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government  on  Apr.  15,  1997. 

Shortly  after,  McCool  pleaded 
guilt)'  to  helping  to  run  a  $3.8  mil- 
lion Ponzi  scheme.  He  got  35 
months  in  a  federal  prison  camp. 

Walsh  soldiered  on.  She  took  the 

I  title  of  chairman  of  the  Grenada 

I  International  Bank  and  placed  a  rvvo- 

I  page  ad  inside  the  cover  of  the  July 

1997    issue    of  Shore    to    Shore,    a 

20,000-circulation   magazine   that 

promotes  offshore  financial  services 

to  potential  investors. 

The  ad,  which  prominently  fea- 
tured Walsh's  picture,  hsted  Sister 
Susan  Walsh  as  chairman  and  chief 
executive,  though  she  has  sought  dis- 
pensation from  her  vows.  It  also  gave 
a  pompous  address  for  the  headquar- 
ters and  implied  the  bank  was  open 
for  business,  though  Zent  hadn't  yet 
come  up  with  the  required  capital. 

It  seems  that  only  when  she  dis- 
covered that  Zent  hadn't  kept  his 
promise  to  make  her  a  shareholder 
did  Walsh  doubt  he  was  a  fit  associ- 
ate. "I  began  to  wonder  if  he  was  a 
con  man,"  she  recalls,  lapsing  into 
un-nunlike  language.  "I  said,  'Look 
Al,  don't  screw  with  me.'"  Walsh 
claims  she  cut  her  ties  with  the  bank 
in  June,  but,  in  fact,  she  didn't  quit 
until  August,  when  Forbes  kept  call- 
ing. "I  feel  like  an  idiot  for  being  put 
in  this  position,"  she  says. 

Why,  given  all  the  warning  signs, 
did  she  wait  so  long  to  bail  out?  "My 
motive  was  philanthropic,"  she  says. 
Walsh  claims  she'd  hoped  the  bank 
would  help  raise  money  to  fix  up  a  St. 
George's  (Grenada)  hospital. 

Lessons?  A  respectable-sounding 
name  on  the  door  doesn't  necessarily 
guarantee  probity.  Nor  is  every  nun  a 
Mother  Teresa.  HI 


Lsigest  Intenational  Ho-loai  Manager' 

CAPITALIZE  ON 
EUROPE'S  OPPORTUNITIES 


T.  Rowe  Price  European  Stock  Fund  offers  investors  a  way  to  participate 
in  Europe's  expanding  economic  market.  The  fund  invests  in  large  and  small 
European  companies  positioned  to  bene- 
fit from  opportunities  arising  through- 
out this  dynamic  region.  And,  as  the 
chart  shows,  the  European  Stock  Fund 
has  outperformed  its  Lipper  Category 
Average  since  its  inception  (2/28/90).* 
International  investing  has  special  risks, 
including  currency  fluctuation  and 
limited  geographic  focus.  Past  perfor- 
mance cannot  guarantee  future  results. 
$2,500  minimum  investment  ($1,000 
for  IRAs).  No  sales  charges. 


HOW  $10,000  INVESTED  2/28/90 
WOULD  HAVE  GROWN- 
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Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-6428 


Invest  With  Confidence 

TRoweftioe 
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'Strategic  Insight  Simfund.  *24.23%,  14.86%,  and  11.45%  are  the  fund's  avei^gc  annual  total  returns  for  the 
1-year,  5-year,  and  since  inception  periods  ended  6/30/97,  respectively  Figures  include  changes  in  principal  value, 
reinvested  dividends,  and  capital  gain  distributions  since  inception.  Investment  return  and  principal  value  will  vary,  and 
shares  may  be  worth  more  or  less  at  redemption  than  at  original  purchase.  Read  the  prospectus  carefully  before  investing. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  esfo.17785 


Every  investor  should  own 

The  Forbes  Stock 
Market  Course 


The  practical  handbook  that 
provides  the  £foals  of  today's 
smartest  investors — and  the 
strate£jies  they  use  to  reach  them. 


INCLUDES:How  to  choose  a  broker — Broker  commissions — How  to 
place  an  order — Sources  of  information — Market  patterns  (how  to 
chart  stock  market  movement) — Dollar-cost  averaging — Buying  on 
margin — How  to  read  the  tape — The  Dow  theory — Indexes  (the 
Dow,  the  Russell  2000,  the  Wilshire  5000)— Bonds  and  Preferred 
stocks — Derivatives  including  options — How  to  read  a  company's 
financial  statement — Mutual  funds. 

CALL  1-800-888-4525  ext  735 
FORBES,  INC.,  6o  Fifth  Avenue,  New  York,  NY  looii 
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June  1 9, 2:45  pm.  Dan  Kubica.  Senior  Engineer,  Ping  Golf  Clubs. 


It's  that  moment  of  insight  when  remark- 
able things  happen. 

For  example,  take  the  makers  of  Ping® 
golf  equipment.  Karsten  Manufacturing 
was  taking  years  to  design  a  new  set  of 
Ping  irons.  That's  twelve  irons.  That's  one 
at  a  time.  That's  way  too  long.  Then,  they 
began  developing  and  testing  their  designs 
on  high-performance  Silicon  Graphics® 
systems.  Less  than  a  year  later,  a  new  set 


any  other  computers.  To  see  new  and  more 
informative  data.  To  look  deeper  within 
yourself  for  better  answers. 

People  in  practically  every  industry,  in 
nearly  every  corner  of  the  world  use 
Silicon  Graphics  workstations  and 
servers  in  manufacturing,  science, 
government,  telecom  and 
entertainment.  They  are 
the  people  whose  insights 


of  Ping  clubs  shipped  to  stores  around  the 
world.  And  golfers  everywhere  found  one 
more  thing  to  love  about  the  game. 

It's  just  one  example  of  what  people 
do  with  Silicon  Graphics  systems  - 
collaboration  with  better  results  in  less 
time.  And  whether  you  work  alone  or  in  a 
group,  Silicon  Graphics  provides  you  with 
the  freedom  to  do  things  you  can't  with 


turn  the  ordinary  into  the  extraordinary. 
If  you  need  more  proof,  stop  by  your 
local  driving  range.  That  little  pinging  you 
hear  is  the  result  of  better  clubs  getting  to 
market  in  half  the  time. 


..^nw-  SiliconGraphics 
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COMPUTERS/ COMMUNICATIONS 


Collaboration  software  is  changing  the  nature  of  the  workplace. 

It  is  threatening  to  many  executives,  but  it's  a  boon  to  those  who  learn  to  use  it. 

The  hobby  that 
is  changing  the 
business  world 


By  Rita  Koselka 


PlaceWare's  Pavel  Curtis 
Is  your  boss,  at  the 
lectern,  boring  you 
to  death?  Send  an 
electronic  boo- 
anonymously. 
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At  the  Xerox  Palo  Alto  Research 
Center  in  1990,  researcher  Pavel 
Curtis  came  up  with  an  amusing 
hobby.  He  invented  a  virtual  house 
constructed  of  text  and  inhabited  by 
the  other  users  at  that  moment  and 
the  creations  of  those  people.  On-line 
\isitors  can  come  and  go,  conversing 
with  other  people  that  they 
encounter,  exploring  or  adding  onto 
the  house. 

Curtis  called  his  recreation  Lamb- 
daMoo.  The  name  is  suggestive  at 
once  of  a  college  fraternity  and  the 
"object-oriented"  style  of  program- 
ming, currently  very  cool  and  also 
integral  to  LambdaAIoo's  operation. 

LambdaMoo,  a  kin  to  modern-day 
chat  rooms,  developed  a  cult  follow- 
ing, with  thousands  of  computer 
nerds  logged  in  daily.  In  1996  Pavel 
quit  to  cofound  PlaceWare,  Inc.  in 
Mountain  View,  Calif 

PlaceWare  has  26  employees  and 
$6  million  of  venture  capital  to 
develop  collaboration  software.  This 
is  the  kind  of  software  that  enables  a 
large  team  of  workers,  in  different 
parts  of  the  country  or  at  different 
times,  to  work  together  to  draft  a 
document,  design  a  product  line  or 
share  a  job-training  session.  At  its 
core  the  PlaceWare  system  is  a  forum 
for  interaction  with  all  the  liveliness 
and  feedback  that  characterized 
LambdaMoo. 

Hewlett-Packard  will  be  using 
PlaceWare's  software  to  train  3,500 
engineers  worldwide  on  how  to  sup- 
port new  products.  "We're  able  to 
train  more  engineers,  more  often, 
without  travel  inconveniences  and 
costs,"  says  James  Morris,  an  R&D 
section  manager  within  Hewlett- 
Packard's  customer  support  unit. 

There  are  at  least  half  a  dozen 
other  startups  trying,  just  like  Place- 
Ware,  to  use  software  to  redefine  the 
workplace.  Or  rather  to  augment  the 
physical  workplace  with  a  virtual 
workplace. 

The  software  schemes  all  pick  up 
where  Lotus  Notes  drops  off.  Notes 
is  the  widely  used  IBM-owned  group- 
ware  product  that  allows  people  to 
trade  notes,  schedule  meetings  and 
share  databases.  Good  as  far  as  it 
goes,  says  the  ponytailed,  bearded 
Curtis,  37.  But  it  doesn't  go  far 
enough.  Curtis  aims  to  really  change 


Xerox  scientist 
Thomas  Moran 
Are  you  spinning 
your  wheels? 
His  software 
might  get  you 
out  of  the  rut. 


the  way  people  interact  with  one 
another. 

If  Curtis  succeeds,  he  will  meet  the 
challenge  that  Peter  Drucker  set 
forth  31  years  ago  in  his  book  The 
Effective  Executive  and  later  in  Inno- 
vation and  Entrepreneur  ship.  "When 
"Drucker  wrote   those   books,   the 


Netmosphere's 
Eric  Ly 

Did  you  miss 
a  deadline? 
He's  got  an 
intelligent  agent 
to  give  you 
a  nudge. 


computer  was  still  a  medium  of  cal- 
culation, not  of  communication,  but 
now  the  tools  have  caught  up,"  says 
Michael  Schrage,  a  consultant  and 
author  of  No  More  Teams,  a  book 
about  collaboration. 

In  lieu  of  the  virtual  house  of 
LambdaMoo,  PlaceWare's  first  prod- 
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©1996  Lucent  Technologies 


For  Sale: 


Bell  Labs  innovations. 


get  em  while  they're  hot. 


( a.ka. 

coiTinnunications 

breakthroughs 

that  provide  competitive 

advantage ) 

Contact  Lucent  Technologies. 


Lucent  Technologies 

■•"  ••••>»  'nnov.tlons 

600  Mountain  Avenue 
Murray  Hi//.  JVJ  07974 -0636 

l-888.4.Lucent 


We  make  the  things  that  make  communications  work'." 


When  in  doubt,  collaborate 


Product/company 


Price  per  seat 


Main  focus 


ActionPlan/Netmosphere  $200 

ActionWorl<$  Metro/Action  Technologies  100 

GroupSystems/Ventana  995 

Netscape  Communicator/Netscape  79 

PlaceWare  Auditorlum/PlaceWare  300 


Real-time  coordination  of  complex  projects 
Business  process  management 
Group  meeting  &  decision-support  software 
Communication  &  collaboration  on  intranets 
Group  presentations  &  training 


Source:  Company  reports. 


Software's 
answer 
to  Gilbert. 


uct  offers  a  virtual  auditorium,  com- 
plete with  colorful  graphics.  Picture 
this:  On  stage  is  an  engineer  doing  a 
slide  show  of  repair  parts.  In  the 
audience  are  several  hundred  service 
department  trainees.  Through  their 
Internet  connections  they  can  see  the 
slides  and  pick  up  an  audio  feed. 
They  can  send  questions  to  the  stage 
and  also  converse  privately  among 
themselves.  "Our  region  never  even 
got  that  shipment,  did  it?"  says  one 
worker  to  his  immediate  colleagues, 
out  of  \drtual  earshot  of  the  boss  run- 
ning this  show. 

Explains  Curtis:  "One  of  the 
important  things  that  we  learned 
from  LambdaMoo  is  that  people 
want  to  be  able  to  talk  to  the  whole 
group  and  also  to  have  private 
conversations." 

The  fellow  on  stage,  at  the  virtual 
lectern,  can  get  a  different  view  on 
his  computer  screen.  If  he  loses  the 
audience — if  they  nod  off  or  if  they 
didn't  follow  the  last  point — he 
knows  it,  because  they  can  send  an 
anonymous  signal  back  to  him.  If  a 
member  of  the  audience  signals  that 
he  doesn't  get  the  point,  the  lecturer 
can  back  up.  When  it  works,  this  sort 
of  program  is  a  combination  confer- 
ence room,  office  watercooler  and 
lecture  hall. 

Other  developments  in  collabora- 
tion software  enable  the  best  and 
brightest  in  any  field  to  leverage  their 
time  and  efforts.  The  Manhattan 
School  of  Music  is  using  video- 
conference  classes  with  violinist  Pin- 
chas  Zukerman  to  teach  students 
around  the  globe.  Doctors  are  using 
videoconferencing  technology  to  link 
up  experts  with  local  surgeons,  to 
advise  them  on  procedures  they  do 
rarely. 

The  software  also  makes  it  possible 


to  bring  many  minds  to  bear  on  a 
problem,  even  if  the  minds  are  widely 
scattered  geographically.  The  man- 
agement consultants  at  McKinsey  & 
Co.  have  set  up  their  own  virtual  chat 
rooms  to  discuss  clients'  problems. 
"There  is  no  single  expert  who  can 
duplicate  the  power  of  a  large  group 
of  people  with  different  experiences," 
says  John  Hagel  III,  a  principal  at 
McKinsey. 

Some  of  the  fancier  automated- 
design  software  has  collaboration 
software  built  in.  When  Chrysler 
designs  a  new  automobile,  it  has 
dozens  of  designers  and  engineers  at 
many  companies  working  on  differ- 
ent parts  of  the  car,  all  collaborating 
through  a  single  software  language, 
Dassault's  Catia,  marketed  by  IBM. 
"Any  time  anyone  changes  a  bolt,  we 
can  see  how  it  affects  every  aspect  of 
the  car,"  says  Peter  Rosenfeld,  direc- 
tor for  advanced  technology  planning 
at  Chrysler. 

Taos  Mountain,  Inc.,  a  consulting 
firm  that  is  based  in  Santa  Clara, 
Calif.,  sets  up  corporate  intranets, 
using  collaboration  software  from 
Netmosphere,  Inc.  The  Java-based 
Netmosphere  product,  which  works 
through  the  Internet  and  an  Internet 
browser,  tracks  work  flow,  issues 
reminders  about  deadlines  and  iden- 
tifies botdenecks. 

Netmosphere's  software  is  the 
brainchild  of  Eric  Ly,  28,  a  slim, 
blue-jean-clad  computer  scientist  who 
studied  under  visionary  Terry 
Winograd  at  Stanford  University. 
Winograd  helped  create  a  program 
that  organizes  the  activities  of  a 
grou  of  people  around  voluntary 
commiinicnts.  A  marketing  manager, 
say,  can  send  a  message  to  a  salesper- 
son requesting  that  he  visit  a  particu- 
lar customer.  Tl:,  format  of  the  sofi:- 


ware  requires  the  salesperson  to  replyn 
to  the  message  by  clearly  promising  k| 
or  declining  to  do  so,  or  making  it  j 
obvious  that  he  is  delaying  an  answer.: 
Netmosphere  takes  this  structure  aij 
step  fiirther  with  the  use  of  intelligentlf 
agents  that  send  out  reminders  andr 
check  off  completed  tasks  automati- 
cally in  the  schedule. 

At  Xerox's  Palo  Alto  center,  scien- 
tist Thomas  Moran  has  created  soft- 
ware that  allows  a  committee  to  go 
through  invention  proposals  to  set  I 
priorities.    Audio    comments    andl 
screen  drawings  can  be  attached  and! 
time-stamped.  "The  software  allows  s 
us  to  do  more  complex  work  muchl 
more  quickly,"  says  Moran.  "It  also  ■ 
gives  us  the  capability  to  go  back  later ' 
to  analyze  the  work  process  itself." 

Eric  Hahn  started  a  firm  to  make 
collaboration  sofirware  featuring  on- 
line discussion  groups.  He  sold  the 
firm,  CoUabra,  two  years  ago  to 
Netscape  Communications,  which 
has  incorporated  the  software  in  its 
Netscape  Communicator.  "There's 
no  doubt  that  this  type  of  technolo- 
gy can  level  organizations  and 
empower  different  people,"  says 
Hahn,  now  a  senior  vice  president  of 
Netscape.  "It's  like  a  virus.  We  can 
see  who's  effective  and  who's  not, 
who's  just  bureaucrac)^  and  who  does 
real  work.  Some  people  will  be 
threatened  by  what  is  let  loose." 

Software  that  reorganizes  the 
workplace  is  not  an  easy  sale.  It 
requires  that  people  learn  new  habits, 
be  more  wilUng  to  accept  advice  and 
suggestions,  and  accept  working  as  a 
team  rather  than  on  their  own.  Says 
Chrysler's  Rosenfeld:  "It  took  years 
to  get  75%  of  our  suppliers  hooked 
up.  It  was  like  breaking  down  the 
Tower  of  Babel.  But  it's  certainly 
been  worth  it."  WM 
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\  little  Dutch  software  company  suddenly  achieved 
i  market  capitalization  of  $6  billion.  Baan  Co.'s 
iecret:  making  the  complex  simple. 

Auto-Baan  ^ 


3y  Nikhil  Hutheesing 

\\L\KING  MONEY  IS  A  PLE.\SURE,  but 

laving  money  can  be  a  problem," 
>ays  Jan  Baan,  the  founder  and 
;hief  executive  of  Baan  Co. 

The  pleasure  part  for  Baan  is 
supplied  by  his  firm,  based  in 
Menlo  Park,  Calif,  and  Putten, 
the  Netherlands.  It  mints  money 

•selling  the  monster  programs 

[that  big  companies  use  to  inte- 
grate all  their  operations,  from 
raw     materials      to     accounts 

•  payable.  So  enamored  is  Wall  Street 
of  the  concept  that  the  stock  is  up 

(from  a  split-adjusted  S8,  when  first 
publicly  offered  in  1995,  to  a  recent 
$61.25.  Market  capitalization:  $6.3 
billion. 

The  problem  of  having  money  is 
solved  by  Baan,  a  pious  Dutch 
Reformed  Calvinist:  He  gives  it  away. 
The  recipient  is  a  foundation  Baan 
created  to  do  good  works  in  desper- 
ately poor  countries.  "Information 
technology  is  a  creation  of  the  Lord," 
says  Baan,  51.  "It  was  created  in  His 
wisdom  and  is  one  component  that 
can  keep  the  world  running  in  a 
normal  way.  1  am  just  contributing." 
While  contributing  to  the  world, 
via  improved  technology  and  charita- 
ble works,  Baan  is  also  taking  a  bite 
out  of  the  hides  of  SAP  and  Oracle, 
leaders  in  the  world  market  for 
companywide     automation.     That 


market  is  growing  at  an  estimated 
34%  a  year,  but  Baan's  revenues 
have  been  racing  ahead  at  80%  a 
year  for  the  past  four  years,  to 
$491  million  over  the  past  12 
months.  Baan  has  raised  its  share  of 
the  U.S.  market  to  5%,  but  still  has  a 
way  to  go  to  catch  SAP,  with  33%. 

Investors  are  betting  that  Baan  has 
somethiog  that  SAP  lacks:  simplicity. 
To  implement  SAP's  R/3  software, 
you  need  to  hire  consultants  to  deter- 
mine all  the  processes  the 
program  will  ever 


control  — 
everything 
from  manufacturing 
to  purchase  orders  to  com- 
munications. And  you  have  to  fore- 
cast your  company's  needs  years  in 


advance  because 

it  is  fairly  difficult  to 

make  big  changes  after 

the  SAP  softrware  is  installed.  Baan  is 

easier  to  install  and  modify.  You  don't 

need  as  many  consultants. 

This,  at  any  rate,  is  the  claim  made 
by  Baan's  salesmen,  who  have  per- 
suaded such  firms  as  General  Electric, 
Snap-On  Tools,  Northern  Telecom, 
British  Aerospace  and  Komatsu  to 
buy  Baan  software.  Advanced  Manu- 
facturing Research,  a  firm  in  Boston 
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THE  COMPUTER 

On  July  10,  Compaq  introduced  a  new  line  of  desktop  and  customization.  We  have  created  a  new  model  the 

computers  and  in  doing  so,  introduced  a  radically  new  way  incorporates  the  manufacturing  efficiencies  of  the  direc 

of  doing  business.  Because  with  our  new  Deskpro  2000  model  with  the  value-added  services  and  expertise  of  ol 

and  4000  models,  we  are  moving  to  a  Build-To-Order  100,000+  reseller  sales  and  support  representatives, 
model.  BTO  means  customers  will  be  able  to  receive  From  today  on,  everything  we  do  will  be  driven  by  ol 

Compaq  innovation,  Compaq  qualify,  and  Compaq  reli-  strong  passion  to  deliver  the  most  satisfying  ownership 

ability  at  prices  you  never  expected  from  Compaq.  experience  in  the  computer  industry.  For  more  information 

Soon,  we  will  be  announcing  BTO  for  all  our  products  www.compaq.com/products/desktops  or  1-800-345-1518 


in  addition  to  programs  that  deliver  flexible  configuration 
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Sources:  Advanced  Manufacturing  Research:  Deutsche  Morgan  Grenfell. 


SAP's  integrated 
corporate  soft- 
ware system 
is  powerfui 
but  complicated. 
That  has  given 
the  simpler 
Baan  system 
a  foothold. 


that  tracks  this  software  market,  says 
Baan  will  ultimately  cost  you  $8,000 
per  license  in  consulting  fees,  against 
as  much  as  $20,000  for  the  competi- 
tion's software.  (A  customer  can  typ- 
ically hook  up  about  three  employees 
for  every  license  it  buys,  since  not  all 
users  are  on  line  at  once.) 

Against  a  backdrop  of  numbers  like 
those,  the  price  for  the  software — 
around  $4,000  per  license,  whether 
you  get  it  from  Baan,  SAP  or  Oracle — 
doesn't  seem  so  shocking. 

Baan's  good  fortune  arrived  almost 
overnight,  after  it  landed  a  key  1994 
contract  with  Boeing  Corp.  After 


eliminating  60  other  applicants, 
Boeing  provided  SAP,  Oracle  and 
Baan  with  data  on  the  steps  required 
to  build  landing  gear  and  connect  it 
to  the  plane. 

The  software  needed  to  do  a  lot. 
When  an  order  was  taken,  did  it  make 
sure  that  the  supplies  were  available? 
Did  it  check  the  capacity  of  Boeing 
plants  to  see  if  they  could  handle  the 
order.^  Did  it  properly  gauge  how 
easy  it  was  to  pay  vendors  and  order 
parts?  If  American  Airlines  wanted  a 
plane  with  500  seats  instead  of  380, 
could  the  system  tell  that  this  order 
needed  to  be  customized? 


Fuselage  assembly  of  Boeing's  corning  737-800 

Software  to  connect  the  rivet  to  the  accounts  payable  department. 


m 


Baan  won  the  tournament  and  i 
trophy  customer,  charging  Boeinj 
only  $20  million  for  a  15,000-licens( 
system. 

Next  target:  put  the  corporation' 
suppliers  and  customers  on  th< 
system,  too.  Daimler-Benz  uses  Baai 
software  to  build  the  new  Mercede 
sports  utility  vehicle  in  Vance,  Ala 
After  getting  a  dealer's  order  eleci 
tronically,  the  system  generates  a  cus 
tomized  bill  of  materials  and  calcut 
lates  which  parts  need  to  be  ordered; 
When  supplies  come  in,  the  Mercedei 
receiving  department  scans  in  thei 
bar-code  labels,  feeds  the  data  tt 
inventory  control,  makes  an  account 
ing  entry  and  pays  the  supplier 
Instead  of  30  clerks  to  order  parts 
Mercedes  needs  only  3. 

All  this  requires  systems  that  c; 
analyze  the  interplay  of  comple: 
options,  such  as  sourcing  material: 
from  this  supplier  instead  of  that  one 
shifting  production  from  one  plant  tc 
another  and  moving  goods  by  trucl 
instead  of  rail.  Baan  claims  to  be  aheac 
of  SAP  and  Oracle  in  the  creation  o 
just  such  an  integrated  system. 

Jan  Baan  is  an  unlikely  softwan 
magnate.  After  dropping  out  o 
school  at  16,  he  spent  several  yean 
working  as  a  clerk  in  a  slaughter 
house,  then  drifted  into  the  comput 
er  department  of  a  building  material: 
supplier.  Inspiration:  Customer: 
would  gladly  buy  an  off-the-shel 
system  that  they  could  easily  adapt  tc 
their  needs.  In  1978  he  foundec 
Baan.  Four  years  later  he  brought  hi: 
brother  Paul  into  the  company. 

As  the  business  grew  slowly,  th( 
Baan  brothers  and  their  combined  IS 
children  were  a  happy  brood,  li\ing  ; 
middle-class  life  in  Barneveld,  45 
minutes  outside  of  Amsterdam 
Then,  in  1992,  Wilham  Grab( 
knocked  on  their  door. 

Grabe,  a  partner  with  the  Green 
wich,  Conn,  venture  capital  firn 
General  Atlantic  Partners,  told  tht 
Baans  that  they  were  sitting  on  a  gok 
mine.  All  they  needed  was  a  little  cap 
ital  to  break  through  in  the  U.S 
market.  "Jan  insisted  his  compam 
didn't  need  any  money,  but  we  wen 
persistent,"  explains  Grabe. 

In  1993  General  Adantic  put  $1^ 
million  into  the  Baans'  company 
taking  a  one-third  stake  and  leaving 
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them  with  a  third  each.  Suddenly  Jan 
ind  Paul  had  to  confront  something 
new:  wealth.  They  realized  they  each 
held  $18  million,  too. 

The  brothers  wanted  to  go  right 
on  building  the  business,  but  they 
disliked  the  idea  of  continuing  to  pile 
up  money.  They  had  no  ambition  to 
,  die  rich  and  leave  behind  a  clan  of 
idle  descendants. 

So  they  sold  all  their  stock  in  Baan 

j  Co.  to  a  newly  created  foundation, 

:  each  brother  taking  back  an  lOU  for 

$15  million.  It  was  a  gift  more  than  a 

I  sale.  The  Baan  family  stake  was  worth 

1  close  to  $500  million  by  the  time 

Baan  Co.  went  public  in  1995,  and  it 

I  would  be  worth  $2.8  billion  today  if 

1  the  foundation  hadn't  parted  with 

any  shares.  The  foundation  did  sell 

I  some,  but  still  has  $2.4  billion  in 

assets,  making  it  larger  than   the 


Rockefeller  Foundation  (see  box). 

What  are  the  Baan  brothers  going 
to  do  to  justify  Wall  Street's 
grandiose  expectations  for  their  com- 
pany.>  Use  their  richly  priced  stock  as 
currency  to  round  out  their  software 
product  line.  In  the  past  year  Baan 
has  bought  Berclain  Group,  a  firm  in 
Quebec  that  makes  software  to  link 
suppliers  and  manufacturers;  Aurum, 
a  firm  in  Santa  Clara,  Calif,  that 
makes  software  to  automate  sales 
forces;  and  Antalys,  a  firm  in  Golden, 
Colo,  that  sells  software  to  let  a  cus- 
tomer know  instantly  if  an  order  can 
be  delivered  within  a  certain  time  and 
under  a  certain  cost. 

"By  acquiring  companies  that 
understand  the  space,  we  gain  a  good 
infrastructure  and  talented  people 
and  get  to  participate  right  away  in  a 
market  that's  growing  at  50%  annual- 


ly," explains  Amal  Johnson,  Baan's 
executive  vice  president.  "It's  sort  of 
a  Cisco  Systems-style  approach." 

Baan  is  also  adapting  its  system  to 
the  Internet  and  to  private  intranets. 
The  company  has  begun  making  its 
software  operate  with  standard  Web 
browsers,  and  it's  planning  to  license 
push  technology.  "Push"  is  just  a 
fancy  word  for  continuous  broadcast- 
ing of  data,  such  as  the  financial 
ticker  tape  that  runs  across  your  PC's 
screen.  With  Baan  push  technology  in 
place,  Boeing  could  feed  its  suppliers 
the  day-to-day  changes  in  its  project- 
ed demand — say,  for  landing  gear. 
Suppliers  would  then  adjust  their 
resources  accordingly. 

Nice  features,  if  they  don't  make 
Baan  sofirware  too  messy  and  destroy 
its  appeal.  "Our  enemy  isn't  SAP," 
says  Jan  Baan.  "It's  complexity."  ^ 


Protecting 
the  kids 


Had  they  not  trans- 
ferred their  shares  in 
Baan  Co.  to  their  founda- 
tion Oikonomos  (Greek 
for  stewardship),  Jan  and 
Paul  Baan  would  both  be 
billionaires.  They  say  they 
are  glad  they  are  not.  "We 
protected  our  kids  so  they 
won't  inherit  the  money," 
explains  Jan.  "And  we  did 
it  just  in  time.  Once  you 
have  billions,  egos  get  in 
the  way  and  it's  harder  to 
give  it  away.  Better  to 
anticipate  being  a  billion- 
aire and  stop  it." 

Oikonomos  has  built 
orphanages  in  Indonesia, 
paved  roads  in  New 
Guinea,  brought  medicine 
to  leper  colonies  in  India 
and  helped  entrepreneurs 
start  businesses  in  Bolivia. 
It  finances  its  grants, 
expected  to  total  $10  mil- 
lion this  year,  with  occa- 
sional sales  of  Baan  stock. 


Jan  and  Paul  Baan 

Why  make  heirs  angry?  Give  away  your  $1  billion  even  before  you  have  it. 


Dutch  law  permits  the 
Baan  brothers  to  keep  the 
foundation's  assets  heavily 
concentrated  in  Baan 
stock  and  to  retain  voting 
control  of  Baan  Co.  indef- 


initely, neither  of  which 
would  be  possible  for  a 
U.S.  foundation. 

When  Oikonomos  does 
diversify  its  portfolio,  it's 
not  to  buy  bonds.  Instead, 


it  operates  Baan  Invest- 
ments, a  venture  capital 
arm  investing  in 
small  systems  integrators, 
software  developers  and 
distributors.         -N.H.  ■ 


Forbes  ■  October  6,  1997 


113 


■  hVIIHVkVV  I 


INSIGHTS 


The  health  scare 
industry 


BY  PHER  HUBER 
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E-mail  address  is 
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Condemn  now,  nail  down  the  science  later. 

Time  after  time,  tJiis  logic  lets  regulators 
hold  a  press  conference,  generate  headlines 
and  spook  the  public — before  tending  to  the 
tedious  details  of  science.  But  suppose  the  sci- 
ence refuses  to  get  nailed.  Can  a  panic  ever  be 
stuffed  back  in  its  box? 

In  1977,  citing  a  new  Canadian  study  of 
rats,  the  Food  &  Drug  Administration 
announced  that  saccharin  might  cause  bladder 
cancer  and  would  be  banned.  The  newspapers 
got  to  work,  mourning  the  thousands  already 
exposed  who  would  surely  die.  "fda  banning 
saccharin  use  on  cancer  links"  read  the  front 
page  headline  in  the  New  York  Times. 

Now,  a  mere  20  years  later,  the  National 
Cancer  Institute  is  about  to  publish  a  study 
confirming  yet  again  that  whatever  it  may  do 
when  force-fed  to  male  rats,  saccharin  causes 
no  detectable  harm  to  humans.  The  National 
Toxicology  Program  has  been  asked  to  review 
the  data.  It  should  end  up  removing  saccharin 
from  the  U.S.  list  of  substances  officially  des- 
ignated as  "anticipated  carcinogens." 

Though  saccharin  has  been  largely  sup- 
planted by  aspartame  (Nutrasweet),  the  last 
act  in  this  melodrama  is  still  well  worth 
watching.  It  will  tell  us,  for  the  first  time  in 
the  modern  history  of  such  officially  pan- 
dered panics,  whether  regulators  draped  in 
the  white  coat  of  science  can  ever  officially 
admit  that  science  itself  has  solidified  against 
them.  If  the  panic  establishment  can  confess 
error  on  saccharin,  there  may  yet  be  a  glim- 
mer of  hope  for  silicone,  power  lines,  dioxin 
and  tomorrow's  terror  du  jour,  whatever 
it  may  be. 

Saccharin  should  be  a  politically  easy  case. 
It  never  did  get  banned,  because  weak  cancer 
science  at  the  FDA  gave  way  on  Capitol  Hill  to 
the  even  weaker  science  of  no-pain  dieting.  So 
many  people  believed  that  saccharin  alone 
stood  between  them  and  the  fat  form  that 
Congress  "postponed"  the  fd.^  ban  indefinite- 
ly. Trial  lawyers  never  rounded  up  legions  of 
claimants  to  blame  the  sweetener  for  the 
varied  misfortunes  of  their  lives.  But  the  hor- 
rible publicity'  accomplished  almost  as  much: 
Saccharin  consumption  declined  sharply. 


Bladder  cancers  did  not.  So  the  Canadian 
rats  slowly  crawled  back  into  the  cemeteries  of 
scientific  irrelevance.  A  1993  review  of  the 
epidemiological  evidence  flatiy  concluded: 
"Saccharin  is  not  related  to  bladder  cancer  in 
humans." 

If  saccharin  can  be  officially  deratted, 
maybe  silicone  can  be,  too.  Last  year  a  scien- 
tific panel  appointed  by  a  federal  judge  in 
Oregon  eviscerated  a  silicone  plaintifPs 
claims.  Another  federal  judge  in  Alabama  has 
appointed  a  science  panel,  which  will 
inevitably  conclude,  yet  again,  that  silicone 
breast  implants  occasionally  hurt,  harden  or 
leak,  but  they  don't  cause  autoimmune  dis- 
ease. The  Alabama  findings  should  help  dis- 
pose of  tens  of  thousands  of  silicone  claims  in 
federal  courts.  Regulators  in  Britain,  Canada, 
Holland  and  Denmark,  among  many  others, 
have  all  concluded  there's  no  science  behind 
the  scare. 

Running  this  regulatory  phantasm  back  to 
ground  in  the  U.S.  will  be  hard,  however, 
because  the  creature  has  tasted  blood,  and 

Saccharin  consumption 
declined  sharply.  Bladder 
cancers  did  not. 


smells  buckets  more.  Dow  Coming's  latest 
settiement  offer  is  about  $3  billion,  give  or 
take,  and  lawyers  will  surely  go  to  almost  any 
length  not  to  apologize  for  that. 

The  modern  regulatory  apparatus  for  pur- 
suing low-level  hazards  in  workplaces,  food, 
air  and  water  is  now  25  years  old.  It  has 
grown  and  prospered  on  the  logic  that  pru- 
dent regulators  must  often  act  first,  ask 
detailed  scientific  questions  later.  But  if  so,  a 
counting — of  cancers  averted,  lives  saved — 
should  surely  be  conducted  all  the  more 
meticulously  after  hair-trigger  regulation  is 
put  into  effect,  after  the  PR  machinery  is  done 
with  its  spooking.  Congress  should  now  make 
regulatory  postmortems  mandatory,  requiring 
solid  science  at  a  leisurely  pace  and  after  the 
fact,  whenever  solid  science  is  not  incontro- 
vertibly  there  before.  At  the  very  least,  regula- 
tors will  then  know  that  their  actions  will  be 
officially  judged  by  scientific  posterity. 

This  much  is  clear:  20  years  of  bladder- 
cancer  trends  since  1977  now  reveal — noth- 
ing. Regulators  who  take  things  out  of  the 
food  supply  should  be  held  to  the  same  stan- 
dards as  private  companies  that  put  them  in. 
In  other  words,  it's  time  for  a  regulatory 
recall.  The  fda  should  count  itself  lucky  it 
can't  be  sued  for  all  that  it's  worth.  IH 
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na's  President  Jerry  John  Rawlings 
=d  50  on  June  22,  1997  Seventeen  of 
e  50  years  have  seen  him  as  Head  of 
;  of  the  Republic  of  Ghana, 
le  second  nnultiparty  elections  held  at 
?nd  of  1996  eleaed  the  mcunnbent 
dent  Rawlings,  underlining  the  fact  that 
ontinues  to  endear  himself  to  his  people, 
lermore,  the  elections  confirmed  political 
/ell  as  economic  stability.  They  also 
tked  the  first  time  since  independence 
957  that  an  elected  government  had 
ed  a  full  term  with  a  multiparty 
liament  and  handed  over  power 
cefully  to  a  newly  elected  government. 
he  first  sub-Saharan  African  country  to 
1  independence  from  colonial  authority, 
jna  IS  enthusiastic  about  open  markets 
I  private  enterpnse  and  is  committed 
1  noninterventionist,  democratic  and 
]le  government. 

:  has  also  learned  a  crucial  lesson: 
<ering  with  the  economy  for  political 
T  can  have  dire  economic  consequences, 
sident  Rawlings  affirmed  the  government's 
al  prudence  when,  prior  to  the  elections 
1996,  he  said,  "This  government  has  no 
?ntion  of  subordinating  the  nation's 
)nomic  interests  to  political  expedience." 
s  is  not  the  easiest  path  to  keep,  as  even 
'  richest  and  oldest  democracies  can  attest, 
t  Ghana's  current  economic  progress 
ims  to  support  President  Rawlings'  resolve. 

rfect  Vision 

e  government  of  Ghana  has  decided  that 
lew  phase  in  the  country's  economic 
^/elopment  is  required  -  a  long-term 
Dgram  called  Vision  2020,  which  aims  for 
lana  to  be  a  medium-income  country  by 
3t  year.  In  the  government's  view,  the 


J.  J.  Rawlings,  President  of  Ghana,  with  U.S. 
President  Bill  Ointon  at  the  White  House  in  1995. 


growth  rate  of  around  5%  is  not  strong 
enough  for  a  developing  country  where  the 
population  growth  is  at  about  3%.  "It  is 
not  really  something  that  can  be  sold  to  the 
population.  They  are  impatient,  and 
deservedly  so,  because  at  this  pace  of 
growth  we  are  not  able  to  effect  any 
meaningful  change  in  their  lives,"  says 
Minister  of  Finance  Kwame  Peprah. 

Ghanaian  institutions  and  agencies  have 
key  roles  to  play  in  this  comprehensive 
scheme,  with  particular  attention  paid  to 
fiscal  policy.  The  government  has  learned  to 
treat  the  various  facets  that  influence  Ghana's 
economy  with  respect  and  moderation, 
especially  after  its  experiences  in  1992. 
Public  spending  surged  that  year  as  Ghana 
made  the  transition  to  a  multiparty 
democracy.  Vision  2020  will  be  implemented 
as  a  program  once  the  resulting  micro- 
economic  distortions  are  corrected. 

The  government's  commitment  is  to  fiscal 
rectitude,  and,  in  the  Western  way  of 
thin'king,  that  means  control  over  inflation. 
According  to  Minister  Peprah,  "Our  strategy 
now  is  to  quickly  bhng  inflation  down  to 


a  single  digit  by  the  middle  of  1998,  so 
we  can  proceed  with  Vision  2020." 

The  Bank  of  Ghana  (BoG),  the  central 
bank,  is  working  on  the  problem  and  has 
halved  inflation  to  its  current  level  of  35%, 
with  20%  projected  by  the  end  of  1997. 

The  Governor,  Dr  Kwabena  Duffuor, 
believes  that  removing  some  of  the 
institutional  and  structural  constraints  on 
production  is  necessary  to  boost  growth  in 
the  economy.  He  says:  "I  believe  with  the 
most  stable  microenvironment  Ghana  will 
be  achieving  even  higher  rates  of  growth. 
We  therefore  need  to  work  very  hard  to 
achieve  low  monetary  growth  and  low 
inflation.  This  will  reduce  distortions  in  our 
market  economy  and  send  the  correct 
signals  to  the  manufacturers  of  those  goods 
in  which  we  have  comparative  advantages." 

Banking  on  the  Future 

Reforms  have  been  made  at  the  heart  of 
Ghana's  financial  institutions,  and  a 
regulatory  framework,  legal  system  and 
incentive  packages  for  investment  are  in 
place.  Apart  from  the  central  bank,  there 
are  currently  seven  commercial,  three 
development  and  five  merchant  banks. 

Social  Security  and  National  Insurance 
Trust  (SSNIT),  the  sole  pension  provider,  is 
the  biggest  nonbank  player  in  the  financial 
sector  Set  up  initially  as  a  national 
provident  fund  in  1965,  it  has  enormous 
resources  at  its  disposal,  which  it  has 
invested  in  21  companies,  many  listed  on 
the  Ghana  Stock  Exchange.  SSNIT's 
investment  policy  is  simple,  says  Director 
General  Mr.  Henry  Dei:  "Our  aim  is  to  assist 
companies  requiring  funds,  with  the 
ultimate  objective  of  creating  and  sustaining 
more  jobs  in  Ghana."  Job  creation  is  a 
common  thread  in  Vision  2020. 


ADVERTISEMENT  2 


Real  estate  remains  the  SSNIT's  most  visible 
area  of  operations.  It  provides  affordable 
rental  housing  units  across  the  country  and 
encourages  private  sector  involvement  in 
housing  delivery.  Mr  Dei  explains,  "We 
started  by  providing  low-cost  rental 
housing,  but  we  now  believe  it  is  better  to 
encourage  medium-  to  higher-income 
earners  to  buy  houses." 

Private  savings  and  investment  have 
remained  low,  threatening  the  economy's 
ability  to  reach  self-sustained,  long-term 
growth.  Though  Ghana's  Financial  Sector 
Adjustment  Program  (FINSAP)  is  well  into  its 
second  phase,  strong  challenges  remain  for 
the  country's  economy  and  fiscal  planning. 
Furthermore,  the  financial  system  has  yet  to 
acquire  sufficient  depth  to  encourage 
domestic  savers  into  productive  investment. 

There  have  been  successes,  including 
the  restructuring  of  financially  distressed 
banks,  and  a  start  has  been  made  at 
divesting  state  interest  in  all  banks.  This 
aims  to  encourage  greater  efficiency  and 
competition  in  the  banking  sector,  and 
allows  banks  to  raise  interest  paid  on  their 
deposits.  This  would  then  lead,  according 
to  the  monetary  authonties,  to  the 
happy  integration  of  formal  and  informal 
financial  institutions,  resulting  in  access  to 
informal  savings. 

"The  financial  sector  will  have  to  accept 
the  need  to  deepen  the  financial 
intermediation.  At  the  moment  it  is  quite 
shallow,  and  when  you  look  at  the  spread 
between  the  lending  rates  and  the 
borrowing  rates,  a  large  part  of  savings  are 
being  kept  outside  the  banking  system.  We 
believe  that  when  we  have  managed  to 
narrow  down  the  spread,  then  the  financial 
intermediation  will  be  deepened  and  the 
system  could  be  said  to  be  sustainable,"  the 
Governor  says. 

Opportunities  in  Privatization 

There  is  no  question  that  Ghana  offers  an 
attractive  investment  climate  with  enormous 
opportunities.  The  country  has  found 
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political  stability  and  enjoys  a  peaceful 
democratic  process,  demonstrated  by  the 
December  1996  general  elections,  and,  after 
a  slow  start,  the  government  is  committed 
to  selling  off  state-owned  enterprises. 

The  Divestiture  Implementation 
Committee  (DIG)  includes  government 
ministers  and  trade  union,  institutional  and 
private  sector  representatives.  It  plans  to 
halt  the  drain  on  government  resources 
from  poorly  run  and  insolvent  state 
enterpnses.  From  the  beginning  of  the 
program  m  1988  to  December  1996,  183 
state-owned  enterprises  (SOEs)  have  been 
sold  to  private  investors,  including  Coca- 
Cola,  which  bought  a  national  bottling 
company  Divestiture  methods  vary  and 
have  included  outhght  sales,  share  issues, 
joint  ventures,  leases  and,  when  all  else 
fails,  liquidation. 

Successes  recorded  by  privatized 
companies,  including  modernization, 
productivity  gains  and  job  creation,  have 
allayed  workers'  fears  of  mass  layoffs.  The 
government  wants  to  accelerate  the 
divestiture  program  by  outsourcing  some 


SOEs  to  the  private  sector  under  the  do 
supervision  of  the  DIG.  Ghana's  divestiti 
program  is  being  financed  by  the  World' 
Bank  through  an  International  Developrrvi 
Agency  credit  facility 

Mr  E.  Agbodo,  executive  secretary  of, 
DIG,  believes  divestiture  has  some  priori' 
He  says:  "The  most  important  privatizata, 
should  take  place  in  the  energy  sector  a 
in  housing,  where  we  are  considering  od 
refinery,  our  oil  distribution  company  GO 
and  the  State  Housing  Company  We  an 
also  looking  at  strategic  investors  for  the 
insurance  industry  to  encourage  the 
introduction  of  new  products  and  to 
improve  our  citizens'  access  to  insurance 

Stock  Exchange  Continues  to  Expci 

In  1994,  just  four  years  into  trading 
operations,  the  Ghana  Stock  Exchange 
(GSE)  was  judged  the  best  performer  in 
Afnca  by  the  International  Federation  of 
Stock  Exchanges.  The  Exchange  gained 
24%  in  capital  appreciation,  and  its  listir 
have  grown  from  11  to  21  companies  ar 
one  corporate  bond. 

As  more  gold  mining  companies  are 
quoted  and  SOEs  are  floated,  the  GSE  w 
become  one  of  the  more  important  stoci 
markets  in  the  region.  The  catalyst  for  th 
boom  IS  the  listing  of  Ashanti  Goldfields 
Company,  which  boosted  the  Exchange's 
capitalization  from  about  US$310  million 
US$2  billion.  According  to  Minister  Peprc 
the  successful  AGC  flotation  "opened  th 
eyes  of  investors  elsewhere  to  the  fact  th 
there  is  a  place  called  Ghana  and  you  coi 
make  some  money  there." 

Activities  on  the  Exchange  continue  to 
expand.  The  number  of  brokers  will  grow 
as  more  foreign-based  Ghanaians  with 
capital  market  expertise  return  home. 

Strong  Commitment  to 
Infrastructure  Development 

An  efficient  transport  sector  is  crucial  to 
Ghana's  policy  of  positioning  the  country  I 
as  a  gateway  to  the  West  African  market 
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REPUBLIC  OF  GHANA 

DIVESTITURE  OF  STATE-OWNED  ENTERPRISES 


-  J  he    Government    of    Ghana,    as 
I    1^   part  of  its  overall  Economic  Re- 

/  covery  Programme,  is  pursuing  a 
/  programme  of  divestiture  of 
state-owned  enterprises.  The  Divestiture 
Implementation  Committee  ("DIG")  was  es- 
tablished by  the  Government  to  implement 
and  execute  all  Government  policies  in 
respect  of  divestiture  programmes. 

The  divestiture  programme  is  intended  to 
reduce  the  size  of  the  public  sector  and  to 
improve  the  performance  of  enterprises  by 
mobilising  private  sector  management  and 
capital.  The  financial  and  managerial 
burden  on  Government  will  be  reduced  and 
the  state  will  be  able  more  efficiently  to 
manage  the  business  of  Government.  The 
proceeds  from  the  sale  of  enterprises  can  be 
used  to  improve,  among  other  things, 
infrastructure,  health  services  and 
education. 

MODE  OF  DIVESTITURE 

Information  and  documentation  is  collected 
on  each  enterprise  listed  for  divestiture. 
Once  that  has  been  done,  a  decision  is 
made  as  to  the  preferred  mode  of 
divestiture.  This  will  usually  be  the  sale  of 
the  enterprise's  assets  by  competitive 
tender.  However,  other  options  include  the 
sale  of  shares  (particularly  where  the 
enterprise  already  has  some  private  sector 
investors),  the  creation  of.  joint  venture 
companies  between  the  state  and  private 
sector  investors  and  the  leasing  to  private 
sector  investors  of  an  enterprise's  assets. 

ACCELERATION  OF  THE 
DIVESTITURE  PROGRAMME 

The  Government,  through  DIG,  is 
committed  to  an  acceleration  of  the 
divestiture  programme.  This  is  being 
achieved  principally  by  means  of 
outsourcing  some  divestitures  to  the 
private  sector.  DIG  closely  monitors 
subcontracted  work  to  ensure  that  it  is 
carried  out  in  accordance  with  DIC's 
procedures  and  statutory  responsibilities. 
DIG  maintains  a  Register  of  pre-qualified 
firms  to  undertake ,  work  on  divestitures. 
Except    for    small    assignments    or    in 


exceptional  circumstances,  DIG,  in  the 
case  of  each  assignment,  draws  up  a  short 
list  of  suitable  firms  appearing  on  the 
register.  The  short-listed  firms  are  invited  to 
submit  proposals  in  connection  with  the 
assignment  concerned  and  the  winning  firm 
is  selected  on  the  basis  of  those  proposals. 

INVESTMENT  ENVIRONMENT 

Private  investors  in  the  divestiture 
programme  are  benefiting  from  the  macro- 
economic  and  sectoral  reforms  introduced 
under  the  Government's  Economic 
Recovery  Programme  -  most  notably  the 
rehabilitation  of  economic  and  social 
infrastructure,  the  liberalisation  of  imports 
and  foreign  exchange,  as  well  as  easy 
remittance  of  dividends,  profits  and  fees 
abroad.  In  addition,  trade  regimes  devoid 
of  public  intervention  and  reforms  that  have 
reduced  company  taxes  have  helped  to 
make  the  business  climate  more  conducive 
to  investment. 

INVITATION  TO  PARTICIPATE 

The  Government  is  fully  committed  to  the 
divestiture  programme  and,  accordingly, 
invites  all  investors,  both  local  and 
international,  to  participate  in  it. 

DIG  will  provide  full  details  of  the  divestiture 
procedure  to  be  followed  in  any  particular 
case. 

ENQUIRIES 

For  more  information  on  the  divestiture 
programme,  please  contact: 

Executive  Secretary 

Divestiture  Implementation  Gommittee 
F35/5  Ring  Road  East,  North  Labone 
P.O.  Box  C102,  Cantonments 
Accra,  Ghana 


Tel: 


Fax: 
Telex: 


(233-21)772049 
(233-21)773119 
(233-21)760281 
(233-21)773126 
2516  DICGH 


E-mail:  dicgh@ncs.com.gh 
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At  the  start  of  the  country's  Economic 
Recovery  Program  (ERP)  in  1983,  the 
transport  sector  was  in  a  deplorable  state, 
with  only  1 5%  of  the  roads  in  good 
condition.  At  present,  road  works  are  in 
progress  to  meet  the  government's 
target  for  its  Vision  2020  agenda. 

"We  still  have  a  long  way  to  go,  as  our 
objective  is  to  bring  about  a  mix  of  70% 
good,  20%  fail  and  only  10%  in  poor 
condition,"  says  B.  L.  T.  Sakibu,  chief 
executive  of  the  Ghana  Highway  Authority 
(GHA),  the  agency  responsible  for  developing, 
maintaining  and  sourcing  funds  for  Ghana's 
trunk  road  network.  Ghana  has  about 
39,000  km  of  roads  of  varying  quality.  Of 
this  figure,  1 5,000  km  form  the  backbone  of 
the  network  directly  supen/ised  by  the 
Authonty.  In  the  13  years  leading  to  1996  it 
completed  40  major  road  and  bndge 
development  projects,  while  rehabilitating 
over  1 0,000  km  of  roads  and  drainage  works. 

Insufficient  funds  have  constrained  the 
government's  ambitious  plans  for  its  road 
network.  According  to  government 
estimates,  US$2.5  billion  is  needed  for  its 
road  development  program  through  2020, 
much  of  which  is  expected  to  come  from 
the  private  sector 

"We  believe  in  letting  the  roads  be 
competitive,  paying  their  true  cost  of 
use.  We  are  putting  the  regulatory 
framework  in  place  that  will  allow  pnvate 
sector  involvement  in  the  construction  of 
toll  roads,"  says  Minister  of  Roads  and 
Transport  Edward  Saiia. 

The  idea  is  for  private  investors  to 
construct  strategic  roads  under  license  on 
which  they  may  collect  tolls.  Upon  expiry  of 
their  grant  30  to  40  years  later,  the  roads 
will  revert  to  the  state.  South  African, 
British,  Malaysian  and  South  Korean  investors 
have  expressed  interest  in  the  scheme,  with 
the  latter  two  already  active  in  the  country. 
An  Amencan  investment  group  has 
submitted  a  proposal  for  the  construction 
of  a  major  road  to  the  commercial  city  of 


Kumasi,  the  capital  of  the  Ashanti  region. 

Concurrently  with  Ghana's  roads 
program,  facilities  at  the  seaports  of  Tema 
and  Takoradi  have  been  vastly  improved 
and  have  attained  high-efficiency  levels 
not  commonly  found  in  Africa.  The 
comprehensive  restructuring  plan  included 
port  infrastructure  rehabilitation,  the 
installation  of  new  cargo  handling  equipment 
and  staff  training  and  development. 

The  average  turnaround  time  at  Tema 
today  is  53.4  hours,  down  from  64.8  hours 


Kwame  Peprah,  Minister  of  Finance 

in  1990.  Even  more  startling  is  the  improve- 
ment at  Takoradi,  where  turnaround 
times  were  cut  by  more  than  half  to  40.1 
hours.  The  seaports  are  aiming  for  ever- 
greater  efficiency  levels,  which  will  enhance 
Ghana's  gateway  status  in  the  region.  A 
US$365  million  long-term  project, 
beginning  in  1998,  will  further  improve 
facilities  and  services  at  both  ports. 

Current  throughput  of  7  million  metric 
tons  IS  less  than  half  of  the  ports'  capacities. 
There  is  plenty  of  room  for  the  expected 
upswing  in  cargo  movement  to  be  generated 
by  the  recently  created  Export  Processing 
Zones  (EPZ). 

Flying  High 

Ghana  is  sehous  about  liberalizing  its  skies 
and  welcoming  more  cargo  and  passenger 


planes  at  its  underutilized  Kotoka  Inter- 
national Airport  at  Accra.  Since  the  openi 
of  its  dedicated  freight  terminal,  the  airpc 
has  been  experiencing  a  steady  increase  ii 
traffic  volume,  becoming  a  favored  rest  sti 
for  a  growing  number  of  airlines  transitin 
through  Lagos,  Nigeria.  In  international 
aviation  circles,  Kotoka  is  considered  a  sal 
and  efficiently  run  airport.  At  present,  it  is) 
one  of  only  three  in  sub-Saharan  Africa  fro 
which  flights  can  originate  and  terminatel 
the  U.S.,  underscoring  the  accomplishmer 
of  the  Ghana  Civil  Aviation  Authority. 
Obtaining  this  concession  was  possible  w; 
advice  from  the  AMR  consultancy,  a 
subsidiary  of  American  Airlines. 

Ghana  Airways'  new  management  is 
revitalizing  the  airline's  strategy  and 
operations  with  its  pnmary  guideline  bein 
the  support  of  Vision  2020  -  helping 
Ghana  become  a  gateway  to  Africa.  It  sees 
Its  U.S.  routes,  with  the  access  they  offer 
the  large  and  affluent  African  Amencan 
population,  to  be  of  particular  importance 
Ghana  Airways  currently  flies  four  times  a 
week  to  New  York.  Restricted  by  its  small 
fleet,  Ghana  Airways  will  succeed  through, 
exceptional  and  careful  management,  by 
growing  its  local  routes,  consolidating  lorni 
haul  operations  and,  perhaps  most 
importantly,  developing  regional  and 
international  alliances.  Crucial  to 
modernization  will  be  funds  realized  fromi 
privatization.  Mr  E.  L.  Quartey,  managing 
director  of  Ghana  Airways,  says: 
"Privatization  will  bring  a  badly  needed 
capital  injection,  which  could  help  with 
fleet  expansion.  Left  to  our  own  resources 
this  would  be  difficult  to  achieve  in  the 
appropnate  penod  of  time." 

Minister  Salia  says  his  ministry  is 
committed  to  private  sector  involvement  i 
the  industry.  "We  have  demonstrated  this 
in  civil  aviation,  where  we  have  a  cargo 
village  managed  by  a  pnvate  company.  W' 
are  also  disposed  to  sell  shares  of  Ghana 
Airways  to  a  strategic  investor." 
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Ghana  National  Petroleum  Corporation, 

LOOKING  AHEAD  TO  REFINANCING  IN  THE  CAPITAL  MARKETS 


T'  U.S  Exim  Bank  is  providing  approximately  US$300  million  through  Standard  Chartered  Bank  (U.S)  as  guaranteed  lender  (funded  by 
F  -CO)  to  finance  the  development  of  the  Tano  oil  and  gas  fields  offshore  western  Ghana.  GNPC  is  considering  a  securitization  of  this  facil- 
i\  The  U.S  Maritime  Administration  (MARAD)  is  also  providing  a  Title  XI  guarantee  for  US$65  million  worth  of  bonds  (to  be  placed  by  Lazard 
Fres)  to  finance  a  135-  megawatt  barge  mounted  natural  gas  -fired  power  plant  being  constructed  by  Westinghouse  Electric  Corporation 
iti  US  shipyard. 

-  .=ther  with  financing  from  the  Japan  Overseas  Economic  Co-operation  Fund  (OECF)  to  the  tune  of  over  Twelve  Billion  Yen  (about  US$1 1 0 
I.  GNPC  will  be  able  to  utilize  natural  gas  from  the  Tano  fields  to  establish  about  250  megawatts  of  simple  cycle  power  generation 
i  jacity.  The  planned  addition  of  combined  cycle  capacity  will  increase  this  to  almost  400  megawatts.  Over  300  kilometres  of  transmission 
I  !S  to  connect  to  the  existing  national  grid  and  to  provide  direct  power  supplies  to  a  number  of  gold  mining  companies  in  the  western  part 
( ;ne  country  are  also  being  constructed  with  these  funds. 


GNPCAVESTERN  POWER  COMPANY 


REHNANCING  STRUCTURE 


Bond  Issue. 

Approximately  US  $  400  million 
(o  refinance  US  Eximbank  and 
Maritime  Administration  financing 


GNPC 


Gas  Supply 


Western  Power 


Oil  Sale  (International  oil  trader) 


GNPC 


Strategic  Investor 


Public  Shareholders 


Equity  Interest 


PPA 


Commodity  swaps 


Industrial 
Consumer  Companies 


,  Gold  Companie.s 


Examples: 

•  Ashanti  Goldfields  Company 

•  Teberebie  Goldfields 

•  Tarkwa  Goldfields 

•  Gencor  (Bogosu  etc.) 

•  Amansie  Resources 

•  Aboso  Goldfields 

•  Anglo  American 


Bauxite  refinery 


VALCO  Aluminium  Smelter 


GNPC  anticipates  that  a  bond  issue  to  take  out  the  Ghana  Government  guar- 
antees backing  the  U.S  Eximbank  and  Marad  facilities  and  to  lengthen  the 
term  of  the  debt  will  be  undertaken  in  the  near  future.  Receivables  from  both 
oil  and  gas  sales  and  the  electricity  sales,  as  well  as  the  value  of  the  offshore 
platforms  and  pipelines  and  power  generation  and  transmission  assets,  will 
underpin  the  bond. 

Currently,  GNPC  is  negotiating  with  potential  investors  seeking  a  strategic 
stake  in  Westem  Power,  the  subsidiary  created  by  GNPC  to  hold  its  power 
generation  and  transmission  assets.  GNPC  also  plans  an  IPO  in  Western 
Power  by  early  1999. 
Chase  Investment  Bank  and  Strategic  African  Securities  are  advisors  to  GNPC. 

GNPC's  Discoverer  511,  used  for  drilling  an  extended  well  test  in  the  South 
Tano  field,  is  now  undertaking  a  turnkey  project  for  the  Mexican  National  Oil 
Company  Pemex,  under  a  charter  arrangement  with  a  U.S.  Company 
Transocean  Offshore  Inc.  A  US$8.5  million  transaction  in  which  Lazard  Freres 
(New  York)  purchased  receivables  from  the  charter  and  effected  private  place- 
ment with  an  investor,  Canada  Life,  marked  GNPC  entry  into  capital  market. 


Ghana  National  Petroleum  Corporation 

Private  Mail  Bag,  Tema,  Ghana 

Tel:  (233-21)  232056  (233-22)  206020/204654 

Telex:  2188,  2703,  2704 

Fax:  (233-21)  232039  (233-22)  206088 

Email:  gnpc@ncs.com.gh. 

web:  http://www.gnpc.com.gh 


GNPC 
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TEMA  OIL  REFINERY  (TOR)  LIMITED 

P.  O.  Box  599  TEMA  GHANA 

Tel:  233-22-30  28  81/30  28  82/30  28  83 

Fax:  233-22-30  28  84/233-21-66  48  54 

Telex:  2011,    Cable:  TOR,  Tema 


BUSUA  BEACH  RESORT,  A  DREAM  DESTINATION.  ONE  OF  THE  U^TEST  SSNIT  INVESTMENT  IN  TOURISM 
WHERE  YOU  CAN  HAVE  A  DELIGHTFUL  AND  PLEASANT  HOLIDAY  IN  GHANA 


Social  Security  and  National  Insurance  Trust 


THE  INSTITUTION 

We  are  a  statutory  public  Trust  established 
to  provide  social  security  for  the  v^rorking 
population  of  Ghana.  Today,  we  are  the  biggest 
non-financial  institution  in  the  country. 
Our  business  is  to  administer  a  National  Pension 
Scheme  covering  the  contingencies  of  old  age, 
invalidity    and    death. 


OUR  INVESTMENTS 

We  invest  our  surplus  funds  to  ensure  the  mainte- 
nance of  value  and  the  sustenance  of  the  Scheme. 
We  welcome  joint  ventureship  in  the 
following  areas:  Hotel.Toll-road, industry 
and  Agricultural  projects. 


WHEN  SEEKING  PARTNERSHIP  FOR  JOINT-VENTURES  IN  GHANA, 
WE  ARE  THE  ORGANISATION  TO  TALK  TO. 

Contact  us  In  Accra 

Pension  House  P.O.  Box  M,  149  Accra,  Ghana  Telephone:  233-21  667742 

Telex:  2564  SSNIT  GH  Fax:  233-21  662226 


Made  in  Ghana  I 

Ghana's  Free  Zones  policy  is  the  mainspriJ 
driving  the  government's  medium-term  I 
goals  under  the  Vision  2020  project.  I 
Established  in  1995,  the  Ghana  Free  ZonJ 
Board  serves  as  a  "one-stop  approval  I 
service"  to  investors  wishing  to  establish  I 
a  free  zone  project.  I 

The  Free  Zones  policy  aims  to  promote! 
the  processing  and  manufacturing  of  goci 
as  well  as  the  development  of  commercial 
and  service  activities  at  seaports  and  airpoti 
Private  sector  driven,  the  free  zones  will  I 
produce  "Made  in  Ghana"  goods  primarJ 
for  export,  with  only  about  30%  of  their  I 
output  permitted  to  reach  the  local  markfl 
Attractive  incentives  are  available  to  I 

investors  interested  in  operating  in  the  frfl 
zone  enclaves.  One  of  three  current  factoj 
zones  in  operation  is  the  American  Pione«i 
Food  Cannery  Company  (Heinz  group),  a  I 
tuna  processing  firm.  I 

This  demonstrates  the  government's  I 
commitment  to  a  market-driven  economy,] 
and  has  attracted  U.S.  government  supporl 
USAID  has  implemented  its  biggest  Trade  J 
and  Investment  Program  in  sub-Saharan  1 
Afnca,  which  has  been  instrumental  in  1 
helping  Ghana  move  to  open  markets.  Trai 
and  Industry  Minister  Dr.  J.  Abu  believes  thi 
U.S.  corporations,  with  their  government's! 
official  support,  should  feel  encouraged  I 
to  follow  other  American  firms  who  have  I 
entered  the  Ghanaian  economy  These  I 
include  Kaiser  Aluminum  Company,  Mobill 
Ghana  Ltd.,  Heinz  and  Pfizer  Internationale 

Mining  and  Energy  I 

Mining  is  booming  in  Ghana,  once  calledJ 
the  Gold  Coast,  and  is  easily  one  of  the 
fastest-growing  sectors  of  the  economy. 
There  is  a  great  flurry  of  activity  at  presen 
especially  at  the  gold  mines,  which  have 
seen  rapid  expansion  in  production  capac 
over  recent  years.  New  investments  are  al 
springing  up,  made  possible  through  the 
Mines  and  Minerals  Law  enacted  by  the 
government  in  1986,  which  provided  all  t 
incentives  the  sector  had  been  looking  fo 
in  one  stroke. 

According  to  Mr.  Sam  Jonah,  CEO  of 
Ashanti  Goldfields  Company  (AGC),  the  e 
"reduced  the  incidence  of  taxes,  regulate 
the  payment  of  dividends  based  on  profit 
and  provided  an  assured  access  to  adeque 
foreign  exchange."  Other  reforms  and 
documentation  of  Ghana's  mineral 
resources  have  led  to  an  upswing  in  minir 
activities,  and  gold  is  now  the  leading 
foreign  exchange  earner  for  the  country. , 
Minerals  Commission  has  been  set  up  to 
serve  as  a  one-stop  service  for  investors. 

An  industry  leader  accounting  for  over 
two-thirds  of  total  country  output,  AGC 
was  the  first  African  operating  company  1 
be  listed  on  the  New  York  Stock  Exchangi 
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igj  flying  on  the  day  of  AGC's  listing  on  NYSE. 

d,  with  an  active  presence  at  35  sites  in 
African  countries,  it  became  Ghana's 
r.t  multinational. 

[Despite  Its  international  profile,  AGC  is 
niting  itself  to  Africa  for  reasons  Jonah 
plains:  "We  have  said  that  we  will  stay  in 
rica  and  remain  a  gold  mining  company, 
jr  presence  here  has  withstood  the 
untry's  great  economic,  political  and 
cial  changes.  We  believe  we  have  learned 
iportant  lessons  in  the  process  that  will 
!lp  us  handle  similar  situations  elsewhere 
Africa." 

With  a  market  capitalization  of  close  to 
;$1  5  billion,  Ashanti  has  33%  of  its  stock 
vned  by  American  investment  funds. 
lOugh  asserting  that  this  level  of  American 
vnership  has  not  changed  the  company 
uch,  Mr  Jonah  admits  that  it  makes  the 
)mpany  more  aware  of  its  need  to 
;rform  well  -  the  expectations  of  the  U.S. 
arket  are  high. 

The  government,  through  the  new 
linister  for  Mines  and  Energy,  Mr  F. 
hene-Kena,  is  very  committed  to 
tracting  investment.  The  government  is 
;sembling  detailed  geophysical  data  to 
isist  interested  investors  in  identifying 
atential  areas  of  interest.  Teberebie 
oldmines  is  another  American  investment 
the  gold  mining  sector  that  has  not 
igretted  its  investment  in  Ghana. 

owering  the  Economy 

ie  most  obvious  indicator  of  Ghana's 
iriving  economy  is  the  exponential  growth 
I  energy  requirements,  for  which  the 
xpansion  in  mining  activities  is  largely 
!sponsible.  Plans  are  well  advanced  to 
icrease  overall  generating  capacity  by 
Dnstructing  two  new  facilities  -  a 
ydroelectric  generator  by  the  Volta  River 
authority  (VRA)  and  a  barge-mounted  plant 
y  the  Ghana  National  Petroleum 
Corporation  (GNPC).  The  latter  will  be  fueled 
y  natural  gas  resen/es  at  Tano  Basin  and 
earby  Saltpond,  and  from  Nigeria's 
ubstantial  resources  upon  completion  of  the 
jgional  gas  pipeline  across  Benin  and  Togo. 


The  Volta  river  has  been  material  to 
Ghanaian  energy  planning  since  the 
formation  of  the  country.  With  its  great 
energy  potential,  the  river  has  supported 
the  industnalization  of  Ghana  and 
enhanced  its  citizens'  quality  of  life.  These 
remain  the  objectives  of  the  VRA  today. 
Mr  E.  Kalitsi,  executive  director  of  the 
VRA,  believes  that  electricity  is  only  one 
resource  the  river  provides  to  Ghana.  He 
says:  "The  Volta  Lake  is  like  a  sea  in  the 
middle  of  the  country.  It  covers  nearly  4% 
of  the  country's  surface.  While  electrical 


generation  and  distribution  will  help  in 
industrial  development,  the  Volta  also  has 
great  potential  for  the  transportation  of 
goods  and  commodities.  There  is  a  Volta 
Lake  transport  development  program  under 
way  where  we  are  building  ports  and 
draining  stages." 

Ghana's  US$1  billion  commitment  to 
energy  development  demonstrates  a  clear 
understanding  of  the  vital  link  between 
energy  availability  and  achieving  economic 
objectives.  GNPC  is  therefore  committed  to 
the  government's  gateway  policy  under  the 


For  the  last  four  decodes.  The  Bonk  of 
Ghana  has  successfully  managed  the 
national  monetary  system,  leading 
Ghana  from  independence  to 
prominence  among  neighbouring 
African  states. 

As  on  instrument  of  government  policy 
and  the  institution  responsible  for  the 
issue  and  redemption  of  currency,  the 


central  bank  is  a  respected  role  model 
throughout  Africa. 

A  network  of  correspondent  banks  world 
wide  and  a  commitment  to  providing 
the  best  advice  and  service  to 
government  and  the  populace,  ensure 
that  The  Bank  of  Ghana  will  lead  Ghana's 
financial  sector,  and  Africa,  into  the  21  st 
century 


40  years  in  banking. ..and  still  goina  strong. 

For  more  information,  please  contact: 

Mr  Alex  Bernaskojhe  Secretary  Bank  of  Ghana.  Tel:  (233  21)  66  23  95 


DRIVE  WITH  US  TO 
SUCCESS 


(HICHWAYS) 

Head  Office,  Kinbu  Road.  R  O.  Box  1641 

Tel:  233-21-66.39.23 

Fax:  233-21-66.51.71/  66.46.27 


GHANA  HIGHWAY  AUTHORITY 


,.e  9I2MW  Akosombo  Generating  Station*-  One  of  Cihaiia's  two  hydro  plants 


VOLTA  RIVER  AUTHORITY 


Ghana's  premier  supplier  of  economical  and  reliable  power 


Since  1965,  we  have  supplied  high-quality 

and  dependable  electrical  power,  at  the 

lowest  cost  possible,  to  an  ever-growing 

and  complex  market. 

For  further  details  contact: 

The  Chief  Executive,  Volta  River  Authority, 

P.O.  Box  IV177.  Accra.  Ghana 

IDD  no.  (233-21)  Tel:  664941/221124 

Fax:  662610  Telex:  2022  Volta  GH 

Email:  vrami$@nc.s.com.gh. 
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country's  Vision  2020  program.  Chief 
Executive  Tsatsu  Tsikata  says,  "Africa's 
current  lead  in  world  gold  production  will 
not  be  sustained  without  securing  a  long- 
term  energy  supply  at  reasonable  cost. ' 
Assuring  investors  that  projects  can  be 
brought  to  a  successful  conclusion  often 
depends  on  how  energy  risks  are  handled 

Ghana  is  positioning  itself  to  play  an 
important  role  in  the  proposed  regional 
power  pool  with  GNPC  as  a  facilitator.  "Wei 
are  working  with  Chevron  in  relation  to  the  ! 
Nigenan  gas  pipeline,  as  we  believe  that  I 
natural  gas  is  the  energy  that  can  help  drivel 
Ghana's  Vision  2020,"  says  Mr  Tsikata. 

To  achieve  some  of  its  objectives,  GNPC 
offers  a  large  incentive  package  through  its 
Western  Power  subsidiary  to  investors  in 
power  generation  and  transmission.  The 
strategic  goal  is  to  provide  long-term, 
secure  power  to  gold  mining  companies  in 
a  manner  that  will  protect  their  viability, 
even  in  periods  of  falling  gold  prices. 

GNPC's  agreement  structure  departs 
from  the  norm.  "We  consider  return  on 
investment  as  the  basis  for  determining  the 
additional  entitlement  of  the  state,  rather 
than  production  levels.  This  is  a  better 
system  because,  ultimately,  return  on 
investment  is  the  key  for  future  investment 
decisions,"  says  Mr  Tsikata.  He  points  to  a 
system  in  place  helping  the  foreign  investor » 
clear  bureaucratic  delays  by  giving  the 
example  of  Hunt  Oil.  Hunt  was  able  to 
acquire  crucial  new  data  within  two  months 
of  signing  an  agreement,  and  before 
setting  up  an  office  in  Ghana. 

Ghana's  petroleum  needs  are  currently 
supplied  by  the  Tema  Oil  Refinery  (TOR). 
Demand  has  grown  for  refined  petroleum 
products  such  that  TOR,  with  a  capacity  of 
1 .25  million  tons,  is  incapable  of  meeting 
the  country's  needs  at  full  capacity 

The  refinery  is  currently  undergoing  a 
US$65  million  expansion  program  financed 
by  South  Korean  investors  to  increase 
capacity  to  2  million  tons  per  annum. 
The  second  long-term  stage  will  allow  TOR 
to  convert  its  residual  fuel  into  gasoline, 
LPG,  kerosene  and  gas  oil.  At  present, 
the  residual  fuel  is  sold  off  virtually  at 
bargain  prices. 

TOR'S  Chief  Executive,  Mr  William  Parker, 
is  looking  forward  to  a  greater  role  for  the 
refinery  in  the  region.  A  British  firm  has 
recently  approached  TOR  with  the  intent  of 
building  a  refining  facility  in  the  Free  Port 
Zone.  "They  would  like  to  link  with  us  to 
produce  125,000  barrels  per  stream  daily 
With  this  capacity  we  could  become  an 
export  center,"  says  Mr.  Parker  "Ghana  is 
the  gateway;  it  sits  in  the  middle  of  the 
West  African  region  and  it  has  workers  of 
good  ability" 

At  present,  Ghana  is  selling  LPG  to  such 

\ 


Golden  Tree  brand  chocolates  through  the 
use  of  high-grade  cocoa  beans.  The 
government  is  seeking  foreign  participation 
in  the  company  to  access  better  technology 
and  skills  in  manufactunng  and  marketing, 
and  to  expand  the  Tema  factory's 
operations.  The  company  currently  exports 
Its  products  to  Europe  and  the  U.S.,  with 
Amenca  ranking  among  Ghana's  biggest 
buyers  of  cocoa  beans. 

Ghana's  cocoa  is  of  premium  quality, 
and  Cocobod's  grading  mechanism  has 
done  much  to  ensure  that  it  remains  so. 
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"If  you  tender  cocoa  of  a  quality  less  than 
what  we  call  grade  one  or  grade  two,  we 
will  not  accept  it,"  Mr,  Newman  says. 
"It  IS  like  a  joint  project  with  the  farmer, 
because  he  knows  that  if  he  gives  good 
quality  to  Cocobod,  it  will  be  bought 
and  paid  for  readily.  If  he  doesn't,  it  will  be 
flatly  rejected." 

Competitive  Telecommunications 

The  new  Minister  of  Communications, 
Mr  E.  Spio-Garbrah,  former  Ghanaian 
ambassador  in  Washington,  D.C.,  brought  a 


Ghana's  National  Theater  at  Accra 


|hbors  as  Benin,  Togo,  Burkina  Faso  and 
I.  Mr.  Parker  believes  such  sales  prove 
government's  much  talked-about 
?way  vision  is  not  just  a  fantasy.  "It  is  a 
istic  vision,  but  it  needs  enthusiasm  and 
imitment.  I  see  our  refinery  as  a  center 
training  technical  people,  producing 
anas  energy  requirements  at  the 
St  competitive  prices  and,  if  properly 
eloped,  helping  meet  the  region's  present 
I  future  needs." 

coa  Industry 

:oa  remains  Ghana's  golden  pod. 
ditionally  the  country's  leading  foreign 
thange  earner,  cocoa  continues  to  play  a 
nificant  role  in  the  economy  Ghana's 
:oa  production  stood  at  500,000  tons  in 
65  By  1983,  it  had  dropped  to  as  low  as 
0,000  tons. 

Cocoa  production  started  to  pick  up 
ain  with  development  of  the  agricultural 
nor  at  the  end  of  the  1980s  A  new 
leme  made  better  farming  techniques 
aiiable  to  cocoa  farmers  and  at  the  same 
ie  the  Ghana  Cocoa  Board  (Cocobod) 
is  streamlined.  These  measures,  plus 
tter  transport  of  cocoa,  have  boosted 
?sent  and  annual  production  to  well  over 
0,000  tons.  As  a  further  measure  to  step 

production,  the  government  has 
regulated  the  industry  to  allow  for 
?ater  private  sector  involvement, 
ncentrating  on  providing  secure  markets 
r  farmers  through  an  aggressive 
arketing  program. 

The  government's  policy  is  to  reduce  the 
port  of  raw  cocoa  beans  and  increase 
imestic  downstream  processing  Cocobod's 
lief  Executive,  Mr.  John  Newman,  says, 
)ur  policy  IS  to  add  value  and  increase 
lana's  processing  of  cocoa  beans.  At  the 
oment,  we  are  processing  about  20%  of 
e  crop,  with  a  target  of  35%.  We  intend 

manufacture  more  chocolate  products, 
id  may  enter  the  confectionery  business 
ith  our  cocoa  base." 

The  cocoa  processing  factory  at  Tema  has 
irned  international  accolades  for  its 


AS  H  ANTI 

GOLDFIELDS 

COMPANY       LIMITED 


Nature  endowed  us  with  gold 

Our  forebears  bequeathed  us         . 
wrth  a  rich  culture  based  on  it.  \ 

We  have  created  a  Pan-African  Gold    ; 
company  from  our  continent's  natural 
and  human  resources.  / 

Gold  mining  in  Africa  is  our  business  \ 
and  our  commitment  is  to  all  our 
stal<eholders,  the  host  Governments,  ou  ^ 
shareholders,  our  employees  and  equally' 
importantly,  the  communities  in  which  we 
operate.  ■„ 

We  are  Ashanti.  ^ 


i'Ub  (Genuine  African  Prg 

GOLD  HOUSE:  PATRICE  LUMUMBA  ROAD,  ROMAN  RIDGE.  P.O.  BOX  2665  ACCRA  GHANA 

TELEPHONE:  233  (21)  772190  772235  761311  778160  778166  778167 

(SATELUTE)  874  1562524  FAX:  233  (21)  775947  (SATELLITE  FAX):  874  1562525  TELEX:  20362 
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breath  of  fresh  air  to  its  sector  "I  believe 
what  will  decide  whether  investors  will 
come  to  the  country  or  not  is  the 
telecommunications  infrastructure,"  he  says. 
At  the  same  time,  he  wants  to  introduce  all 
the  new  information  technologies  into 
Ghana's  society 

Only  a  few  years  ago,  Ghana  Telecom 
(GT)  had  a  monopolistic  stranglehold  on 
the  telecommunications  business.  All  that 
changed  when  the  government  opened 
the  sector  to  private  capital  participation. 
It  wanted  to  ensure  the  provision  of 
efficient,  first-rate  services  comparable  to 
international  standards.  Among  the  first 
operators  on  the  scene  were  Millicom  Ltd., 
an  Amencan  cell  phone  provider,  and  a 
Malaysian  group,  G-Com,  which  acquired 
a  30%  strategic  share  in  GT.  With  an 
estimated  population  of  17  million  and  a 
subscriber  ratio  of  0.4%,  Ghana  possesses 
a  tremendous  grov^h  potential  in 
telecommunications. 

A  current  objective,  says  GT  Managing 
Director  Adnan  Rofiee,  is  to  grow  from  the 
77,000  subscribers  today  to  500,000  in 
the  next  five  years,  a  huge  leap  in  service  and 
capacity  GT's  plan  includes  the  digitalization 
of  its  infrastructure,  upgrading  facilities 
and  providing  new  services  similar  to  those 
available  in  developed  countnes. 


Exports  1996 

Manufactured     ^^^ 
products  23%^^^H 

^^  life- 

m 

Minerals  and  ^^^H^^^^Other  raw 
other  precious                                materials  52% 
metals  25% 

The  fact  that  new  phone  companies 
are  entering  the  market  is  welcome  news 
to  Mr.  Rofiee.  "Competition  is  good 
for  business,  and  we  have  come  into  a 
situation  where  competitors  surround  us. 
This  will  make  the  company  and  its 
employees  focus  quickly  on  customer  needs 
and  service,"  he  says. 

Benefits  of  the  Lottery 

A  valuable  source  of  income  that  aids  the 
state  in  financing  the  projects  for  Vision 
2020  is  the  Department  of  National 
Lotteries  (DNL),  which  has  substantially 
supported  national  development  through 
contributions  to  the  government's 
consolidated  fund  over  the  past  four 
decades.  DNL  averaged  300  million  cedis 


(around  LIS$1 36,000)  weekly  until  the 
mechanization  of  its  operations  in  the 
mid-1990s.  Revenues  then  soared  to  ov 
900  million  cedis  (around  US$410,000), 
and  are  set  to  grow  further  with  the 
introduction  of  new  games  and  the 
ongoing  computerization  of  operations 

Management  Lottery  of  Malaysia  is  ac 
as  consultant  to  DNL  in  its  modernization 
The  ultimate  objective  for  DNL's  Managii 
Director,  Col.  Martin  Gbikpi,  is  to  have  a 
DNL  operations  on-line.  "This  would  ma 
the  games  more  transparent  and  limit  ri: 
he  says.  "We  are  determined  to  be  effei 
and  efficient  so  DNL  can  continue  to  sup| 
the  government's  development  projects." 

Perhaps  the  major  constraint  to  DNL's 
ambitions  for  the  future  is  its  continued 
operation  under  civil  service  regulations. 
Col.  Gbikpi  is  pressing  for  DNL's  autonorr 
to  make  for  a  more  effective  administrate: 
while  providing  better  incentives  and 
opportunities  for  its  staff. 

Tourism  Blooms 

With  receipts  totaling  over  US$240  millji 
from  about  300,000  tourist  arrivals,  the 
sector  grew  by  12.5%  in  1996,  accordin 
to  World  Tounsm  Organization  figures  fd 
West  Africa.  This  makes  Ghana,  which  a 
had  tourism  receipts  growing  by  24.4%, 


M 


IDIISCCYIEIC 

WHY  ITS  CKIEAVir  IN  SIHaVNaV 


WHAT  ABOUT  f NVESTf JVG  IN  A  COUMTRY  THAT  IS  EXPfCrWG 
I  HUlllON  VISITORS  BY  THE  YEAR  2010,  OFFERING  HISTORIC 
PAST,  NATURAL  BEAUH,  WHO  BEACHES,  WIIDUFE  PARKS, 
BUSJUNG  HUUIKETS,  VIBRANT  TOWNS  AND  VILLAGES  ? 

For  further  information  please  contact  : 


The  Ministry  of  Tourism 
Accra  Ghana 

Tel :  (233-21)  -  666  426,  666  314 
Fax  :  (233-21)  -  666  182,  233  616 


Ghana  Tourist  Board 

Accra  Ghana 

Tel:  (233-21)  -222  153 

Fax:  (233  -  21)  -  231  779 


travel  services,  not  only  in  Accra,  but  also 
in  the  other  nine  regions  of  Ghana  as  well. 

Ghana  has  a  strong  vision  of  its 
future  as  a  gateway  into  the  African 
continent  and  knows  how  to  achieve 
this  goal.  Offering  a  secure  and  stable 
society,  an  international  language, 
fanniliar  cultural  and  political 
traditions,  a  democratic  foundation, 
very  friendly  people  with  a  strong 
work  ethic  and  a  common  legal 
framework  . . .  Ghana  is  fast  becoming 


ADVERTISEMENT  11 


a  modern  country  with  a  developing 
economy  and  attractive  opportunities 
for  foreign  investors. 

Produced  by  Adll  Jilla,  MEIAC 

Marketed  by  World  Investment  News 
Associate  Producers  S.  Lens,  N.  Briat 
and  H.  Benson 

For  further  information  on  Ghana, 
visit  the  following  Web  sites: 
www.winne.com  or  •www.forbes.com 


I  plays  an  important  part  in  the  everyday 
lives  of  Ghanaian  people. 

astest-growing  tourist  destination  in 
subregion. 

onservative  estimates  project  tourist 
^als  growing  to  400,000  by  the  end  of 
decade  and  to  one  million  by  the  year 
0.  Facilities  in  the  industry  will  have  to 
and  rapidly  to  cope  with  the  projected 
/vth.  Although  private  tourism 
jstment  has  grown  substantially  in 
nt  years,  there  remains  a  great  need  for 
re  investment  in  the  industry.  Deputy 
ister  of  Tourism  Mr  0.  Amofa  says: 
en  though  we  have  a  large 
icentration  of  hotels  in  Accra,  we  still 
?d  to  encourage  the  building  of  more  in 
Sheraton,  five-star  class." 
ihana  has  many  outstanding  tourist 
factions,  such  as  the  only  forest  canopy 
Ikway  in  Africa  in  the  Kakum  National 
rk.  UNESCO  has  designated  three  of  the 
iest  and  most  important  castles  in  West 
rica  from  the  15th  and  16th  centunes  as 
arid  Heritage  Sites.  And,  of  course,  Ghana 
s  one  of  the  largest  man-made  lakes  in 
3  world  in  the  8,500  sq.  km  Volta  Lake. 
The  country's  excellent  showing  in 
jrism  development  has  come  through  a 
nsistent,  far-reaching  and  aggressive 
'ort  to  position  itself  as  an  ideal  tourist 
stination.  Ghana's  rich  culture  and  the 
irm  hospitality  of  its  people  are 
lowned  throughout  West  Afnca  and 
yond.  An  emphasis  on  cultural  heritage 
d  conference  tourism  has  now  been 
dened  to  include  leisure,  sports, 
:reation  and,  most  importantly,  the  new 
tegory  of  ecotourism. 
Under  Ghana's  1 5-year  master  tourism 
in  now  in  place,  development  zones  were 
?ated  to  guide  investment  activities  to  areas 
th  a  high  potential  for  growth.  The  plan  was 
signed  as  an  integrated  system  of  tourism 
?as,  gateways,  centers  and  stopovers  all 
ked  together  by  excursion  routes. 
Additional  investment,  especially  for 
lall-  to  medium-sized  investors,  is  worth 
nsidenng.  Opportunities  exist  in 
:reational  and  sports  facilities  (especially 
3ter  sports),  entertainment,  touring  and 


portunltles  In  the  Cocoa  Industry  - 

In  line  with  the  liberalization  policy  of  Ghana, 

exploration  and  investment  opportunities  In  the 

Cocoa  Industry  are  offered. 

1.  On-farm  production  of  i^ood  quality  cocoa; 

2.  The  acquisition  of  a  buyer's  licence  to  trade  In  cocoa  (internally); 

3.  The  processing  of  cocoa  into  semi-finished  and  downstream  products 
in  Ghana; 

4.  The  procurement  and  distribution  of  farming  inputs-chemicals  and 
agrochemlcals  Including  fertilizers  and  other  farming  implements; 

5.  The  procurement  and  distribution  of  marketing  inputs  such  as  jute 
bags,  tarpaulins,  weighing  scales,  etc. 

6.  The  provision  of  services:  transport,  telecommunications,  courier,etc. 

7.  Financing:  Crop  financial  services;  Capital  outlay/  asset  financing; 

8.  Consultancy  services  related  to  any  of  the  field  above.  Investments  in  these 
areas  will  be  governed  by  Ghana  Investment  Code,  which  provides  attractive 
concessions  and  incentives  for  local  and  foreign  Investors. 

Enquiries  may  be  directed  to: 


Tel 


The  Chief  Executive 
Ghana  Cocoa  Board 

p.  O.  Box  933,  Accra  Ghana 
:  (233  21)  221212/667416/233  027 
Fax:  (233  21)  667  104/665  076 
Telex:  2082,  2311 


The  Manager 
Cocoa  Marketing  Companv(UK)  Ltd. 

Unit  5,  Granard  Business  Centre 

Bunn's  Lane,  Mill  Hill 
London  NW7  2DQ.  Great  Britain 

Tel.:  (44  181)906  4877 

Fax:(44  181)906  4095 
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■  lll'JtIlg 
THE  FUMDS 

Martin  Whitman  will  be  a  tough  act  to  follow.  Will  his 
heir  apparent,  Curtis  Jensen,  be  up  to  the  challenge? 

The  masteir  and 
the  apprentice 


By  William  Green 

"Unlike  almost  all  other  mutual 
funds,  we  have  a  financial  approach 
that  makes  sense,"  boasts  Martin 
Whitman,  manager  of  the  $1.5  bil- 
lion Third  Avenue  Value  Fund.  He 
goes  on  to  dismiss  most  of  his  peers 
as  "amateurs."  If  you  talk  like  this, 
you  had  better  have  a  good  record, 
and  Whitman  does.  Since  Third 
Avenue's  inception  in  1990  it  has 
produced  a  compound 
annual  return  of  24%, 
outpacing  a  roaring  bull 
market  by  3.5%.  Even 
more  impressive,  it  has 
achieved  that  market- 
beating  result  with  40% 
less  risk  than  the  average 
domestic  equity  fund 
exposes  you  to. 

Before  you  rush  out 
and  buy  some  Third 
Avenue  shares,  however, 
consider  this:  Whitman  is 
72.  He's  as  healthy  as  a 
horse,  but  not  immortal. 
It's  a  familiar  problem. 
Sir  John  Templeton  took 
the  succession  issue  so 
seriously  that  he  kept  a 
list  of  his  possible 
replacements  in  a  safe- 
deposit  box — just  in  case 
something  happened  to 
him.  Nothing  ever  did, 
but  Templeton  wanted 
to  retire  and  evidently 
didn't  want  to  entrust 
the  business  to  anyone 
working  for  him.  At  80, 
he  sold  his  firm  to 
Franklin  Resources. 

People  like  Whitman 
are  not  easily  replaced. 


Peter  Lynch,  the  master  at  Fidelity's 
Magellan  Fund  from  1977  to  1990, 
worked  hard  to  groom  young  talent 
at  that  huge  organization,  but  there 
has  not  yet  been  a  fund  manager  at 
Fidelity  who  could  do  even  a  plausi- 
ble imitation  of  his  portfolio  style. 
Mario  Gabelli?  One  of  his  acolytes, 
Elizabeth  Bramwell,  might  have  been 
worthy  of  taking  over  from   him 


Fund  manager  Martin  Whitman  and  his  disciple  Curtis  Jensen 
Whitman,  a  hard  man  to  impress,  calls  Jensen  a  "superstar. 


someday,  but  he  fought  with  her  ani 
she  quit.  To  say  that  an  investmerj 
genius  is  a  hard  act  to  follow  is  a] 
understatement. 

Considering  the  odds,  shareholdl 
ers  in  Max  Heine's  eminent  Mutuij 
Series  funds  were  lucky.  In  197 
Heine  hired  a  young  assistant  fresJ 
out  of  the  University  of  Oklahomaf 
Michael  Price  worked  in  Heine'!' 
shadow  for  13  years.  When  Heinj 
died   in   a   traffic    accident,    Pricij 
stepped  into  his  shoes,  followinji 
Heine's  precepts  about  value  invest 
ing   very    closely    and    continuinpl 
Heine's  remarkable  record  of  market 
beating,  low-risk  returns. 

Whitman,  a  gregarious  and  ener 
getic  man  who  roams  his  Manhattai 
office  in  shorts  and  tennis  shoes 
insists  that  he  has  no  intention  o 
retiring.  But  neither  did  Price': 
mentor.  Max  Heine.  Diseases  strike 
Mysterious  genes  control  lift 
expectancy. 

Does   Martin   Whitman   have 
Michael  Price  in  the  wings!. 
His  likely  successor  is  one 
Curtis  Jensen. 

Jensen,  35,  is  a  mild-man 
nered,  6-foot-5  Californian 
who  exudes  a  quiet  self-confi 
dence.  He  spent  five  years  i 
corporate  finance  at  Manufac-i 
turers  Hanover  Bank,  then 
headed  a  modestly  successfiil 
startup  that  manufactured: 
frozen  desserts.  Two  years 
ago  he  was  Whitman's  best 
student  at  Yale's  business 
school.  Whitman,  who  has 
taught  finance  there  since 
1972,  hired  Jensen  on  the 
strength  of  a  paper  that  he 
had  written  analyzing  Chase 
Manliattan.  (Whitman  should 
have  bought  the  stock. 
Michael  Price  did,  and  made 
a  ton  of  money  on  it.)  Whit- 
man, not  an  easy  man  to 
impress,  refers  to  Jensen  as  a 
"superstar." 

A  longtime  investor  in  dis- 
tressed companies.  Whitman 
is,  to  put  it  mildly,  an  idiosyn- 
cratic role  model.  He  makes 
no  attempt  to  guess  what  the 
market  will  do.  He  ignores 
macroeconomic  data  like 
inflation  figures  and  unem- 
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Curtis  Jensen's  picks 


!^^^^ 


f  Jensen  likes  the  stock 


FSI  International 

Glenayre  Technologies 

Liberty  Financial 

NCR 

Nissan  Fire  &  Marine 

Summa  Four 


strong  management;  $60  million  in  net  cash 
overseas  growth  potential;  well  capitalized 
tradmg  at  30%  discount  to  net  asset  value 
trading  at  50%  of  revenues;  $1.2  billion  in  cashl 
hidden  value  in  huge  investment  portfolio 
promising  partnership  with  Dialogic;  $30  million  in  cash 


$18.88 

16.44 

50.75 

36.56 

4.20 

9.50 


$425 
991 
1,491 
3,743 
1,098 
54 


$975 

7.61 

36.60 

13.77 

2.23 

7.04 


These  stocks  require  patience.  Short- 
term  problems  have  made  them  cheap. 


ployment  numbers,  insisting  that  they 
ha\'e  "nothing  to  do  with  investing." 
.\nd  he  ridicules  Wall  Street's  obses- 
I  sion  with  forecasting  quarterly  earn- 
ings. Says  he,  "Most  people  who  pre- 
dict the  future  are  going  to  be  wrong 
most  of  the  time." 

Instead,  he  combs  through  public 

I   financial  documents  to  figure  out 

I   what  he  thinks  a  business  is  currendy 

I   worth.   He  focuses  on  companies 

whose  balance  sheets  have  remained 

strong  in  spite  of  setbacks  in  their 

business.  He's  a  strict  value  player, 

usually  paying  no  more  than  50%  of 

what  he  thinks  a  buyer  would  pay  to 

acquire  the  whole  firm. 

If  the  stock  is  cheap  and  the  com- 
pany well  financed,  \Vhitman  doesn't 
care  if  its  earnings  are  depressed. 
"There's  almost  nothing  we  go  into 
where  the  near-term  oudook  doesn't 
suck,"  he  says.  He  usually  holds  on  to 
his  stocks  for  years,  buying  more  if 
the  price  drops.  The  fund's  annual 
turnover  is  a  tiny  15%  (norm  for  the 
industry:  88%). 

Jensen  soon  proved  his  flair  for 
Whitmanesque  stock  picking.  Last 
year  he  drew  Whitman's  attention  to 
the  semiconductor  equipment  indus- 
try when  it  seemed  to  be  sinking  into 
a  multiyear  recession.  Jensen 
acknowledged  that  the  next  couple  of 
years  might  be  dire  but  said  that  the 
long-term  picture  would  be  spectac- 
ular, with  chips  likely  to  be  incorpo- 
rated into  everything  from  cars  to 
credit  cards.  It  was  a  smart  appUca- 
tion  of  the  Whitman  technique  to  a 
newer  industry.  Jensen  picked  nine 
companies — including  Electroglas, 


Applied  Materials  and  Electro  Scien- 
tific— that  seemed  strong  enough 
financially  to  survive  the  downturn. 
Most  were  selling  at  less  than  ten 
times  expected  1996  earnings,  and  all 
had  cash  in  excess  of  total  liabilities. 

Whitman  bet  $100  million  on 
Jensen's  nine  picks.  "It  was  very 
much  an  antimomentum  approach," 
says  Jensen.  "A  lot  of  people  were 
treating  these  things  as  if  they  were 
radioactive." 

The  bet  paid  off.  The  nine  stocks 
have  already  made  Third  Avenue  a 
profit  of  $90  million,  and  Whitman 
and  Jensen  see  no  reason  to  start  sell- 
ing. Jensen  remains  especially  keen 
on  FSI,  a  semiconductor  equipment 
supplier  that  is  trading  at  less  than 
twice  book  value.  The  company's 
earnings  lagged  during  a  capacity 
expansion.  But,  says  Jensen,  it  has 
$100  million  in  cash  against  $40  mil- 
lion in  long-term  debt.  And  he  likes 
the  management. 

Whitman  recently  decided  to  let 
Jensen  spread  his  wings.  In  April  he 
launched  the  Third  Avenue  Small- 
Cap  Value  Fund  and  named  Jensen  as 
his  comanager.  The  new  fijnd,  which 
focuses  on  stocks  with  market  capi- 
talizations averaging  $400  million, 
chalked  up  a  28%  return  in  its  first 
five  months  and  already  has  $75  mil- 
lion in  assets.  The  fiand  holds  only  19 
stocks,  versus  90  in  the  larger  hand. 
Whitman  wants  it  to  remain  concen- 
trated, dismissing  diversification  as  a 
poor  substitute  for  knowledge. 
Turnover.'  As  yet  they  haven't  sold  a 
single  share. 

Jensen,  who  feels  more  at  home  in 
technology  than  does  Whitman,  has 
loaded  the  new  fund  with  unloved 
but  well-capitalized  tech  stocks.  One 


of  them  is  Glenayre  Technologies 
(Forbes,  Oct.  21,  1996),  which  sells 
controllers  and  switches  to  paging- 
service  providers.  The  company 
reported  lousy  earnings  one  quarter, 
and  the  stock  was  cut  in  half  Jensen 
leaped  in:  Glenayre  had  $140  million 
in  cash,  little  debt  and  strong 
prospects  for  overseas  growth. 

"Having  run  a  very  small  company 
myself,"  says  Jensen,  "I  know  that 
things  don't  just  go  up  in  a  smooth, 
linear  fashion  from  quarter  to  quarter 
the  way  Wall  Street  would  like." 

The  new  fund's  largest  position, 
Nissan  Fire  &  Marine,  is  a  Japanese 
casualty  insurer  with  a  bleak  earnings 
outlook.  But  the  company  has  a  vast 
equity  portfolio  that  isn't  reflected  in 
the  stock  price.  The  firm's  1996 
annual  report  values  this  investment 
portfolio  at  its  cost  of  $1.8  billion. 
Jensen  figures  the  portfolio  is  worth 
three  or  four  times  that.  Taking  this 
into  account,  he  pegs  the  company's 
adjusted  book  value  at  $11.25  a 
share,  yet  the  stock  trades  at  $4.20. 

Another  big  holding  in  the  ftind  is 
Summa  Four,  which  sells  programma- 
ble switches  to  telecommunications 
companies.  Summa,  which  is  not  yet 
profitable,  has  a  market  value  of  about 
$50  million.  Says  Jensen:  "There's 
probably  $30  million  of  cash  on  the 
balance  sheet.  So  you're  paying  only 
$20  million  for  the  business,  which 
should  generate  about  $45  million  in 
revenues."  At  $9.50,  the  stock  is  not 
much  above  book  value. 

Predicting  the  fijture  is  a  risky  busi- 
ness, but  as  things  stand,  it  looks  as  if 
Marty  Whitman  has  solved  the  suc- 
cession problem.  With  the  fiinds  still 
small  enough  to  be  flexible,  there  are 
worse  places  to  put  your  money.    WM 
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The  European  Warrant  Fund  has  had  a  spectacular  return.  Genius? 
Well,  if  genius  could  be  defined  as  leverage  in  a  rising  market. 

Europe  on  steroids 


Us 


By  Thomas  Easton 


You  WANT  ACTION?  Check  out  the 
New  York  Stock  Exchange-listed 
European  Warrant  Fund,  a  closed- 
end  with  about  S200  million  in 
assets.  Over  the  past  three  years  it  has 
averaged  an  annual  return  of  36% — 
more  than  double  the  return  gener- 
ated by  the  average  European  stock 
fund  and  significandy  better  than  the 
27%  of  the  red-hot  Standard  & 
Poor's  500.  In  1993  the  net  asset 
value  of  the  fiind  more  than  doubled. 

Warrants — in  effect,  long-term  call 
or  (sometimes  in  Europe)  put 
options  on  a  stock — can  do  that  for 
you.  The  volatility'  will  be  even  more 
extreme  than  that  of  a  stock  portfolio 
bought  on  margin. 

View  the  fund  as  a  magnifying 
glass  for  the  European  market.  When 
things  are  good,  as  they  have  been 
recently,  they  are  even  better  for  the 
European  Warrant  Fund. 

When  things  aren't  good,  watch 
your  money  disappear.  Between  earlv 
February  1994  and  late  May  1995 
the  average  European  stock  fund 
gained  a  modest  2%,  while  the  Euro- 
pean Warrant  Fund's  portfoHo 
declined  in  value  by  34%.  It  took  a 
remarkable  performance  through  the 
end  of  1996  for  the  fiind  to  recover 
the  lost  ground. 

The  young  men  running  this  fund, 
who  work  for  Julius  Baer  Securities  in 
Zurich,  concede  that  leverage  plays  a 
bigger  role  than  astute  stock  selection 
in  their  results.  Comanager  Hansrue- 
di  Huber,  38,  says  that  an  extended 
flat  market  could  leave  the  fund  with 
a  10%  annual  shrinkage  in  its  asset 
value.  That's  because  a  large  chunk  of 
the  warrants  it  buys  would  expire 
worthless. 

"What  we  are  trying  to  do  in  bull 
markets  is  outperform  the  European 
market  by  a  wide  margin,"  says 
Huber.  And  in  a  bear  market-  "We 
will  always  be  more  risky  thai,  an 


Philipp  Burger  and  Hansruedi  Huber 
When  they're  good,  they're  very,  very 
good.  And  when  they're  bad. . . . 


equit)'  fund." 

Comanager  Philipp  Burger,  35, 
estimates  the  fiind  is  now  1 .9  times  as 
volatile  as  a  hypothetical  portfolio 
invested  in  the  common  stocks  rather 
than  the  warrants  of  its  target  com- 
panies. At  times,  he  says,  the  volatili- 
ty' has  been  even  higher. 

This  confession  puts  the  astonish- 
ing returns  of  the  warrant  fiind  in  a 
different  light.  If  the  volatility  is  twice 
normal,  the  return  darn  well  should 
be  at  least  twice  normal.  After  all,  if 


you  can  really  stomach  a  doubled-up 
risk,  you  don't  have  to  pay  Burger 
and  Huber  to  deliver  it.  You  could 
just  buy  any  old  basket  of  stocks  on 
full  margin.  In  a  bull  market  this 
strategy  will  roughly  double  your 
return.  (To  be  a  litde  more  precise,  it 
will  double  your  so-called  excess 
return,  that  being  defined  as  the 
amount  by  which  a  portfolio  beats 
riskless  Treasury  bills.) 

In  a  situation  like  this  the  return 
that  matters  is  not  raw  return  but 
what  statisticians  call  a  risk-adjusted 
return.  On  that  score  the  European 
Warrant  Fund  has  been  beating  the 
European  market,  but  not  by  much. 
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Here's  ho\\'  warrants  \\ork  in  a  bull 
narket:  A  year  ago  the  fund  acquired 
warrants  on  Xovartis,  the  world's 
^econd-largest  drug  company.  x\t  the 
time,  Xovartis  was  trading  at  1,500 
Swiss  firancs  a  share.  Its  warrants  cost 
300  francs  and  are  exercisable  up  to 
1999  at  1,400  francs  a  share.  Today, 
including  the  value  of  a  spinoff,  the 
shares  trade  at  2,400  francs,  a  60% 
increase.  The  warrants  trade  at  950,  a 
220%  increase. 

Huber  and  Burger  made  similar 
investments  in  Royal  Dutch/Shell, 
ING  Baring,  Hongkong  &  Shanghai 
Banking  Corp.  and  a  closed-end 
fund,  Baring  Emerging  Europe.  If 
they  can't  find  the  warrants  they 

mt,  they  iment  them.  Through  J. P. 
lorgan  the  fund  last  year  created  a 


deri^•ati^■e  that  acted  like  a  warrant  on 
a  basket  often  stocks,  all  companies 
in  the  midst  of  restructuring: 
Hoechst  (German  chemicals),  Metro 
(German  retailer),  Schering  (German 
drug  manufacturer),  Daimler-Benz, 
Alcatel  (French  telephone  equipment 
manufacterer),  Michelin,  Rhone- 
Poulenc  (French  chemicals),  agf 
(French  insurer),  Cable  &  Wireless 
and  Upjohn  &  Pharmacia.  The 
basket  went  up  in  value  by  50%,  the 
warrant  by  375%. 

The  story  doesn't  always  have  a 
happy  ending,  though.  Last  year  the 
managers  bought  warrants  on  Credit- 
anstalt-Bank\erein,  an  Austrian  bank, 
thinking  it  was  a  candidate  for  acqui- 
sition by  a  foreign  firm.  Instead,  it 
merged  with  another  Austrian  bank 


in  a  deal  that  didn't  budge  the  stock 
price.  The  warrants  expired  in  Febru- 
ary, worthless. 

Feeding  this  stallion  isn't  cheap. 
The  average  international  stock  flmd 
charges  1.5%  of  assets  for  manage- 
ment fees  and  overhead.  This  one 
costs  2%.  The  shares  trade  at 
$18.38,  a  20%  discount  to  their 
$20.98  net  asset  value.  But  don't 
expect  that  this  discount  will  disap- 
pear in  an  open-ending.  The  fund's 
heavT  position  in  illiquid  securities 
would  make  an  open-end  structure 
unworkable. 

Do  you  want  to  bet  big  on  a 
bull  market  in  Europe?  Give  this 
one  a  tumble.  But  if  you  are  not  in 
the  market  for  a  crap  game,  pass 
it  by.  ^ 


Expect  the  bull  market  to  roar  on?  Worried  about  it,  but  don't  want  to  get  out? 
Here  are  two  tailor-made  portfolios. 


Weatherproofing 


your 
portfolio 


By  Peter  Brimelow 
and  Mark  Hulbert 

Xhere  rant  been  a  couple  of  Dow 
downdrafts  since  the  last  time  we 
ran  our  "tornado"  lists.  These  com- 
prise stocks  that  are  "tornado- 
prone"  and  "tornado-proof" — 
designed,  respectively,  to  be  more 
and  less  volatile  than  the  market  in 
the  long  run  (Dec.  30,  1 996;  see  also 
Mar.  25,  1996;  July  3,  1995;  May  9, 
1994).  Since  the  previous  four  lists 
have  done  well,  we  proffer  a  fiftJh. 

The  tornado-prone  stocks  are 
chosen  on  the  basis  of  being  widely 
favored  by  those  mutual  fiinds  that 
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STATISTICAL  SPOTLIGHT 

are  favored  by  mutual  fund  switch 
letters.  These  stocks  have  Wall 
Street's  vote — but  they  could  be 
badly  hit  by  an  institutional  selling 
panic,  particularly  because  redemp- 
tions can  force  a  mutual  fund  man- 
agement's hand. 

To  construct  our  tornado-prone 
list,  we  combined  the  holdings  of  the 
32  mutual  funds  that  are  most 
favored  by  the  switch  letters  followed 

Our  tornado-prone  stocks 
triumphantly  rode  the 
storming  bull. 
Our  tornado-proof 
list  kept  up. 


Tornado-proof  stocks 


Onward  and  upward 


Russell  2000 


50% 
40 
30 
20 
10 
0 
-10 


12/16 


Company/business 

recent 

Pripp 

P/E 

Yield 

Market 
value 
($mil) 

Sales 

($mil) 

52-week 

high              low 

American  Pacific/specialty  chemicals 

$7.44 

$8.13 

$6.00 

NM 

0.0% 

$60.2 

$42 

Analysis  &  Technology/computer  services 

24,25 

24.75 

13,50 

17.3 

1.2 

56.3 

143 

RG  Bari7/footwear;  thermal  products 

13.63 

14.00 

9,50 

17.8 

0.0 

128.7 

142 

BGS  Systems/software 

29.75 

32.50 

20,88 

22.7 

4,0 

186.5 

50 

Concord  Camera/photography  equipment 

4.13 

4.25 

1,56 

NM 

0,0 

44.9 

63 

Corcom/communications  equipment 

9.63 

10.25 

6,25 

8.2 

0,0 

36.7 

35 

Craftmade  International/light  fixtures  &  fans 

12.38 

12.75 

5,88 

17.9 

0,6 

36.5 

39 

Crown  Books/book  stores 

9.25 

14.25 

8,00 

NM 

0.0 

48.9 

292 

Deb  Shops/apparel  stores 

5.38 

5.81 

3,50 

NM 

3.7 

69.0 

194 

First  Albany  Cos/securities  brokerage 

13.13 

16.38 

8,16 

30.5 

1.5 

67.9 

170 

Katy  Industries/industrial  &  consumer  prods 

17.69 

17.88 

10,63 

12.1 

1,7 

146.1 

252 

LabOne/medical  testing  laboratories 

17.50 

20.00 

14.25 

47.4 

4,1 

229,5 

69 

Mlcrodyne/networking  products;  electronics 

5.94 

10.25 

3.69 

NM 

0,0 

76,6 

43 

Micronics  Computers/computer  motherboards 

2.44 

3.88 

1,56 

NM 

0,0 

34,3 

123 

Natural  Wonders/specialty  stores 

5.50 

6.88 

3,75 

14,5 

0,0 

43.9 

140 

Norex  Industries/oil  &  gas;  maritime 

17.81 

18.50 

6,50 

21,2 

0,0 

347.8 

NA 

PVF  Capital/savings  &  loan 

20.50 

21.75 

12,73 

15,4 

0,0 

52.4 

31 

Puerto  Rican  Cement/cement 

35.88 

35.88 

27,88 

12,7 

2,1 

198,3 

152 

QMS/computer  printers 

2.94 

6.38 

2.38 

NM 

0,0 

31.4 

129 

AO  Smith/industrial  equipment 

39.38 

39.63 

24.00 

5.0 

1.7 

462.7 

801 

Sun  Television  &  Appliances/consumer  electronics  storesx 

Syms/apparel  stores 

Valley  Forge/recreational  &  industrial  products 


NA:  Not  available  or  not  applicable,  NM.  Not  meaningful 


3,22 
13,25 
15,88 


4,88 
14,00 
16,33 


1.06 
8.00 
8.50 


11.5 
15.2 


0.0 
0.0 
0.7 


56.1 

234.5 

64.0 


635 

349 

87 


Sources:  IBES.  Inc.  and  Market  Guide  via  OneSource  Information  Services:  Bloomberg  Financial  network:  Forbes 


All  are  recommended  by  at  least  one  ten-year-plus 
market-beating  letter,  and  have  no  st,  -lificant 
analyst  coverage. 
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he  power  to  create  value 

J 

^ff 

Im 

^ 

^^^^9Wv  STANDS  FOR 

^^■■- 

COMING  TO 

WALL  STREET  OCTOBER  8. 

On  October  8,  a  $44  billion  company  will  take  its  place  on 
the  New  York  Stock  Exchange.  Based  in  Germany,  VEBA  is 
a  world-class  player  on  a  world-class  stage. 

You  may  not  know  us  now,  but  you  will.  We  manage  a 
group  active  in  the  fields  of  electricity,  chemicals,  oil, 
trading,  transportation,  services  and  telecommunications, 
concentrating  on  markets  in  which  we  are  now,  or  have  the 
potential  to  become,  the  #1  or  #2  company. 


Our  V  stands  for  value.  Believing  that  short-term  gains 
must  lead  to  long-term  growth,  we  focus  on  maximizing 
shareholder  value— tripling  our  share  price  over  the  last  five 
years. 

Maybe  it's  time  you  learned  more  about  VEBA.  For  further 
information,  you  can  reach  us  through  VEBA  Corporation, 
605  Third  Avenue,  New  York,  NY  10158.  Telephone:  (212) 
922-2728,  Internet:  http://listing.veba.com 


STATISTICAL  SPOTLIGHT 

by  the  Hulbert  Financial  Digest.  A 
stock  was  selected  if  the  funds'  com- 
bined holdings  amounted  to  at  least 
25  times  its  average  daily  trading 
volume. 

The  tornado-proof  stocks  are  ones 
recommended  by  at  least  one  invest- 
ment letter  that  has  beaten  the 
market  over  the  last  decade,  but  they 
aren't  followed  by  any  brokerage 
house  research  departments,  as 
reported  by  the  Institutional  Brokers 
Estimate  System  and  the  First  Call 
service.  Studies  show  that  such 
"neglected"  stocks  outperform  the 


market  on  average — and  our  stocks 
have  a  top  letter's  vote,  too.  Plus, 
these  stocks  can't  be  hit  by  brokerage 
house  downgrades,  because,  by  defi- 
nition, brokers  don't  grade  them — 
which  also  means  institutions  proba- 
bly don't  own  them. 

There  are  different  ways  to  play 
these  lists.  You  can  buy  the  tornado- 
prone  list  if  you  expect  a  continued- 
bull  market  and  want  to  ride  it.  Or 
you  can  plan  to  buy  it  after  market 
breakdowns,  because  these  stocks 
may  be  oversold. 

You  can  consider  the  tornado- 


proof  list  if  you're  cautious  but  reluc- 
tant to  forswear  the  market  altogeth- 
er. It's  for  the  longer  haul.  It  some- 
times lags  the  market,  as  it  did  this 
spring.  But  we  don't  expect  it  to 
break  down  as  badly  as  other  stocks 
in  a  fiiU-fledged  bear  market  (remem- 
ber bear  markets.'). 

Manufacturer's  disclaimer:  Re- 
member that  we're  looking  at  average 
performance  here  (and  even  that's 
not  guaranteed).  To  get  it,  you  must 
di\'ersif}' — buy  at  least  ten  stocks  from 
your  chosen  list.  There  will  certainly 
be  some  losers,  too.  ^ 


Tornado-prone  stocks 


Company/business 


recent  52-week- 

high 


Yield  Holdings*  Market  Sales 
value  ($mil) 
($mil) 


American  Bulldings/pre-engineered  metal  buildings 
Avatar  Holdings/real  estate 
Bay  Apartment  Communities/real  estate  inv  trust 
Bio-Rad  Laboratories/lab  prods  &  precision  instruments 
BorgWarner  Security/security  services 


$27.88 
31.00 
39.31 
29.50 
18.38 


$30.13 
38.00 
39.31 
33.50 
18.56 


$19.75 

29.50 

27.38 

23.38 

9.25 


11.6 

NM 

30.0 

15.9 


0.0% 
0.0 
4.2  ■ 
0.0 
0.0 


28 
52 
25 
26 
28 


$147.1 
281.9 
876.7 
289.2 
432.7 


$296 
159 
104 
422 

1,640 


Carson  Pirie  Scott  &  Co/department  stores 
Columbus  McKinnon/material  handling  equipment 
Consolidated  Products/restaurants 
Echelon  International/real  estate;  financial  services 
FIrstFed  Financial/bank 


38.13 
24.13 
18.13 
24.38 
33.69 


38.38 

24.63 

19.00 

24.81t 

34.94 


23.25 

14.00 

14.00 

12.50t 

18.88 


19.9 
18.0 
18.6 
NM 
30.3 


0.0 
1.2 
0.0 
0.0 
0.0 


28 

605.1 

1,143 

48 

331.9 

418 

25 

;    298.0 

258 

44 

165.3 

54 

25 

356.4 

295 

GC  Cos/movie  theaters 

41.19 

46.25 

33.00 

20.7 

0.0 

42 

317,3 

445 

Libbey/glass  housewares 

36.18 

39.38 

23.38 

16.1 

0,8 

26 

549.9 

;    392 

Macerlch/real  estate  investment  trust 

28.00 

29.69 

21.88 

28.2 

6,3 

69 

726,3 

;    184 

Maxxam/mining  &  natural  resources 

53.94 

62.38 

37.13 

;  15.3 

0,0 

38 

446.5 

2,584 

National  Western  Life  Insurance/life  insurance 

99.50 

99.63 

72.25 

8.0 

0,0 

91 

327,5 

309 

New  England  Business  Service/business  forms 

31.56 

32.13 

15.38 

23.0 

2,5 

■     29 

425.5 

263 

Primex  Technologies/ordinance  &  aerospace 

33.00 

34.50t 

16.00t 

NA 

1.8 

32 

169.6 

472 

PXRE/reinsurance 

30.19 

31.88 

22.88 

8.4 

2.8 

71 

415.1 

112 

Regal-Beloif  power  tools;  electrical  equipment 

29.75 

30.13 

15.75 

18.5 

1,6 

48 

619.2 

349 

Riviana  Foods/food  processing 

19.75 

21,88 

14.38 

15.6 

2,0 

107 

311,3 

460 

RPC/oilfield  services 

27.50 

27.69 

10.88 

23.8 

0,0 

46 

404.3 

;    224 

Scotsman  Jn-lustries/commercial  refridgeration  products 

27.88 

29.38 

22.75 

15,5 

0,4 

28 

294.2 

;    438 

Stewart  Information  Services/insurance 

25.31 

25.44 

18.75 

14.1 

0,9 

45 

159.4 

;    345 

Stone  &  Webster/engineering  &  construction 

48.00 

48.38 

30.00 

NM 

1,3 

59 

:    614,4 

1.226 

Unicom/electric  utility 

24.75 

28.50 

18.50 

10.2 

6,5 

28 

;  5,356.1 

;  7,107 

Urban  Shopping  Centers/real  estate  investment  trust 

31.56 

34.50 

24.13 

21,6 

6,4 

47 

^    537.4 

;    122 

USX-Delhi  Group/natural  gas 

14.00 

17.00 

12.13 

26,0 

1,4 

47 

132.3 

:  1,173 

Wynn's  International/automotive  &  specialty  chemicals 

31.31 

31.50 

18.08 

18,5 

1,0 

34 

401.5 

;    306 

Zurn  Industries/climate-control  equipment 

:^i  w 

32  ?5 

21  50 

183 

13 

47 

394,7 

427 

'Total  mutual  fund  holdings  expressed  as  the  number  of  days  of  average  recent  trading  volume.  tRange  less  than  1?  months.  NA;  Not  available  or  not  applicable.T<M:  Not  meaningful. 

Sources:  IBES.  Inc.  and  Market  Guide  via  OneSource  Intorination  Services:  Blooniberg  Financial  Network:  Hulbert  Financial  Digest:  Forbes 


Stocks  held  by  the  mutual  funds  most  favored  by  switch  letters; 
total  fund  holdings  exceed  25  days'  trading  volume  for  each  stock. 
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More  Than  14,000  Thoughts  on  the  Business  of  Life- 
Now  All  in  One  Deluxe  Volume 


[he  ultimate  reference  for  speakers,  writers, 
:EOs  and  managers.  The  perfect  gift,  this 
nique  collection  is  arranged  alphabetically 
y  subject — from  ability  to  zeal — for  easy 
ccess  and  endless  inspiration. 

Jver  3,000  contributors  in  all — business 
eaders  and  mavericks,  philosophers  and 
bundits,  poets  and  politicians — from  across 
the  centuries  and  around  the  world. 


"  There  is  no  true,  lasting  success 
in  business,  without  success  in 
the  business  of  living,  of  life." 

— B.  C.  FORBES,  Founder  of  Forbes  Magazine 
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Forbes 

Book  of 

Business 

Quotations 

THOUGHTS  ON 
THE  BUSINESS  OF  LIFE 


New  Deluxe  Editi 


To  Order  by  Phone,  Call  Toil-Free  1-800-876-6556 


Please  send  me 

The  Forbes    Book  of 
Business  Quotations 

New  Deluxe  Edition, 
$40.00.  Shipping 
is  $3.50  plus  $1.00 
handling  for  each  copy 
ordered.  U.S.  only.  All 
orders  must  prepaid. 
Please  allow  4-6  weeks 
for  delivery.  [C14] 


Or  clip  and  mail  to:  Forbes  Products  •  P.O.  Box  10934  •  Des  Moines,  lA  50350 

□  Check  or  money  order  enclosed  (payable  to  Forbes) 

□  Charge  my;  □  American  Express   □  VISA  □  MasterCard 
Account  # 

nnnnnnnnnnnnnnnn 

Exp.Date;  Mo.&  Yr. 

I II II II I     Signature 


Nanie(s) 
Address- 
City ! 


.  State - 


.Zip. 


Telephone. 


TFM97 


ILiiLLIi 


hn^llliM>lt1 


INTERNATIONAL  INVESTING 


Tigers  for  sale 

Southeast  Asia  is  getting  a  lot  of 
negative  press  these  days,  but  this 
might  be  the  time  to  shop  for  bargains 


By  John  H.  Christy 

The  papers  are  full  of  bad  news 
from  once -booming  Southeast  Asia: 
Thailand,  the  PhiHppines,  Malaysia 
and  Indonesia,  the  battered  Asian 
"tigers."  Their  stock  markets  are  off 
as  much  as  56%  from  their  highs  this 
year,  in  dollar  terms.  Last  issue 
Forbes  columnist  A.  Gary  Shilling 
predicted  that  the  worst  was  not 
over.  Paul  Schulte,  director  of  Asia 
research  at  ING  Barings,  is  still  hesi- 
tant about  Southeast  Asia.  "Policies 
make  markets,"  says  Schulte.  "These 
countries  need  to  open  up  to  foreign 
capital  if  they  want  to  restore 
investor  confidence." 

In  chaos  lies  opportunity.  When 
markets  crash,  the  good  stocks  go 
down  along  with  everything  else.  For 
those  with  confidence  in  the  area's 
future,  there  are  good  stocks  avail- 
able at  the  best  prices  in  a  long  time. 

In  the  middle  of  the  storm 


"Singapore  couldn't  be  healthier 
economically,"  says  Richard  King,  a 
global  money  manager  at  Warburg 
Pincus.  He  cites  the  coimtry's  $14  bil- 
lion current  account  surplus  and  con- 
sistent gross  domestic  product  growth 
above  7%.  "The  Singapore  dollar  is  the 
strongest  currency  in  Asia,"  he  adds. 

The  stampede  of  iiwestors  fi-om 
Thailand  and  elsewhere  helped  drive 
down  the  Singapore  Straits  Times 
index  15%  since  December.  This  mar- 
ket now  sells  for  1 5  times  trailing  earn- 


ings and  14  times  estimated  1997 
earnings.  "Singapore  has  been  unfairly 
dragged  down  by  the  rest,"  says  King. 
Below  are  12  stocks  trading  at  less 
than  17  times  expected  1997  earn- 
ings and  enjoying  prospects  for 
strong  growth  in  1998.  (Average 
projected  1998  earnings  gain:  20%.) 
If  Southeast  Asian  markets  remain 
weak,  these  stocks  probably  won't; 
go  anywhere,  but  they  are  now  rea- 
sonably priced  bets  on  continued 
development  in  the  region.  HI  I 


Company/business 

Country 

Recent 

Earnings  per  share 

P/E 

Price/ 

Price/ 

Market 

price 

1997             1998 

1997 

cash 

book 

value 

($US) 

estimate 

flow 

value 

($mil) 

Bangkok  Bank/bank 

Thailand 

$4.64 

$0.50 

$0.50 

9.3 

NA 

1.1 

$4,651 

■  City  Developments/real  estate 

Singapore 

6.75 

0.49 

0.53 

13.8 

21.9 

2.8 

5,233 

Daya  Guna  Samudera/fishing 

;    Indonesia 

L53 

0.12 

;     0.17 

12.5 

10.3 

3.2 

645 

Delta  Electronics/electronics 

;    Thailand 

7.92 

0.58 

0.67 

13.6 

7.4 

NA 

475 

■  Development  Bank  of  Singapore/bank 

Singapore 

43.25 

2.81 

3.16 

15.4 

NA 

1.7 

7,307 

Indah  Kiat  Pulp  &  Paper/forest  products  &  paper 

Indonesia 

0.41 

0.04 

0.05 

11.3 

6.3 

0.9 

1.919 

■  Indosat/telecommunications 

Indonesia 

25.00 

1.92 

2.21 

13.0 

10.4 

2.4 

2,634 

■  Manila  Electric  (Meralco)/electric  utility 

Philippines 

3.63 

0.24 

0.27 

14.9 

11.1 

2.0 

1,247 

■  Philippine  Long  Distance  Tel/telecommunications 

Philippines 

27.63 

1.73 

2.07 

16.0 

8.5 

1.6 

2,951 

Telekom  Malaysia/telecommunications 

Malaysia 

3.21 

0.23 

0.26 

13.8 

7.2 

2.0 

9,637 

■  Telekomunikasi  Indonesia/telecommunications 

Indonesia 

23.00 

1.33 

1.59 

17.3 

8.5 

2.9 

10,606 

Thai  Petrochemical/chemicals 

Thailand 

0.50 

0.05 

0.06 

11.1 

19.7 

0.6 

972 

Prices  as  of  Sept.  12.  Data  shown  per  ADR  where  applicable.  ■  Available  as  an  ADR.  NA:  Not  available. 

Sources:  IBES  Express:  ING  Barings:  Morgan  Stanley  Capital  International  and  Worldscope  via  OneSource  Information  Services. 


Southeast  Asian  markets  have  taken  a  pounding,  but  these 
12  stocks  are  a  bet  on  an  eventual  recovery  in  the  region. 
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IHE  NEXT  BESITHING 10  BEING  IHERE 


mmm 


GETAJUMPONIH[FUIUR[ 

Transcripts  from  the  recently  completed  Gilder/Forbes  Telecosm 
Conference  in  Palm  Springs,  California  are  now  available. 


Ydu'llgelall  #  SESSIONS  including: 


-Gilder  on  the  Revolt  Against  the  Telecosm 

-Milken  on  the  Interaction  of  Intellectual  and  Social  Capital  with  Technology 

-McNealy  on  the  Java  Wars 

-Forbes  on  Government  Regulation 

-Andreessen  on  the  Next  Generation  Internet 

-Mandl  on  Escaping  the  Copper  Cage 

-Doerr  on  Telecosm  Politics  and  Technology 

-Polese  on  Java  Breaking  Windows 

-Metcalfe  on  Metcalfe's  Law 

-Medved  and  Sprague  on  the  Internet  Replacing  Television 

-Schmidt  and  Kleinrock  on  Moore's  Law  vs.  the  Speed  of  Light 

-Salmasi  and  Cochrane  on  the  Death  of  Telephony 

-Viterbi,  Steinbrecher  and  Baran  on  Overthrowing  the  Spectrum  Monopoly 

-Daggatt  and  Freeburg  on  the  Orbital  Future 

-Stefferud  on  the  Internet  Paradigm 

-Behe,  Hayden  and  Tipler  on  the  End  of  the  20th  Century 


plus  many  more. 


Uranscripts  are  S345.00.  To  order  your  copy: 
Call:  212-206-5521 
Or 

E-mail:  Telecosm@forbes.com 
Visit  our  website  at  www.forbes.com/conf 
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Where  telecom,  technology  and  public  policy  opinion  leaders 
gather  for  candid  discussion  on  the  New  Paradigm. 


POINT 


Special    Edition 


A  timely  message  to  Commerzbank's 
international  clients  and  shareholders 


Commerzbank 
strengthening  its 
commitment  to 
Asian  markets 


To  meet  the  objectives  of  its  clients  and 
shareholders  worldwide,  Commerzbank 
is  focusing  its  strategy  for  the  future  on 
three  main  areas  of  business:  international 
finance,  investment  banking,  and  domestic 
branch  banking.  This  special  edition  of 
Viewpoint  outlines  its  strong  and  growing 
position  in  East  Asia/South  East  Asia. 


International  presence: 
Almaty,  Amsterdam,  Antwerp, 
Atlanta,  Bangkok,  Barcelona, 
Beijing,  Beirut,  Bombay,  Bratis- 
lava, Brussels,  Budapest,  Buenos 
Aires,  Cairo,  Caracas,  Casablanca, 
Chicago,  Copenhagen,  Dublin, 
Geneva,  Gibraltar,  Grand  Cayman, 
Hong  Kong,  Istanbul,  Jakarta, 
Johannesburg,  Kiev,  Labuan, 
London,  Los  Angeles,  Luxembourg, 
Madrid,  Manama,  Mexico  City, 
Milan,  Minsk,  Moscow,  NewYork, 
Novosibirsk,  Osaka,  Paris,  Prague, 
Rio  de  Janeiro,  Sao  Paulo,  Seoul, 
Shanghai,  Singapore,  St  Peters- 
burg, Sydney,  Taipei,  Tehran, 
Tokyo,  Toronto,  Warsaw,  Zurich. 


Commerzbank  is  one  of  Germany's  and 
Europe's  prominent  universal  banks,  offering 
the  entire  range  of  commercial,  investment, 
and  broker/dealer  services. 

With  1,000  branches  in  Germany  and  more 
than  50  outlets  in  40  countries,  Commerzbank 
facilitates  client  access  to  markets  in  the  world's 
decisive  business  and  financial  centers. 

Systematic  Expansion  in  Asia.  Early 
to  recognize  the  vast  growth  potential  for 
trade  both  within  Asia  and  with  Germany, 
Commerzbank  was  among  the  first  German 
banks  to  establish  its  presence  in  the  region. 
Over  the  years,  the  bank  has  systematically 
broadened  its  network  of  outlets  and  signifi- 
cantly boosted  its  service  capabilities. 

Today,  about  one-fifth  of  Commerzbank's  staff 
outside  Germany  is  active  in  the  Asia-Pacific 
region,  where  the  bank  operates  six  branches 
and  three  subsidiaries,  maintains  five  rep- 
resentative offices,  and  holds  sizeable  equity 
participations  in  two  key  local  banks. 


Celebrating  Three  Anniversaries  in 
Japan:  In  1961,  Commerzbank  became  the 
first  German  bank  to  open  a  representative, 
office  in  Tokyo  which  was  converted  into  a 
branch  in  1977.  This  year,  the  branch  is  cel- 
ebrating 20  years  of  constantly  growing  exper- 
tise in  commercial  banking.  1997  also  marks 
the  10th  anniversary  of  our  successful  invest- 
ment banking  subsidiary  Commerz  Securities 
(Japan)  Co.  Ltd.  and  the  5th  anniversary  of 
Commerz  International  Capital  Management 
(Japan)  Ltd.  CICM  specializes  in  international 
asset  management.  Supported  also  by  an 
active  office  in  Osaka,  Commerzbank  in  Japan 
is  therefore  strongly  positioned  to  provide  a 
broad  spectrum  of  services  to  Japanese  and 
international  clients. 

Key  Role  for  Singapore:    As  part  of 
Commerzbank's  regional  strategy  for  South 
East  Asia,  its  Singapore  operations  play  a 
pivotal  role  in  private  banking,  asset  man-  - 
agement,  capital  markets  and  syndications  •; 
as  well  as  treasury  and  securities  services. 
Commerzbank  (South  East  Asia)  Ltd.,  its  asset 
management  subsidiaries,  and  the  Singapore 
branch  are  contributing  substantially  to 
the  Group's  progress  in  Asia's  fast-changing  • 
markets. 

Three  Outlets  in  China.  Commerzbank 
was  among  the  first  foreign  banks  to  open  a 
representative  office  in  Beijing,  and  today 
operates  branches  in  Shanghai  and  Hong  Kong 
as  well.  In  addition  to  branches  in  Labuan 
(Malaysia)  and  Mumbai  (Bombay),  it  m.ain- 
tains  representative  offices  in  Bangkok,  Taipei, 
Seoul,  and  Sydney. 

Moreover,  the  Group  has  a  21.7%  holding  in 
P.T.  Bank  Finconesia  in  Jakarta,  and  a  23.6^f 
stake  in  Korea  International  Merchant  Bank, 
Korea's  most  profitable  merchant  bank. 

Strong  Earnings  Growth  in  First  Half 

1997.  After  doubling  its  earnings  in  1995  and 
increasing  profitability  by  another  29%  in  1996 
to  DM  1.9  billion,  the  Commerzbank  Group 
increased  its  operating  result  after  lending 
risk  provisions  by  23.2%  to  DM  1.63  billion  in 
the  first  six  months  of  1997.  This  strong  per- 
formance reflects  the  soundness  of  a  convinc- 
ing longer-term  strategy  based  on  substance  as 
well  as  a  commitment  to  providing  the  highest 
standards  of  client  service  around  the  globe. 

For  more  information  about  our  banking 

and  financial  services,  contact  Commerzbank's 

Corporate  Communications  Department,  Frankfurt 

Fax -f49  69  13  62-98  05 

http://  www.commerzbank.com 
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THE  FORBES/BARRA  WALL  STREH  REVIEW 


BY  ERIC  S.  HARDY 


For  the  last  few  months  small-cap 
stocks  have  finally  started  to  outper- 
form large  companies  such  as  those  in 
the  S&P  500  index — but  how  long 
will  the  trend  last?  Wrong  question, 
says  John  Bogle  Jr.  The  son  of  Van- 
guard Fund's  John  Bogle  Sr.,  he's 
now  running  the  n/i  family  of  hands 
for  the  S3. 5  billion  (assets)  Numeric 
Investors.  Young  Bogle  adxises  equity 
''%  investors  to  be  less  concerned  with 
the  size  of  a  company  than  whether 
or  not  the  analysts  who  follow  it  are 
increasing  their  earnings  expectations. 
Among  the  strong  performers  in  his 
n/i  Micro  Cap  Fund  are  Citrix  Sys- 
tems, a  sofrvvare  developer;  World 
Access,  a  communications  equipment 
manufacturer;  and  Applied  Voice 
Technology,  which  produces  tele- 
phone and  computer  answering 
systems. 


Special  focus 


Note:  Due  to  a  production  error  in  the  Sept. 
22  issue,  we  are  reprinting  'Special focus." 

These  mutual  funds  have  at  least  20%  of 
their  portfolios  in  cash  and  Forbes 
down-market  grades  of  B  or  better.  The 
cash  could  come  in  handy  to  buy  dis- 
tressed stocks  or  meet  redemptions  if  the 
market  cracks. 

Money  on  the  sidelines 


Fund 


% 
cash 


Cash 
{$mil) 


American  Mutual  Fund          21% 

$1,967 

Capital  Income  Builder          22 

1,539   1 

Fidelity  Low-Priced  Stock       20 

1,734   ' 

FPA  Paramount  Fund            33 

267 

Gradison  Opportunity  Value    26 

36 

Merrill  Lynch  Global  Alloc-0  21 

303 

Merrill  Lynch  Growth-0          23 

333 

Scout  Stock  Fund                  22 

43 

Sources:  Upper  Analytical  Services:  Morningstar,  Inc. 

The  overall  market 
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The  Barra  All-US  price  index  as  of  9/12/97 

Market  value:  $10.5  trillion 

P/E:  22.6 

P/E  minus  negative  EPS:  21.1 

Price/book:  3.4 

Yield:  1.5% 
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12-month  closeup 


Performance 

Price 

Total  return 

Last  4  weeks 

3.4% 

3.6% 

Since  12/31/96 

23.3 

25.1 

3600 


'87     '88     '89     '90     '91     '92     '93     '94     '95    '96     '97 


SONDJFMAMJJAS 

'96  '97 


Closeup  on  the  markets 


Index  or  investment 

%  change  from 

1   UPar  1\0(\           ^   uatr  hinrh 

32.5% 

38.3 

33.0 

Barra  All-US  index 
SlP/BarraGrotvth  index  ^ 
StP/Barra  Value  index- 

2.8% 

2.5 

2.9 

-2.0% 

SB^ 

-5.0 
-2.5 

Dow  lones  industrials 

1.6 

■^■r  1 

32.6 

-6.3 

StPSOO 

2.7 

^^■^■^B 

35.8 

32.9 

■■■     38.8 

-3.8 

NYSE 
Nasdaq 

2.7 
3.9 

^■■■■■B 

-2.8 

■^■■■■■1 

-0.4 

PSE  Tech  too 

eafe' 

CRB  futures  index 

1.7 

B9HH 

55.8 
7.0 

-2.3 

-1.2            f 
-0.1 

■^1 

-8.4 

1 

-1.7 
-15.3 

-7.7 

Gold  (Comex  spot) 

-0.2 

1 

1 

-22.0 

Yen'lperSUS) 

0.1 

9.5 

-4.9 

Oil  (W  Texas  Intermediate) 

13          1 

-20.9 

-27.2 

The  best  and  worst  performing  Industry  factors" 


The  best  and  worst  performing  stocks                                             | 

Best 

Price 

2-week 
change 

1997 
EPS' 

Worst 

Price 

2-week 
change 

1997 
EPS' 

Input/Output 

$30.75 

46% 

$1.02 
0.53 

CardioThoracic  Systems 
Hirsch  IntI 
Miller  Industries 

$7.19 
17.63 
10.38 

-35% 

$-1.50 

Best  Buy  . 

24.19 

42 

-31 

-30 

1.23 
0.54 
0.73 

0.78      , 

] 

Inter-Tel 

40.38 

41 

1.10 

Immunex 

60.38 

38 

-0.79 

American  Mgmt  Systems 

18.13 

-28 
-27 

Yahoo 

53.94 

36 

0.07 

Hollywood  Entertainment 

11.94 

Best 

2-week 
change 

Change 

since 

12/31/96 

Worst 

2-week 
change 

Change          1 

since           i 

12/31/96          1 

Air  transport 

13.0% 

36.8% 

Forest  products 

-3.5% 

30.8%          J 

Oilfield  services 

8.8 

50.0 

Precious  metals 

-3.3 

-10.1              ti 

Iron  1,  steel 

8.4 

31.3 

Paper 
Tobacco 

-2.8 
-2.6 

18.8 
9.9 

Retail 

6.7 

45.0 

Motor  vehicles 

5.9 

19.0 

Household  prods 

-2.5 

15.2 

• 

Note:  Data  tor  period  ending  9/12/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  grovrth  and  have  predicted  above-average  earnings 
growth.  ^Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  12/31/82  =  50  (adjusted).  ■'A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  f/lorgan  Stanley  Capital  International.  ^Index  of  21 
commodity  futures.  "Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  *Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 


Forbes  ■  October  6,  1997 


137 


inuni.1   «i  inHt«iiiTitni«9 


FIXED  INCOME  REVIEW 


Treasury  yield  curve 


One  year  ago 


3  months 


Maturity  (years) 


30-year  rate  minus  1-year  rate 


Yield  versus  inflation 


3 

m 
<n 

Spread  over 

Treasurys 

Total  returns 

Security' 

Basis  points' 

Security' 
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9.1% 
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AAA  industrials 
Glnnie  Maes 

29 
12 

AAA  corporates 

9.9% 
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11.1 

9.2 

63 

Junk  corporates' 
Municipals' 
Treasury  bonds 
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9.3 
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12.9 
7.8 
7.6 

Junl<  corporates^ 
Municipals"' 
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337 
-109 

BY  ERIC  S.  HARDY 


The  bond  market  recovered  nicely  in 
early  September.  Total  returns  for  the 
last  12  months  range  from  15.4%  for 
high-yield  corporate  bonds  to  8.3% 
for  Treasurys. 
^  There  could  be  more  good  things: 
to  come.  BankBoston  fixed-income 
specialist  David  Thompson  predicts 
that  the  30 -year  Treasurys  yield  will 
drop  to  6.25%  within  the  next  six 
months.  The  bond  currently  yields 
6.58%.  Thompson's  reasoning:  The 
narrowing  budget  deficit  should 
reduce  the  demand  for  funds  from 
the  Treasury. 

Among  the  best  opportunities  in 
the  bond  market  today,  says  Thomp- 
son, are  municipal  issues  whose  rat- 
ings may  be  upgraded.  These  include. 
New  York  City  general  obligation 
issues,  which  are  currendy  rated  Baal 
by  Moody's.  Thompson  thinks  they 
could  be  upgraded  to  an  A;  thati 
could  reduce  yield  by  10  to  15  basis  5 
points. 

Thompson  recommends  municipal  i 
bonds  issued  by  Puerto  Rico  for  all  I 
investors,  regardless  of  their  income  • 
tax  situation.  The  territory's  bonds  . 
are  exempt  from  any  state  or  locality's  . 
income   taxes,   and   they  also  pay 
slightly  higher  yields  than  debt  issued 
by  the  50  states.  The  typical  spread 
between  a  Puerto  Rican  municipal 
and  an  equivalent-term  high-grade 
bond  is  35  to  55  basis  points.  They're 
liquid,  too. 

Thomas  Doe,  president  of  Munic- 
ipal Market  Advisors,  notes  that  even 
the  highest-rated  municipals  pay 
aftertax  fields  125  to  150  basis  points 
above  Treasurys.  That  spread  is  less 
than  the  historic  norm.  Also  remem- 
ber this:  Municipals  can  be  called; 
Treasurys  are  noncallable. 

There  are  also  differences  with  li- 
quidirv'.  Treasurys  are  issued  accord- 
ing to  a  predictable  calendar  but  the 
schedule  for  municipal  offerings  can 
change  radically.  As  of  Sept.  15,  for 
example,  $2.3  billion  of  new  tax-free 
debt  was  expected  to  be  issued 
during  the  subsequent  30  days.  That 
figure  jumped  to  $4.9  billion  by  the 
following  Monday. 


Note:  Most  information  provided  by  Barra,  inc.,  Berkeley,  Calif.  Data  through  8/29/97.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  ^Yield  on  10-year 
Treasurys.  ^The  trailing  12-month  increase  in  the  overall  Consumer  Price  Index.  ''Composite  maturities.  -Source:  Credit  Suisse  First  Boston.  ^Spread  between  long-maturity 
municipal  bonds  and  30-year  U.S.  Treasury  bonds.  'Source:  Lehman  Brothers.  ^Annualized. 
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Credit  crunch 

Issuers  of  credit  cards 
are  hurting  from  too  many 
competitors  and  rising  consumer 
delinquencies.  Personal  bankrupt- 
cies are  up  24%  this  year  over  last. 

More  bad  news  lies  ahead  for 
banks  and  other  big  credit  card 
issuers.  So  says  Oppenheimer 
financial  services  analyst  Steven 
Eisman.  He  points  to  a  change  in 
the  Fair  Credit  Reporting  Act 
passed  last  year  that  allows  lenders 
to  use  credit  bureau  information  to 
identify  potential  customers.  In  the 
past,  companies  specializing  in  debt 
consolidation  home  equity,  such  as 
the  Money  Store  and  First  Plus, 
were  not  allowed  to  use  bureau 
data  without  guaranteeing  credit  to 
every  customer  prior  to  appraising 
the  house  or  proving  home  owner- 
ship. Now  companies  can  use  this 
information  to  solicit  customers  by 
mail  or  phone  and  offer  preap- 
proved  loans  without  having  to 
guarantee  them.  Home  equity 
credit  cards  are  now  starting  to 
appear. 

That  means  even  more  competi- 


tion for  credit  card  issuers.  Cus- 
tomers will  shun  credit  cards  charg- 
ing 16%  to  18%  interest  in  favor  of 
home  equity  loan  providers,  who 
typically  charge  between  10%  and 
12%  per  year.  Margins  that  have 
already  fallen  fi-om  2%  of  managed 
assets  to  1%  could  fall  even  fiarther. 
As  a  result,  one  money  manager 
thinks  that  shares  in  some  big 
banks  and  credit  card  issuers  could 
fall  20%  in  the  next  12  months. 
Four  stocks  that  look  vulnerable: 
Banc  One  (NYSE:  one),  trading  at  a 
recent  $53,  carries  a  p/e  of  23; 
Capital  One  (NYSE:  cof),  at  $37 
and  16  times  earnings;  First  Chica- 
go NBD  Corp.  (NYSE:  fcn),  at  $74, 
also  trading  at  16  times  earnings; 
MBNA  (NYSE:  krb),  at  $41,  an 
astonishing  27  times  earnings.  All 
are  borrowable,  if  you  want  to 
short  them. 
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Upwardly  mobile 

Here's  a  pure  play 
in  a  growing 
industry:  Cellular  Com- 
munications Interna- 
tional (Nasdaq:  CCIL). 
Recentiy  $39,  tiiis 
stock's  only  asset, 
essentially,  is  a 
10.3%  investment 
in  privately  held 
Italian 
mobile 
phone  com- 
pany Omni- 

tel  Pronto  Italia  (opi).  CCiL  believers 
include  Harvard  Management  and 
value  player  Michael  Price. 

Italians  love  cell  phones;  their 
market  has  shown  the  fastest  growth 
in  Europe.  By  the  end  of  1996  some 
6.4  million  subscribers  were  receiv- 
ing service,  up  64%  from  1995  but 
still  just  11%  of  the  population. 

There  are  two  cellular  licenses  in 


Italy:  one  held  by  the  formerly 
state-owned  telephone  company 
TIM;  the  other  by  OPI.  Owned  by 
a  consortium  that  includes 
German  communications  giant 
Mannesmann,  Bell  Atiantic,  Air- 
Touch  and  Olivetti,  OPi  began 
1996  with  50,000  subscribers  and 
5  had  over  700,000  by  year-end. 
£   Total  this  year  should  be  2  mil- 
lion. Just  two  years  old,  the  com- 
pany had  positive  cash  flow 
last  quarter — fast 
timing  in  this  indus- 
try. Once  CCIL  pays 
down  debt,  it  could  even 
pay  a  dividend.  If  it's  not 
bought  out  first. 

The  stock  is  a  bargain. 
CCIL's  share  price  gives 
its  holding  in  opi  a 
value  of$110  per  "pop" 
(industry  terminology 
for  potential  subscribers), 
but  Mannesmann  recentiy 


bought  a  stake  in  Olivetti  that  values 
OPI  at  $143  per  pop.  Telecel,  a  Por- 
tuguese cellular  operator,  trades  at 
$165  per  pop,  and  TIM  is  valued  at 
around  $430  per  pop. 

Assigning  the  $143  per  pop  price 
to  all  of  OPI  would  give  cciL  shares  a 
value  of  $54  each.  Even  absent  a 
buyer,  analyst  Eric  Weinstein  of  DJL 
thinks  OPl's  growth  track  could  push 
CCIL  shares  to  $50  within  a  year. 
That's  a  28%  increase. 

Heart  stopper 

Cor  Therapeutics,  (Nasdaq: 
corr)  has  yet  to  make  a  dime 
on  its  heart  disease  drug.  That 
hasn't  stopped  its  stock  fi-om  rocket- 
ing. At  a  recent  $15,  shares  have 
climbed  33%  since  August;  that's 
when  the  company  made  claims  that 
Integrilin,  its  drug  for  unstable 
angina,  reduced  the  rate  of  heart 
attacks  and  death  by  10%. 

In  March  Integrilin  was  nixed  by 
the  FDA  for  treatment  of  a  related 
heart  condition:  blockage  that  often 
follows  angioplasty  procedures. 
Cor's  trying  once  more,  filing  later 
this  year  for  FDA  approval  of  Integ- 
rilin to  treat  unstable  angina.  The 
company's  revenues  of  $19  million 
last  year  derived  mainly  from  a  mar- 
keting collaboration  with  Schering- 
Plough. 

Bulls  say  the  market  for  an  unsta- 
ble angina  drug  is  $1.2  bUlion.  They 
think  Cor  can  capture  $300  million 
of  the  market  in  five  years. 

But  even  if  Cor  gets  FDA  approval, 
it  will  still  be  a  one-drug  company 
in  a  crowded  field.  Competitor  Cen- 
tocor  has  an  FDA-approved  angio- 
plasty' drug  called  ReoPro  that 
reduces  the  risk  of  heart  attacks  by 
preventing  clot- 
n«^^  ting.  Centocor 

F  plans  to  file  for 
I  FDA  approval 
I  for  ReoPro  to 
I  be  used  for 

unstable 
angina  early 
next  year. 
Patients  using 
ReoPro  are 
required  to  stay 
just  one  day  in  tiie 
hospital;  with  Integ- 
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-ilin,  a  three-day  stay  is  necessan'. 
Merck's  Aggrastat  product  also 
jombats  unstable  angina. 

One  money  manager  reckons  Cor 
shares  are  worth  about  S7,  a  50% 
drop.  Stock  is  borrowable  if  you 
want  to  short  it,  but  float  is  limited. 
Short  with  care. 
J  -Sh.\ilaja  Neelak.\ntan 


Panty 


line 

Guilford  Mills  (NYSE:  GFD) 
made  $830  million  in  sales 
last  year  on  a  hodgepodge  of  prod- 
ucts, none  of  which  excites 
investors.  The  Greensboro,  N.C.- 
based  outfit  makes  warp-knitted  fab- 
rics out  of  synthetic  fibers  for  the 
apparel,  home  fashion,  industrial 
products  and  automotive  industries. 
It  also  makes  specialt)'  products  for 
tacking  down  carpets  and  fastening 
disposable  diapers.  The  company 
has  only  four  analysts  following 
its  stock. 

Buy  it,  says  textile  analyst  Kay 
Norwood  of  Interstate/Johnson 
Lane.  At  $24.75,  Guilford  trades  at 
just  12  times  last  year's  earnings,  a 
20%  discount  to  the  textile  industry 
multiple.  Fears  over  weak  automo- 
tive sales  in  the  U.S.  have  depressed 
the  stock,  but  increased  sales  in 
Europe  and  Me.\ico  are  beginning 
to  make  up  the  shortfall.  Thanks  to 
the  growing  popularity'  of  knitted 
sheets,  the  home  fashion  segment  is 
growing  at  over  30%  a  year. 

Guilford  supplies  intimate  apparel 
maker  Victoria's  Secret  with  slinky 
fabrics  such  as  its  "second  skin 
satin."  Bryan  Hunt  of  Wheat  First 
Butcher  Singer  says  Guilford's  pur- 
chase of  Hoffman  Laces  in  January 
1996  is  boosting  margins.  Another 
profit  lift  comes  fi-om  girdles — now 
delicately  called  shapewear — made 
of  Lycra  and  Spandex. 

Guilford  spends  more  on  r&d 
than  95%  of  other  textile  companies, 
averaging  about  2%  of  sales.  Result: 
proprietary  products  that  generate 
30%  earnings  growth.  Norwood 
notes  that  in  an  industry  conspicu- 
ously lacking  in  patents,  Guilford 
has  more  than  20  worldwide.  Nor- 
wood expects  Guilford  to  reach  a 
target  price  of  $33  by  year-end,  a 
32%  increase.     -Dolly  Setton  Hi 
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Today  almost  no  price  is  too  high  for  a 
Microsoft  (p/e  52)  or  a  Netscape  (p/e  125). 
They've  gotten  the  reputation  of  "can't-lose" 
stocks.  High-priced  as  they  may  seem,  they 
are  really  cheap  in  the  long  run.  So  goes  the 
argument. 

It's  a  specious  argument.  Investors,  includ- 
ing pros,  often  confiise  best  outlook  with  best 
value.  The  two  are  worlds  apart.  Ben  Graham 
saw  this  decades  ago,  noting,  "Buying  the  best 
issue  is  like  betting  on  the  top-heavy  favorite 
in  a  horse  race.  The  chances  may  be  on  your 
side,  but  the  odds  are  heavily  against  you." 

My  Forbes  column  of  February  1984  illus- 
trated Ben  Graham's  point.  Fortune  magazine 
annually,  using  surveys,  picks  the  Ten  Most 
Admired  Companies  and  explains  in  detail 
why  it  thinks  these  companies  deserve  this 
hallowed  rating.  Crunching  the  numbers,  I 
found  that  the  stocks  of  these  splendid  com- 
panies underperformed  the  stock  market  by 
35%  over  the  ten-year  period  ended  in  1982. 

Updating  this  work  in  1997,  two  profes- 
sors, Hersh  Shefrin  and  Meir  Statman  of  Santa 
Clara  University,  analyzed  13  Fortune  surveys 
of  best  companies  to  the  end  of  1995.  Over 
that  period  they  were  on  average  the  most 
overpriced  and  worst-performing  stocks. 

There  you  see  the  difference  between  best 
value  and  best  oudook.  A  promising  oudook 
made  these  companies  favorites  of  the  people 
the  magazine  queried  but  did  not  make  them 
good  values. 

That  is  the  reason  contrarian  strategies 
work  so  well  over  time.  They  look  for  value, 
not  for  admiration.  Built  into  the  stock  prices 
of  the  most  admired  companies  is  a  big  premi- 
um for  future  growth.  If  growth  falters,  that 
premium  can  disappear  fast,  even  in  a  strong 
market.  Witness  the  beatings  Coca-Cola  and 
Gillette  took  this  summer. 

With  out-of-favor,  1ow-p/e  stocks  it's  the 
other  way  around.  Since  the  market  doesn't 
expect  much  of  them,  bad  news  can't  hurt 
them  a  lot,  but  good  news  can  send  them  soar- 
ing, precisely  because  it  is  unexpected  and 
therefore  not  built  into  the  stock  prices. 

Why  don't  more  people  recognize  that  the 
can't-lose  stocks  arc,  long-range,  chronic 
losers?  Because  it  is  comforting  to  own  them 
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while  it  takes  grit  to  go  against  the  general       ■!* 
opinion  to  buy  out-of-favor  stocks.  In  short,  it 
takes  guts. 

Here  are  a  number  of  companies,  all  tarred 
as  laggards  or  losers  by  their  p/e  multiples, 
that  appear  undervalued  at  this  time. 

Boston  Chicken  (bost):  This  onetime  IPO 
sizzler  is  down  from  40  at  the  beginning  of 
the  year  to  its  current  price  of  14,  as  investors 
have  soberly  reappraised  its  prospects.  Perhaps 
too  soberly.  Earnings  should  be  up  25%  this 
year  with  a  similar  gain  likely  in  1998.  The 
stock  trades  at  a  p/e  of  13. 

Central  Vermont  Public  Service  (12,  cv) 
provides  electricity'  to  customers  in  Vermont 
and  New  Hampshire.  Earnings,  after  reaching 
a  nadir  in  1994,  have  increased  in  the  last  sev- 
eral years  and  should  increase  almost  15%  this 
year.  The  stock  trades  at  a  price/earnings  ratio  Ba 
of  9  and  yields  7.3%. 

GPt/  (35,  GPU)  is  a  utility  holding  company 
operating  in  New  Jersey  and  Pennsylvania. 
The  company  should  report  record  earnings 

'buying  the  best  issue  is  like 
betting  on  the  top-heavy  favorite  in 
a  horse  race.  The  chances  may  be  on 
your  side,  but  the  odds  are  heavily 
against  you."  -Ben  Graham 


in  1997  with  continuing  gains  ahead.  The 
stock  yields  5.6%  on  its  $2  dividend,  which 
has  increased  at  a  20%  rate  in  the  past  decade. 
GPU  is  priced  at  a  p/e  of  12. 

Northern  States  Power  &  Light  (49,  NSP) 
supplies  electricit)'  in  Minnesota  as  well  as  sev- 
eral other  Midwestern  states.  The  company 
has  both  low  rates  and  low  production  costs, 
which  should  result  in  above -average  earning 
growth  ahead.  NSP  trades  at  13  times  earnings 
and  yields  5.7%. 

Zions  Bancorp  (38,  ZION)  is  the  second 
largest  bank  in  Utah.  It  also  operates  banks  in 
several  other  western  states  and  is  in  financial 
services  as  well.  Earnings  have  grown  at  a  25% 
rate  in  the  past  decade,  and  above-average 
growth  should  continue.  The  stock  is  priced 
at  a  p/e  of  18  on  this  vear's  estimates,  and 
yields  1.2%.  Hi 
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The  good  kind 
of  inflation 


BY  R.S.  SALOMON  JR. 
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of  Stamford. 
Conn. -based 
STI  Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


Intl-^tion  h.\s  \l\n\'  FACES:  hyperinflation, 
benign  inflation,  disinflation.  Also  good  infla- 
tion and  bad  inflation 

Bad  inflation  occurs  when  prices  of  tangible 
assets — real  estate,  commodities  and  col- 
lectibles— rise.  Price  increases  for  hard  assets 
are  bad  because  they  have  a  significant 
weighting  in  the  CPI.  When  the  CPI  increases, 
inflationary  expectations  rise,  causing  interest 
rates  to  rise,  which  erodes  the  value  of  savings 
and  eventually  retards  economic  growth. 

Good  inflation  is  just  the  opposite — declin- 
ing tangible  asset  prices  and  strong  prices  in 
the  financial  markets.  The  stock  market  in  the 
last  15  years  is  up  tenfold.  This  extraordinary 
price  rise  has  no  direct  impact  on  the  CPI  or, 
for  that  matter,  on  inflationary  expectations. 
And  yet  the  wealth  creation  from  the  rise  in 
financial  markets  has  had  an  enormous  impact 
on  the  economy  by  helping  to  extend  the 
business  cycle  and  reducing  the  federal 
budget  deficit. 

In  the  last  three  years  the  cpi  has  averaged 
about  2.7%,  and  even  at  that  low  level  it  is 
generally  believed  to  be  overstating  reality. 
Had  the  stock  market  been  included  in  the 

Financial  markets  have  been 
on  top  for  so  long  that  the 
owners  of  some  tangible  assets 
are  turning  them  into 
financial  assets. 


CPI,  with  a  meager  5%  weighting,  this  mea- 
sure would  have  averaged  4.9%  instead,  creat- 
ing a  very  different  set  of  expectations  than 
exist  today.  I  am  not  trying  to  argue  for  the 
inclusion  of  stock  prices  in  the  cpi,  but 
merely  pointing  out  that  there  is  a  chronic 
confrontation  between  tangible  and  financial 
assets  for  a  place  in  investors'  portfolios. 
The  outcome  has  a  big  impact  on  how  we 
view  inflation. 

Recently,  the  confrontation  between  tangi- 
ble and  financial  assets  is  showing  some  signs 
of  breaking  down.  Financial  markets  have 
been  on  top  for  so  long  that  the  owners  of 


some  tangible  assets  are  turning  them  into 
financial  assets.  I'm  talking  about  the  prolif- 
eration of  REITS — turning  real  estate  into 
stock.  My  guess  is  that  this  conversion  of 
bricks  and  mortar  into  stocks  and  bonds  is 
still  in  its  infancy. 

In  short,  we  have  had  plenty  of  inflation 
lately,  but  it  has  been  the  good  kind,  not  the 
bad.  For  now  I  wouldn't  be  surprised  to  see 
the  market  correct  for  the  spectacular  gains  we 
have  experienced,  but  the  worst  I  see  is  a  10% 
to  12%  risk  from  the  peak  reached  on  Aug.  6 
at  960  for  the  s&P  500  and  8259  for  the  Dow 
Jones.  More  likely  the  market  will  be  unset- 
tled and  choppy  for  several  months,  experi- 
encing higher  volatility  and  rapid  rotation  of 
group  leadership. 

How  to  play  this  market.'  Chasing  these 
short-term  moves  will  be  frustrating  and  haz- 
ardous for  your  financial  health.  This  is  not  a 
time  to  be  a  momentum  investor  or  to  specu- 
late on  story  stocks.  But  the  bull  market  is 
only  a  bit  winded,  not  dying,  so  I  continue  to 
recommend  REITs,  and  my  favorite  three  are 
Cresent  Real  Estate  (36,  PAH),  Patriot  Ameri- 
can (26,  CEl)  and  Public  Storage  (28,  psa).  I 
still  like  Freeport  McMoRan  Copper  &  Gold 
(26 — A  shares,  fcx/a)  and  MCN  Enerjjy  Group 
(31,  MCN).  All  of  these  stocks  have  been  rec 
ommended  in  previous  columns  except  MCN, 
which  deserves  some  elaboration  since  it  is 
not  particularly  well-known. 

The  best  way  to  think  about  MCN  is  as  two 
distinct  entities.  One  is  a  slow-growing  regu- 
lated natural  gas  distribution  business  in 
Michigan  that  is  providing  the  cash  to  ftmd 
the  growth  of  the  other,  which  is  an  unregu 
lated  exploration  and  development  effort  The 
unregulated  segment  has  experienced  consid- 
erable success  in  building  reserves  and  is  prin- 
cipally responsible  for  the  company's  stellar 
earnings  performance.  Over  the  last  five  years 
MCN  has  grown  its  earnings  at  an  average 
18.8%  rate,  despite  the  fact  that  natural  gas 
prices  have  been  essentially  flat. 

The  stock  sells  at  a  discount  to  the  market 
based  on  consensus  earnings  estimates  of 
$1.85  for  this  year  and  $2.05  for  1998.  1 
think  that  these  estimates  will  prove  conserva- 
tive. What's  more,  mcn's  earnings  growth  rate 
of  12%  is  faster  than  the  market,  and  the  stock 
provides  a  generous  3.1%  dividend  yield.      Vl 
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Wheire  are  the  analysts'  yachts! 
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BY  MARTIN  SOSNOFF 
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in  New  Yorl<  and  author 
of  Silent  Investor, 
Silent  Loser. 


Security  analysis  is  a  fool's  game.  You  are 
always  on  the  outside  looking  in.  Major  com- 
panies don't  let  analysts  see  much  more  than 
the  Serbs  showed  the  Red  Cross  in  Sarajevo. 
The  technology  of  information  dissemination 
favors  the  guy  who  gives  the  press  conference 
or  issues  the  fax. 

The  only  good  thing  you  can  say  about  the 
financial  information  highway  is  that  it's  even- 
handed  to  the  point  where  the  consensus  vari- 
ance on  earnings,  Coca-Cola's,  for  example, 
was  hardly  more  than  a  penny.  All  the  analysts 
agreed — and  were  wrong  together. 

Almost  40  years  ago,  my  mentor  as  a  young 
securities  analyst  was  a  wonderful  man,  Dick 
Fant,  who  died  before  his  time.  "Never,"  he 
insisted,  "believe  more  than  half  of  what  you 
hear,  and  don't  take  notes  while  you're  inter- 
viewing management.  Look  into  their  eyes 
and  they  may  tell  you  more  than  they  intend- 
ed." Since  then,  all  my  field  work  is  to  get  to 
know  managements,  particularly  when  they 
are  under  pressure. 

Thus  I  met  with  almost  every  bank  president 
in  New  York  during  the  autumn  of  1990  to 
confirm  that  they  had  lost  their  bearings  on 
commercial  real  estate  loans  but  the  Federal 
Reserve  Board  would  keep  them  alive.  The 
next  quarter's  earnings  be  damned.  That's  how 
you  gain  the  nerve  to  play  the  "darkness  before 
dawn"  theme.  It  was  like  Soros  looking  into 
the  eyes  of  the  Italian  prime  minister  on  the 
eve  of  devaluation  and  seeing  nothing  but  fear. 

The  hardest  part  of  playing  the  darkest- 
before-dawn  routine  is  the  determination  of 
whether  the  corporation  belching  black  blood 
can  make  it  through  the  night.  Citicorp, 
which  was  trading  at  $10  a  share  back  when, 
did  make  it,  and  so  did  IBM  when  it  was  at  20. 
I'm  not  so  sure  about  Apple  Computer  or 
Donald  Trump's  casinos. 

The  point  is  that  you  don't  make  money  by 
following  the  consensus.  You  make  it  by 
doing  the  things  that  are  hardest  to  do  and 
socially  unacceptable.  For  years,  gaming 
casino  properties  sold  for  10  times  earnings, 
at  4  to  5  times  cash  flow.  Bugsy  Siegel's 
bullet-tarnished  corpse  was  imprinted  on  the 
public's  consciousness,  and  money  managers 
chose  not  to  ruffle  the  sensitivities  of  clients 
until  establishment  operators  like  Hilton  and 
Holiday  Inns  appLed  for  gaming  licenses. 


Today  pirime  gaming  properties  sell  at 
growth  stock  valuations. 

The  capacity  to  configure  a  property  is  way 
beyond  Wall  Street's  myopic  12-month  look- 
see.  Larry  Tisch  bought  oil  tankers  from 
Exxon  and  its  ilk  for  scrap  value,  warehoused 
'em  for  five  years  and  cashed  in.  While  The 
Street  fretted  over  impending  cutbacks  in 
defense  spending,  Buffett  bought  a  piece  of 
General  Dynamics.  Warren  perceived  GD  as  a 
property  in  liquidation  selling  at  half  its 
breakup  value. 

Buffett,  Kirk  Kerkorian  and  Tisch  swing 
ahead  of  the  facts,  not  after  them.  Whenever 
my  analysts  parrot  back  to  me  what  they  just 
heard  on  a  corporate  conference  call  with  200 
of  their  brethren,  my  response  is:  Tell  me 
what  everyone's  going  to  think  a  year  out. 
Unfortunately,  I  get  no  answers. 

All  of  Wall  Street's  research  on  IBM  and  GM 
is  focused  on  predicting  earnings  over  the 
next  12  months  and  relating  it  to  the  stock 
price.  Boatioads  of  analysts  fail  miserably,  year 
after  year,  because  they  fiimble  the  reductive 

It  pays  to  watch  how 

savvy  businessmen  invest  their 

stock  market  money. 


step.  Take  GM.  For  years,  while  analysts  wor- 
ried about  next  quarter  earnings,  the  real 
question  was:  When  can  GM  again  make  cars 
as  cheaply  as  its  competitors  can.''  And  with 
IBM — not  what  will  PC  sales  be  next  quarter 
but  how  soon,  if  ever,  can  it  get  its  cost  struc- 
ture down  to  competitive  levels?  Only  by  con- 
centrating on  these  questions  can  you  catch 
the  big  sviings  in  stock  prices. 

It  pays  to  watch  how  savvy  businessmen 
invest  their  stock  market  money.  Kirk  Kerkori- 
an bought  almost  10%  of  Chrysler's  capitaliza- 
tion at  under  $10  on  the  eve  of  its  1992  new 
model  introductions.  Chrysler  had  an  iffy  bal- 
ance sheet  and  a  negative  analyst  consensus.  By 
year-end,  Chrysler  ticked  at  $36  and  re-entered 
the  analysts'  universe  after  appreciating  250%. 

We  are  talking  about  a  chessboard  where 
the  pieces  move  at  changeable  speeds  and  in 
markedly  varied  ranges.  When  the  blow-dried 
anchorperson  on  the  1 1  o'clock  news  tells  you 
the  market  rose  or  fell  100  points,  you  have 
learned  absolutely  nothing.  ^M 
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Grouth  in  \thicle  sales  in  Western 
Europe  and  North  America  has  leveled  off, 
and  the  competition  is  fierce.  Ah,  but  Asia: 
so  many  people,  so  few  cars.  Sales  in  the 
emerging  markets  pushed  near  6  million  last 
year  and  are  expected  to  nearly  double  that 
in  the  next  ten  years.  That's  6  million  more 
cars  up  for  grabs  and  everybody  crowding  in 
to  get  them. 

What's  the  rush,  fellows.' 

Getting  in  early  doesn't  always  meaning  fin- 
ishing first.  The  Europeans  were  in  the  U.S. 
well  before  the  Japanese,  but  who  sells  more 
new  cars  now.'  Ford  opened  Spain,  but  now 
Ford  is  just  another  player  there. 

My  point  is  simply  this:  If  the  carmakers 
look  to  Asia  for  a  quick  fix  for  overcapacity 
problems  and  excessive  competition,  they  are 
in  for  a  shock. 

Thailand:  A  currency  collapse  has  smacked 
the  market  in  what  was  Asia's  automotive  hot 
spot.  A  12%-to-25%  sales  slump  is  predicted 
for  Thailand  from  the  589,000  vehicles  (55% 
pickups)  sold  last  year.  Competition  is  fierce, 
with  small,  new  Asian  cars  from  Honda  and 
Toyota,  and  new  big  plants  going  up  despite 
the  crash,  for  companies  such  as  General 
Motors  and  Ford. 

China:  Sales  last  year  of  1,530,000  vehicles 
apparently  were  down  a  bit  from  the  year 
before,  with  car  sales  up  byt  truck  sales 
down.  The  market  smells  of  overcapacity. 
Says  a  DRi/McGraw  Hill  study:  "In  order  to 
win  coveted  central  government  backing  by 
producing  150,000  units  or  more,  produc- 
tion has  substantially  overshot  demand,  a 
fierce  price  war  has  resulted  and  stock  levels 
have  shot  up."  Chrysler,  which  has  been  in 
China  longer  than  other  Western  companies, 
closed  a  China  office  (just  the  office,  not 
the  factory  known  as  Beijing  Jeep).  Demand 
in  China  in  recent  years  has  been  sluggish, 
but  by  developed  world  standards,  the  pas- 
senger car  market  continues  to  show  very 
high  growth,  but  well  below  expectations," 
said  the  study. 

The  Philippines:  This  was  to  be  the  next 
Asian  hot  spot,  but  the  market  is  small: 
165,000  units  last  year.  The  Japanese 
automakers  dominate  sales  and  manufacturing 


and  are  increasing  capacity.  Sales  this  year 
aren't  expected  to  grow,  and  currency  prob- 
lems in  the  area  spell  trouble.  Defaults  on  car 
loans  are  growing  and  the  banks  are  reducing 
car  financing. 

Indonesia:  Light-vehicle  sales  of  332,000 
in  1996  fell  13%  from  1995,  and  were  expect- 
ed to  climb  this  year.  But  the  currency  woes 
might  change  that.  What's  more,  Korean  car- 
makers cut  deals  with  the  ruling  family  to 
give  them  special  advantages,  which  has 
angered  both  the  Japanese,  who  own  90%  of 
the  market,  and  the  Americans  who  have 
ambitions. 

Korea:  Economic  growth  is  slowing,  bad 
loans  are  increasing  and  the  currency  is  sink- 
ing. Local  vehicle  sales  were  off  14%  in  the 
first  four  months,  so  it  looks  like  a  down  year. 
One  manufacturer,  Kia,  which  has  been  the 

Getting  in  early 
doesn't  always  mean 
finishing  first. 


number  two  producer,  is  in  serious  trouble. 
Some  2.8  million  vehicles  were  built  in  Korea 
last  year  and  1 .65  million  sold  locally. 

Korea  keeps  foreign  carmakers  out  for  the 
most  part,  so  the  slump  won't  hurt  Detroit 
directly.  Indirectly,  however,  it  means  the 
Koreans  will  be  pushing  more  cars  abroad, 
making  it  harder  for  everyone  else  to  make  a 
buck  in  Asian  markets. 

Taiwan:  Car  and  truck  sales  fell  15%,  to 
459,000,  and  could  fall  again  this  year.  Satura- 
tion of  the  market  and  the  roads  could  be  the 
problem.  Ford  is  a  major  player  in  the  car 
market  here,  with  20%  of  last  year's  364,000 
car  sales. 

India:  Everybody  wants  a  piece  of  the 
action.  Car  and  truck  sales  doubled  between 
1990  and  1996,  but  the  total  last  year  was  still 
only  700,000  vehicles,  including  322,000  cars 
(about  two  weeks'  sales  in  the  U.S.).  One 
manufacturer,  Maruti,  half-owned  by  Suzuki 
of  Japan,  accounted  for  75%  of  India's  car 
production. 

But  look  who's  crowding  in  on  this  still- 
tiny  market:  Ford  and  GM;  Daewoo  and 
Hyundai;  Fiat,  Peugeot,  Mercedes,  BMW, 
Skoda  (the  Czech  unit  of  Volkswagen)  and 
Mitsubishi.  Nobody  wants  to  miss  the  bus, 
with  the  result  that  they  may  end  up  swamp- 
ing the  bus. 

Yeah,  Asia's  a  potentially  huge  market.  But 
I  suspect  that  some  of  those  new  billion-dollar 
plants  are  going  to  spout  red  ink  for  a  long 
time  to  come.  ^M 
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Salman  Rushdie  anxiously  awaited  a  phone  call. 
No,  it  had  nothing  to  do  with  the  death  sentence 
the  Iranian  fanatics  have  imposed  upon  him. 

Proud  oapa 


By  Shailaja  Neelakantan 


MUSINGS 


Independent 
India  turned  50 
this  summer,  and  so  did  author 
Salman  Rushdie.  When  we  inter- 
viewed him  recently  in  Manhattan  he 
was  focused  on  both  anniversaries — 
his  own  and  that  of  his  native  land, 
whose  birth  he  celebrated  in  his  splen- 
did 1981  novel  Midni£ihfs  Children. 

"It's  serious,  50  is  serious,"  says 
Rushdie  somberly.  "It  tells  you 
there  may  not  be  that  much  time.  It 
makes  you  conscious  of  that,  but 
that's  constructive." 

Rushdie,  of  course,  already  had  a 
fair  amount  to  be  anxious 
about,  courtesy  of  the 
death  sentence  pro- 
nounced upon  him  by  the 
fanatical  AyatoUah  Khome- 
ini in  1989  for  his  book. 
The  Satanic  Verses.  Rushdie 
has  lived  in  hiding  in  the 
United  Kingdom  since, 
protected  around  the 
clock.  When  he  does  get 
out,  as  he  did  during  his 
recent  visit  to  New  York, 
every  reservation  must  be 
made  under  a  false  name. 

We  are  meeting  in  New 
York  City,  two  fellow  Indi- 
ans, long  residents  abroad, 
yet  feeling  a  common 
bond.  He  looks  rumpled 
in  a  literary  sort  of  way,  in 
blue  T  shirt,  baggy  pants 
and  red  shoes.  We  are 
speaking  quietly.  "Nobody 
talks  like  this  in  India," 
smiles  Rushdie.  "They 
either  shout  or  whisper." 
We  both  pause,  exchange  a 
knowing  look  and  say 
almost  in  unison:  "More 
likely  shout." 

He  goes  on:  "India  is 
one  of  those  odd  places 
where  there  is  no  middle 


register,  there  are  only  extremes." 
Including  extremes  of  wealth  and 
poverty.  American  liberals  like  to 
bemoan  what  they  see  as  a  growing 
gap  here  between  the  rich  and  those 
just  getting  by,  but  they  don't  have  a 
clue  as  to  how  wide  that  gap  can  get. 
India  is  developing  fast,  becoming 
richer  by  the  day,  but  at  least  half  the 
population  is  left  way  behind.  "If 
there  was  a  failure  of  trickle-down 
economic  theory  in  any  country,  it 
was  India,"  he  says.  "There  is  a  cliche 
about  Bombay:  the  hovel  and  the 
high-rise.  There  are  people  who  live 


Booker  Prize-winning  author  Salman  Rushdie 

"I'm  not  waiting  for  Iran  to  liand  me  bacit  my  freedom 


on  the  40th  floor  and  come  down ' 
only  to  get  into  their  chauffeur- 
driven  cars  and  go  on  to  another  ele- 
vator and  up  to  another  40th  floor. 
Then  there  is  the  humanity  that  lives 
in  the  gutter." 

The  gutter,  of  course,  is  a  breeding 
ground  for  demagoguery.  India  is  so 
rich  in  demagoguery  that  its  suppos- 
edly secularist  government  has  bowed 
to  Iranian  pressure  and  prevents 
Rushdie  from  returning  home. 

Though  Muslim,  his  parents 
remained  in  Bombay  rather  than  flee 
to  Pakistan  in  1947  when  British 
India  was  split  into  Islamic  Pakistan 
and  predominantly  Hindu  India.  The 
resulting  exchange  of  population  led 
to  the  deaths — by  violence  or  dis- 
ease— of  at  least  500,000  people. 

Oddly,  Rushdie,  bigotry's  victim, 
believes  that  Islamic  fundamentalism 
is  more  benign  than  it  appears.  "It's 
a  mistake  in  the  West  to  think  that 
when  the  mullahs  speak  they  speak 
with  the  'true'  voice  of  Islam,  and 
that  dissidents  are  a  minor- 
ity. There  is  a  liberal  voice 
in  these  [Islamic]  cultures 
saying  ...  modernize." 

Rushdie  is  not  about  to 
go  around  cringing.  "I'm 
not  waiting  for  the  Irani- 
ans to  hand  me  back  my 
freedom — it  was  never 
theirs  to  take  away."  He 
has  just  married  for  the 
third  time,  to  Elizabeth 
West,  the  mother  of  his  3- 
month-old  baby,  and  with 
whom  he  has  recently 
coedited  an  anthology  of 
Indian  writing  titled  Mir- 
rorwork.  "Of  course  there 
is  a  need  for  caution,  but 
it's  one  thing  to  be  cau- 
tious and  another  to  hide 
under  the  bed." 

Just  then  the  cell  phone 
rings.  Rushdie  jumps.  The 
news  is  good.  His  son  got 
into  the  college  of  his 
choice.  (Rushdie  won't  say 
which  one  for  security  rea- 
sons.) Suddenly  the  literary 
figure  is  just  another  proud 
papa.  "Thank  God,  two 
years  of  tension  are  over," 
he  says,  wiping  his  brow  in 
mock  relief.  ^ 
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In  spite  of  the  fact  that  they  do  much  harm  and  little 
good,  unions  have  a  sentimental  appeal  to  Americans. 

In  love  with 
the  Teamsters? 


By  Dan  Seligman 


SAYS  WHO? 


Can  it  be?  In 
the  UPS  strike  the 
American  people  were  solidh'  behind 
that  god-a\\'fLil  union?  If  so — and  the 
polls  showed  huge  majorities  sup- 
porting the  Teamsters — we  glumly 
conclude  that  the  people  are  simply 
never  going  to  get  it.  They  remain 
persistently  unable  to  see  unions  as 
economists  see  them. 

Also  not  getting  it  are  the  media 
drumbeaters,  led  by  the  New  York 
Times,  that  have  lately  been  celebrat- 
ing an  alleged  comeback  by  the  .\FL- 
CIO.  One  reads  that  the  Sweeneyites 
have  hugely  expanded  their  organiz- 
ing budget.  That  they  are  suddenly 
finding  support  on  the  campuses, 
some  of  which  now  encourage  pro- 
union  "teach-ins."  That  on  Labor 
Day  weekend,  the  unions  honey- 
fogled  (not  the  Times'  word)  numer- 
ous priests,  ministers  and  rabbis  into 
allowing  both  porkchoppers  and 
actual  workers  to  participate  in  the 
services  and  say  nice  things  about  the 
cause.  The  story  line  is  that,  after 
years  of  decline  and  disfavor,  the 
unions  are  again  on  the  march. 

Everyone  agrees  that  the  comeback 
trail  would  be  a  long  one.  The  union 
share  of  the  labor  force  right  now  is 
at  historically  low  levels:  probably  less 
than  15%  of  all  workers,  only  around 
10%  of  private-sector  workers.  Pro- 
fessor Leo  Troy  of  Rutgers  believes 
that  the  private-sector  figure  will  be 
around  7%  in  2000,  just  about  where 
it  was  in  1900,  and  marvels  at  the 
"symmetry"  of  history. 

A  lot  of  Americans  look  at  details 
like  these  and  say  a  union  revival  is 
long  overdue.  An  alternative  view, 
not  necessarily  dominant  in  Congress 
as  one  taps  it  out  on  this  keyboard, 
holds  that  the  present  period  would 
be  a  great  time  to  rethink  the  federal 


initiatives  that  got  the  unions  going 
in  the  first  place. 

Does  anybody  nowadays  take  seri- 
ously the  stated  reasons  for  official 
encouragement  of  collective  bargain- 
ing? The  logic  of  the  Wagner  Act  was 
that  unions  were  needed  to  shift 
resources  from  capital  to  labor  and 
thereby  increase  purchasing  power,  all 
of  which  would  jump-start  a 
depressed  economy.  This  is  why,  in 
language  that  lingers  anachronistical- 
ly  on  the  books  today,  it  is  "the  policy 
of  the  United  States"  to  encourage 
collective  bargaining. 

The  Wagner  Act's  logic  makes  no 
sense  today.  We  do  not  have  a 
depressed  economy,  and  economists 
have  known  for  many  decades  that 
unions  do  not  increase  employees' 
share  of  national  income,  which  has 
remained,  media  breast-beating 
about  lagging  wages  notwithstand- 
ing, at  around  70%  over  many 
decades.  In  the  present  weak-union 
period,  employee  compensation  is 
running  at  72%.  The  current  per- 
spective on  collective  bargaining,  as 
crisply  summarized  by  Morgan 
Reynolds  of  Texas  A&M,  is  that 
"unions  are  simply  cartels  that  raise 
wages  above  competitive  levels  by 
capturing  monopolies  over  whom 
companies  can  hire  and  what  they 
must  pay." 

Belonging  to  a  union  is  a  good 
deal  for  the  same  reason  that  belong- 
ing to  any  cartel  is  a  good  deal: 
because  you  earn  more  than  the  com- 
petitive rate.  Econometric  studies 
generally  show  this  "union  premium" 
to  be  something  like  10%  to  15% 
above  the  market  rate.  But,  of  course, 
employers  caught  in  this  situation  will 
scramble  desperately  to  hold  down 
.the  size  of  their  work  forces,  and  this 
process  has  unfortunate  implications. 


One  is  that  employers  overinvest  in 
labor-saving  machinery  forcing 
union-sector  workers  into  the  lower 
paying  nonunion  sector.  Another  is 
that  the  overall  economy  is  shrunk  by 
the  resource  misallocation  implied  by 
excessive  mechanization. 

In  trying  to  explain  why  most 
Americans  supported  the  Teamsters 
over  UPS,  reporters  kept  mentioning 
their  positive  feelings  for  the  drivers 
who  pick  up  and  deliver  their  pack- 
ages. This  explanation  seems  plausi- 
ble, but,  if  true,  it  is  evidence  of  a 
large  confijsion  in  the  public's  collec- 
tive dome:  a  confusion  about  the 
"consumer  sovereignty"  issue. 

Look  at  it  this  way:  In  a  competi- 
tive economy,  the  consumer  is  sover- 
eign and  the  company  is  merely  an 
intermediary  responding  to  market 
imperatives.  Prices  and  products  are 
determined  not  by  executive  decision 
makers  but  by  customers.  An  impli- 
cation of  this  perspective  is  that  you, 
the  guy  getting  his  package  picked  up 
by  the  man  in  brown,  are  the  ulti- 
mate employer. 

So  why,  Mr.  and  Ms.  Consumer, 
do  you  want  to  hire  members  of  a 
cartel?  Why  do  you  wish  to  encour- 
age monopoly  arrangements  among 
folks  you  have  to  deal  with?  Why  not 
visit  your  local  college  campus  and 
find  out  what  serious  economists 
think  about  unions? 

But  watch  out  for  teach-ins.       ^M 
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Did  you  say 
evangelical 
Eptscopalians? 
Yep.  And 
with  an  ex- 
McKinseyite 
leading  the 
flock. 


Filling  the  God-hole 


(■flit: 


By  Susan  Lee 

The  parish  hall  of  St  BartJiol- 
omew's — a  supergrand  Episcopal 
church  in  midtown  Manhattan:  As 
you  would  expect,  the  crowd  is  well- 
tailored,  affluent-appearing,  adult. 
But  as  you  would  most  probably  not 
expect  in  this  haut-bourgeois  temple, 
the  crowd  is  swaying,  waving  their 
arms,  fluttering  their  hands  and 
singing  about  Jesus. 

This  is  an  Alpha  course  meeting — 
a  charismatic  Christian  program 
designed,  quite  literally,  to  bring 
people  off  the  street  and  into 
church.  And  I  mean  charismatic. 
During  the  ten  meetings  that  make 
up  an  Alpha  course,  people  discuss 
things  like  the  laying  on  of  hands 
and  speaking  in  tongues  right  along 
with  traditional  topics  like  the  exis- 
tence of  evil. 

Staunch  old  Episcopalian  J. P. 
Morgan  would  definitely  not  have 
felt  at  home  here.  Not  with  group  prayer,  a 
premium  on  hugging  and  talk  about  the 
transformative  experience  of  allowing  God  in 
one's  life. 

When  my  group  gathered  around  the  ner- 
vous first  recipient  of  our  laying  on  of  hands, 
stiff  was  too  weak  a  description.  But  awk- 
wardness evaporated  the  moment  we  put  our 
fingers  lightly  on  her  shoulders.  My  group 
was  a  mixture  of  cynics,  careerists,  students, 
believers  and  the  merely  curious.  But  by  the 
time  we  prayed  over  the  last  person,  cynics 
and  believers  alike,  we  were  one  gooey  mess. 
A  nice  gooey  mess. 

Intrigued  and  impressed,  I  tracked  down 
the  person  just  designated  to  run  the  Alpha 
movement  in  North  America.  He's  as  unlike- 
ly a  charismatic  as  St.  Bart's  is  an  unlikely 
venue.  He's  Alistair  Hanna,  a  23-year  veteran 
of  McKinsey  &  Co.  Before  Hanna  left:  Mc- 
Kinsey  in  July,  he  was  a  director  and  the 
manager  of  the  Stamford,  Conn,  office. 

A  surprising  background  for  a  charismatic 
evangelist.  But  Hanna  isn't  too  different 
from  the  thousands  of  people  who  have  been 
attracted  to  the  Alpha  movement.  People 
who  either  have  become  disaffected  from 
their  churches  or  just  plain  feel  something 
missing  in  tli^ir  busy  lives — a  "God-shaped 
hole"  in  Alpha-ese. 
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Hanna,  who  is  low-key  in  the  extreme  and 
a  self-described  wimp,  was  not  a  sudden  con- 
vert. "In  my  case,  the  transformation  seems 
to  be  a  slower  process,"  he  says.  "God  hasn't 
made  me  perfect  overnight — I'd  probably 
have  a  nervous  breakdown." 

Hanna  grew  up  as  a  Protestant  in  Belfast 
and  stopped  going  to  church  at  age  18.  He 
didn't  go  again  for  20  years.  In  between  he 
got  a  Ph.D.  in  nuclear  physics  and  an  M.B.A. 
(from  Harvard),  joined  McKinsey  and  mar- 
ried Nancy  Hanna — "when  Nancy  went  to 
church,  I  would  sit  out  in  the  car  and  read 
the  newspaper,"  he  says. 

Nancy's  interest  in  religion  became  even 
more  serious.  In  1986  she  was  ordained  in 
the  Episcopal  church  and  became  a  priest  in 
Scarborough,  N.Y.  Alistair  had  by  now  start- 
ed edging  back  into  rehgion.  The  Hannas 
started  holding  a  prayer  group  in  their 
home.  Says  Hanna,  "I  found  myself  praying 
out  loud,  something  I  never  thought  I 
would  do." 

When  Hanna  says  that  his  conversion  was 
slow,  he  means  slow.  Five  years  passed. 
Hanna  was  now  46.  As  he  tells  it,  "I  was 
lying  in  bed  when  I  heard  a  very  clear  mes- 
sage that  I  should  be  doing  something  differ- 
ent. It  was  really  weird.  I  thought  it  was  a 
voice.  I  felt  as  though  I  had  been  spoken  to 
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pv  an  external  agent." 

nVas  it  God?"  I  ask. 
:   "I  thought  it  was  God's  voice,  but  over 
ime,  I  began  to  think  it  was  probably  a 
Iream,"  says  Hanna. 

Hanna  continued  at  McKinsey,  but  the 
iream,  or  whatever  it  was,  stayed  with  him. 
-our  more  years  passed.  He  and  Nana,'  were 
i\ing  in  London  on  business.  Their  neigh- 
borhood church,  Holy  Trinity  Brompton, 
.vas  the  home  of  the  Alpha  movement.  Soon 
le  and  Nancy  were  knee -deep  in  Alpha. 

Hanna,  however,  remained  a  management 
:onsultant.  When  the  couple  returned  to 
Xew  York,  Nancy  started  an  Alpha  move- 
ment here. 

The  first  conference,  held  at  St.  Bart's,  was 
a  success,  and  this  being  an  evangelical 
endeavor,  it  quickly  caught  fire.  VVhy  not 
spread  it  across  North  America?  Hanna  vol- 
unteered his  consulting  services. 

He  didn't  know  it,  but  he  was  about  to 
plunge  all  the  way  in.  In  October  1996 
Hanna  met  with  Nickv'  Gumbel,  one  of  the 
people  credited  with  propelling  the  Alpha 
movement  in  the  U.K.  In  the  midst  of  their 
conversation  Gumbel  came  out  with:  "Ali, 
we  want  you  to  run  it." 

Somewhat  to  his  surprise,  Hanna  accepted 
right  on  the  spot.  "I  could  hardly  beheve  that 
I  was  saying  yes,  but  I  did." 

"That  voice  again?"  I  ask. 

"Yeah,"  Hanna  says,  "It  all  seemed  to  fit. 
But  I  was  still  surprised  to  hear  myself 
agree." 

I  can't  resist:  "Maybe  what  is  surprising  is 
that  it  took  you  five  years  to  trust  that  voice 
you  so  distinctly  heard." 

Hanna  is  ready  for  that.  "But  you  know," 
he  says,  "Paul  was  14  years  before  he  went 
on  his  major  ministry.  Jesus  was  32  before  he 
went  out  on  his  ministry." 

I  press  on:  "But  we  don't  know  what  Paul 
or  Jesus  were  doing  during  those  years;  they 
may  have  been  stepping  out  in  faith  the 
whole  time  .  .  .  while  you  were  earning  a  mil- 
lion bucks  a  year  in  Stamford." 

Hanna:  "I  was  a  wimp.  There's  no  argu- 
ment on  that." 

I  don't  let  him  off  the  hook.  "Maybe,"  I 
wonder,  "you're  having  a  midlife  crisis;  did 
your  consulting  work  feel  stale?" 

"Oh,  no,"  he  answers  immediately.  "I  was 
working  on  a  research  effort  to  investigate 
how  forces  in  the  global  economy  are  chang- 
ing the  way  industries  are  structured."  Here, 
Hanna  races  off  into  a  lecture  on  computers 
and  markets.  At  the  seven-minute  point,  I 
wrest  the  talk  back  to  Alpha — obviously  this 
guy  isn't  feehng  blah  about  his  work. 


In  fact,  when  I  ask  him  about  his  plans  for 
Alpha — splat! — he  plops  a  36-page  McKin- 
sey-style  study  on  the  table.  Charts  and  bar 
graphs,  but  instead  of  sales  and  profits,  the 
categories  deal  with  prayer  and  miracles. 

Alpha,  by  the  way,  is  an  ecumenical  effort; 
"It  is  nondenominational,"  says  Hanna,  "in 
the  sense  that  all  that's  required  is  to  accept 
the  core  Christian  beliefs — ^that  Jesus  was  the 
Son  of  God  and  that  he  died  to  redeem 
people."  No  complicated  theology  here. 
That's  the  whole  point:  Stop  being  coolly 
cerebral.  Unbutton  your  lips  and  stretch  out 
your  arms. 

It  works.  I  can  testify  to  that.  There  were 
about  72  people  at  the  meeting  I  went  to — 
29  of  whom  actually  joined  St.  Bart's  at  the 
end  of  the  course.  Indeed,  it  even  worked  for 
litde  old  snobby  me.  Wlien  I  agreed  to  go  to 
the  meeting,  I  warned  my  inviter  that  I 
would  positively,  absolutely  not  stand  up  to 
sing  some  mushy  song  about  Jesus.  No  way. 

There  I  was  singing  and  smiling,  waving 
my  arms  and  fiuttering  my  hands. 

Well,  the  guts  of  Alpha  may  belong  in  the 
fluffy  category,  but  Hanna's  strategy  is  hard- 
headed.  He  expects  to  reach  some  8  million 
to  10  million  people  in  three  years.  "That's 
a  17.5%  market  share — which  would  be 
pretty  good,"  he  says,  referring  to  the 
300,000  churches  in  the  U.S.  Actually,  it's 
way  ambitious  considering  that  the  move- 
ment is  relatively  new  here  and  in  other 
countries — the  U.K.,  where  it  started; 
Japan;  Hong  Kong;  Peru;  Croatia — and  so 
far  has  reached  fewer  than  500,000  people 
in  the  past  five  years. 

Seven  million  people  in  five  years  is  also 
way  ambitious  given  declining  membership 
in  mainstream  churches  in  the  U.S.  Over 
.70%  of  the  300,000  churches  are  ailing.  But, 
as  Hanna  points  out,  86  million  people 
don't  go  to  church  at  all — "The  biggest 
denomination  is  the  group  that  doesn't  go," 
he  says. 

There's  something  very  entrepreneurial 
about  the  whole  effort.  On  one  hand, 
Hanna's  grand  plans.  On  the  other  hand,  the 
present  reality — a  budget  of  $250,000  (he 
isn't  taking  a  salary)  and  a  staff  of  5  in  one 
shabby  room  at  St.  Bart's.  At  McKinsey,  his 
staff  numbered  almost  100  and  they  occu- 
pied 35,000  square  feet. 

"I've  always  had  a  relationship  with  God  at 
some  level,"  Hanna  says.  "But  I've  felt  that  I 
wasn't  living  up  to  the  level  of  dedication 
that  God  might  require.  Now  I'm  on  the 
path  God  would  like  me  to  be  on.  Obviously, 
I'm  no  giant  of  the  faith,  but  God  is  develop- 
ing me."  Hi 
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Call  us  today;  800-266-8211 

Merrill,  Scott  &  Associates 

http://www.merrillscott.com 


BUSINESS  PROOUCIS 


Logo  Tattoos!! 


GET  A  COLLEGE  DEGRF 
IN  27  DAYS 

BS/MS/MBA/PhD.,  etc.  Includil 
graduation  ring,  transcri|| 
diploma.  Yes,  it's  real,  leg: 
guaranteed  and  accredite] 
1-800-689-8647, 24/hours. 


COLLEGE  DEGREE 

BACHB.0R'S  ■  master's  '  DOCTOflA' 

For  Work.  Lite  and  Acadornic  Expanam 

Earn  your  degree  Ihrougr 
convenient  home  study' 

(800)  423-3244  ex.  It 
Fax:    (310)471-6456 

send  detailed  resixrie  lor  fwe  tviLUAU 

Pacific  Western  Universiti 

1210  Auahl  Street.  Oepl.lK.  Honolulu.  HI  96814-49Z> 
http://www.pwu-hi.edu 


Send  for  a 


FREE 
CATALOG 


of  business  books  for  sole 


Write  to:    Free  Business  Catalog 

U.S.  Government  Printing  Office 
Office  of  Marketing — Stop  SM 
Washington.  DC  20401 


Fbrbes 

CAPITALIST    TOOL* 


•REACH  THE  AFFLUENT* 


jrbes 


GIHSIOmS 


ISTMENT  GEMSTONES 
TlANTEED  I.IQL  IDITY!! 

Ve  bu>  &  irll  Diamond:! 
I  all  Precious  Gemstones. 
irhotesale  catalog  since  1%7! 
4emtbfr:  Jewelers  Board  of 
t  A  Chembtr  of  Commerce. 

HOI  SE  OF  ONYX 
I  St..  GrwnMlle,  K\  AIMS 
-3100  or  FAX  50:338-9605 


1 


THE  AMERICAN  HEAJiT 

ASSdlATlON 
MEMORIAL  PROCRAM 

1-800-242-8721 


iwtcan  H*arl  Auoclotlon  ^m 

ipoce  P'oviaeo  as  a  Dubtlc  service 


Classified 


BOOKyAUIHORS/PUBLISHERS 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED 

Fiction,  Biography, 

Religious,  Poetrv,  Children's 

AUTHORS  WORLtJWIDE  INVITED. 

WWl^  0«  StNC  'OUS  WANUSCBiPT  TO 

MINERVA  PRESS 

3  Old  BROv»ton  eOAD,  .ONOON  SW7  30Q, 


[XtCUTlGIFIS 


Back  pain? 


Based  on  the  Alexander 

Technique.  PosturEvolution  is  not 

simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 

And  good  posture  can  lead 

to  immediate  comfort  and  to 

lasting  relief. 


BUSINESS  OPPORTUNillES 


I  MADE  OVER  S1,000,000 
LAST  YEAR  ... 

...  In  A  Zero  Stress,  Relaxed,  Ideal 
Lifestyle,  Simple,  Home-Based 
Business!  Now  I  Want  To  Teach  2 
Highly  Motivated  People  In  Your 
Area  My  "Turn-Key"  System.  Free 
Info-Pak  -  (800)  582-5745, 24  Hrs 


INTERNET  GOLDMINE 


Hake  over  $100,000  your  1st  Year! 

Guaranteed  HOMTNLY  PAYOUTS 
LOW  START-UP*  Not  Hum-LEVEL 

iiwt^ 


-met 


INCORPORATE  IN  DELAWARE 


SpeotiEts  in  sgtftxi  ^)  MiMn  Corporations.  Gararai.  AMt, 
Boot  &  Shdf  Corporations.  Gri  or  wrtte  fn  our  flfCF  KW. 


351ISl*aalel!il,#10»B«WlnngRiii.DE  US*  19810 
302-477-9800  •  8OO-32)-C0«'»  FM  302-477-981 ) 
ai(pOdalrag.aini  •  lil«wl:  http://iMreg.uini 


$35(),(KK^H-  Potential 
Annually  FROM  HOME 

$350K  and  more  possible  annually  fn)Tn  one-time 
Stan  up  of  less  than  $  lOK.  $75Kpoicnua)  1st  few 
months,  One  year  old.  global  company, 
break-through  product  and  profit  structure.  Work 
from  wherever  you  have  phone,  fax.  No  inventory 
or  selling  expencncc  required.  No  meetings,  not 
MLM  Call  nov.— 1-80(W32-0018  x2776  for  24 
hour  2  minute  message. 


FRANCHISING 


Franchise 

your  business! 

Call  for  Information  about 

Franchlae  Your  Bualnasa'    aamlntrt, 

or  Information  on  franchising. 

Francorp'   ,, 

SptcitHHt  In  fr$ncni»*  D*v»lopm»ni  '"  ° 

1  -eOO-FRANCHISE  ( 1 .800-372.g244)  ^ 


WINE  CELLARS 


Wineceilars 
Humidors 


Factory  Dipect  to  Ybu 


Beautiful  burl  root  humidors  for  75  '\ 

cigars  only  $169,  includes  humidi-   -  ^J^ 
fier,  solution  kit  and  hygrcmeter-a      ^^H 
$100  value!  Other  models  for  up 
to  250  cigars  with  a  mirror- 
like  poly/lacquer  finish  and  , 
brass  locksels.  Display 
units  with  2  glass  doors  & 
electric  humidifier-holds  1500  cigars 
only  $1395  and  custom  walk-ins  hold  millions! 

47  Delux0  Wineceilars.  24  bottle  cellars  from 
$229,  handmade  wood  cellars  for  60  to  3400 
bottles,  cooling  units,  custom  racks  and  cellars. 

Call  for  a  free  catalog  800/777-8466 
www.vlnotemp.com 


17631  S.  Susana  Rd.  Rancho  Dominguez,  CA 


RACECAR  DRIVING  SCHOOL 


Rlctiar4  Pttty  Brivlni  faptrlMW* 

r,  a.Mil.ibie  /i:.ir  roiimi  n  Aili'ii.-i,  Ch.ji.orie,  Las  Vegas, 
and  Walt  Disney  World  Speedway.  5  courses  to 

choose  from  with  rides  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 

hSOO'BE'PETTY 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 

CALL  OR  FAX  LINOA  LOREN  (212)  260-0620  or  FAX  (212)  260-8183 

e-mail:  lloren@forbes.coni 


Change  goes  in. 
Change  comes  out. 

Year-round,  The  Salvation  Army  takes  the  money  you  give  and  uses  it  to  make 
wonderful  changes  all  over  the  country.  Last  year  alone,  we  assisted  over  26  million  individuals 

in  a  variety  of  ways.  We  supplied  food  to  the  hungry,  clothing  and  shelter  for  the  homeless, 

sent  children  to  summer  camp,  provided  relief  for  disaster  victims  across  the  country,  and  much 

more.  Of  course,  we  can't  make  our  contribution  without  yours.  So  give  to  The  Salvation 

Army  now  and  throughout  the  year.  We  promise,  you'll  get  change  back. 


NEED  KNOWS  NO  SEASON. 

www.salvationarmyusa.org 


EOinO  BY  DERO  A.  SAUNDERS 


The  Mendota 
concrete  bridge 
near  Ft.  Snelling, 
Minn,  had  a  total 
length  of  4,119 
feet  and  included 
13  spans  of  304 
feet  each. 


"The  more  things  change..." 
70  years  ago  in  Forbes 

I  From  the  issue  of  Oct.  1,  1927) 
"Just  over  100  years  ago  Joseph 
.\spdin,  a  bricklayer  of  Leeds, 
England,  discovered  that  when  he 
burned  a  mixture  of  lime  carbonate 
and  clay  at  a  high  temperature,  the 
resulting  vitrified  material,  if  ground, 
resulted  in  a  cement  far  superior  to 
anything  then  in  use.  To  this  he  gave 
the  name  'Portland  Cement,'  because 
when  hardened  its  yellowish  gray  color 
resembles  stone  fi-om  the  famous 
quarries  of  the  Isle  of  Portland." 

"Cotton  prices  have  nearly  doubled 
since  the  first  of  the  year.  The  advance 
between  January  1  and  the  last 
Government's  estimate  aggregated 
nearly  $60  a  bale.  Over  half  of  this  gain 
was  made  after  the  first  of  August." 

60  years  ago 

(From  the  issue  of  Oct.  1,  1937) 
"I've  often  wished  we  had  an  imag- 
ination serum  that  might  be  injected 
into  what  we  call  'finance.'  Think  of 
what  it  would  mean  if  we  could 
infect  our  financial  leaders  with  this 
vision-virus  and  find  them  suddenly 
expanded  mentally  with  the  imagina- 
tion Wall  Street  so  badly  needs." 
-General  Motors'  Charles  F.  Kettering 

"Businessmen's  minds  become 
gigantic  question  marks  as  stock  mar- 
ket breaks  badly  and  continues  unset- 
tled, bringing  unpleasant  reminders  of 
the  market's  state  eight  years  ago. 
Summer  optimism  about  Fall  business 
evaporates  as  Industry  asks:  How 
good  a  prophet  is  the  stock  market.''" 


50  years  ago 

(From  the  issue  of  Oct.  1,  1947) 
"Fourth  quarter  outlook  is  for 
more  of  the  same — more  resentment 
over  high  prices  and  ineffective  talk 
and  prosecutions  to  bring  them 
down,  more  wrangling  with  Russia, 
more  boom  conditions  shadowed  by 
fears  of  a  bust  not  too  far  ahead." 

"Disturbing  trend:  In  the  past  18 
months  aggregate  personal  debt  out- 
standing has  shot  up  more  than  $11 
billion,  adding  a  third  to  the  total  at 
the  end  of  1945.  This  abrupt  rise  is 
unparalleled  in  the  records  of  per- 
sonal debt  statistics." 

25  years  ago 

(From  the  issue  of  Oct.  1,  1972) 
"Since  the  mid-Sixties  Japan  feast- 
ed on  world  trade,  biting  into  juicy 
markets,  chewing  up  competitors 
and  wajhing  it  all  down  with  cas- 
cades of  foreign  exchange.  But  the 
feast  is  almost  over.  It's  time  for 
Japan  to  push  itself  away  from  the 
trade  table. 

"Japan  earned  her  prosperity,  with 
hard  work,  high-quality  goods,  and 
low  prices.  But  the  question  is  not 
one  of  value  or  of  justice,  but  of 
simple  self-interest:  Japanese  pros- 
perity is  threatening  the  prosperity 
of  both  the  U.S.  and  Western 
Europe.  The  Europeans  are  deter- 
mined to  keep  Japan  out.  The 
Americans  have  forced  a  17%  revalu- 
ation on  the  yen." 

"So  you  read  about  dock  strikes  and 
.wildly  inflationary  labor  setdements 
and    government   vacillation    over 


there,  and  you  conclude  that  our 
British  cousins  no  longer  know  how 
to  manage  their  economic  affairs. 
Well,  ponder  this:  Britain's  Rolls- 
Royce  went  broke  about  the  same 
time  Penn  Central  did.  Both  events 
nearly  touched  off  panics.  But  Rolls- 
Royce  is  nearly  back  on  its  feet.  It 
just  reported  a  pretax  profit  for  the 
first  ten  months  of  1971  and  is  about 
to  make  a  first  payment  to  unsecured 
creditors  of  15  cents  on  the  dollar. 
In  the  end,  there  may  even  be  some- 
thing for  common  stockholders." 

10  years  ago 

(From  the  issue  of  Oct.  5,  1987) 
"Not  so  long  ago  a  genuine  billion- 
aire was  a  rarity,  a  legend: 
Rockefeller,  Getty,  Gulbenkian — 
even  children  knew  the  names.  But 
today,  thanks  to  inflation  and  a 
tremendous  expansion  in  world  out- 
put, billion-dollar  fortunes  are  blos- 
soming almost  everywhere.  Forbes 
counts  145  genuine  billionaires  and 
billionaire  families  in  the  world.  Add 
their  estates  and  you  get  a  figure 
approaching  half  a  trillion  dollars." 


U.K.  real  estate  magnate  Lord  Grosvenor. 


"Gerald    Cavendish    Grosvenor, 

now  35,  has  controlled  one  of  the 
world's  largest  property  empires 
since  he  was  27.  As  the  sixth  Duke  of 
Westminster,  he  is  the  wealthiest 
landowner  in  Britain  save  the 
Queen.  The  family's  estate  was  once 
a  snipe  bog,  received  by  Sir  Thomas 
Grosvenor  when  he  married  in 
1677.  Today  it  includes  300  valuable 
acres  in  London's  West  End,  includ- 
ing Belgravia  and  Mayfair,  the  fash- 
ionable neighborhoods  near  Hyde 
Park,  Buckingham  Palace  and 
Victoria  Station."  WM 
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thou£hts@forbes.coin 
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If  people  always  lived  in 
the  same  place  and  kept 
doin£i  the  same  things,  it 
mi£fht  not  be  necessary  to 
keep  on  advertising  month 
after  month,  year  after 
year.  But  they  don't.  Part 
of  America's  market  dies 
daily  and  a  new  part  takes 
its  place.  Families  change 
not  only  their  living  habits 
but  their  buyin£f  habits. 
Today's  pay  envelope  is 
not  spent  exactly  as  the 
pay  envelope  of  five  years 
a^o.  As  Barron  G.  Collier 
says,  "Each  year  2.5  million 
babies  start  their  earthly 
careers;  1.25  million  couples 
decide  that  two  can  live  as 
cheaply  as  one;  1.4  million 
people  shake  off  this 
^mortal  coil. ' " 

-B.C.  Forbes 


A  Text  .  .  . 

But  seek  ye  first 
the  Kingdom  of  God, 
and  his  righteousness; 
and  all  these  things 
shall  be  added 
unto  you. 
-Matthew  6:33 


Sent  in  by  Cotter  Vaughn, 
Indianapolis,  Ind.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


Man  believes  that  the  world 
itself  is  filled  with  beauty; 
he  forgets  that  it  is  he  who 
has  created  it.  He  alone  has 
bestowed  beauty  upon  the 
world — alas!  only  a  very 
human,  an  all  too  human 
beauty. 
-Nietzsche 

A  little  beauty  is  preferable 

to  much  wealth. 

-Sa'Di 

The  beauty  myth  moves  for 
men  as  a  mirage:  Its  power 
lies  in  its  ever-receding 
nature.  When  the  gap  is 
closed,  the  lover  embraces 
only  his  own  disillusion. 
-Naomi  Wolf 

The  beauty  who  does  not  look 
surprised,  who  accepts  her 
position  as  her  due,  reminds 
us  too  much  of  a  prima  donna. 

-E.M.  FORSTER 


Anything  in  any  way  beautifiil 
derives  its  beauty  ft-om  it- 
self, and  asks  nothing  beyond 
itself  Praise  is  not  part 
of  it,  for  nothing  is  made 
worse  or  better  by  praise. 
-Marcus  Aurelius 

Things  are  beautiful 
if  you  love  them. 
-Jean  Anouilh 

Oh,  what  1  vileness  human 

beauty  is, 
Corroding  and  corrupting 

everything  it  touches! 
-Euripides 

There  is  certainly  no  exact 
standard  of  beauty.  That 
precisely  is  what  makes  its 
pursuit  so  interesting. 
-John  Kenneth  Galbraith 


A  thing  of  beauty  is 

a  joy  forever; 
Its  loveliness  increases; 

it  will  never 
Pass  into  nothingness. 
-John  Keats 

Beauty  in  distress  is  much 
the  most  affecting  beauty. 
-Edmund  Burke 


The  "Thoughts"  three-volume  txixed  set  and  individ- 
ual volumes,  no//  out  of  print,  have  t)een  replaced  by 
Forbes  Book  of  Quotations:  Thoughts  on  the  Business 
of  Life,  a  new  one-volume  deluxe  edition  with  more 
than  900  pages  and  14,000  quotes.  The  price  is  only 
$40.00,  plus  $3.50  shipping  and  $1.00  per  item  han- 
dling (add  applicable  sales  tax). 

Still  available:  the  Thoughts  Screen  Saverkx  PC 
{Windows  3/"  diskette),  for  $19.95. 
To  order,  please  call  toll-free,  1-80(^76-6556. 


I  have  found  that  all  ugly 
things  are  made  by  those 
who  strive  to  make  something 
beautiful,  and  that  all 
beautifial  things  are  made 
by  those  who  strive  to 
make  something  useful. 
-Oscar  Wilde 

Beauty,  though  injurious, 

hath  strange  power, 
After  offence  returning 

to  regain 
Love  once  possessed. 
-John  Milton 

It  is  generally  a  femi- 
nine eye  that  first 
detects  the  moral 
deficiencies  hidden 
under  the  "dear  deceit" 
of  beauty. 
-George  Eliot 
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In    1996,     LG    invested    over    US$9    billion    to    grow    its    business. 


We  put  people  first. 


Sequoia*  stand  as  a  testament  to  nature's  power  to  create  life  and  growth. 

But  sometimes  nature  needs  a  little  kelp.  Tkafs  wky  LG  Ckemical  researckers  like  Dr.  Park  kave  created 
Eutropirf;'  a  kiosj'ntketic  kuman  growtk  kormone  tkat's  kelping  ckddren  witk  growtk  disorders  overcome  tke 

disakdity  tkat  nature  dealt  tkem.  ^^ 

Our  many  otker  tecknologically  sopkisticated  products  include  one-time  programmakle  microcontroller 

units,  ISDN-compatdjle  videoconferencing  systems,  and  digital  mokile  telecommunication  systems. 

Tkese  products  enrick  tke  lives- of  tke  people  wko  use  tkem.  But  none  gives  us  as  muck  pride  and  joy  as 

Dr.  Park's  miraculous  work.  jO^      _ 

Now,  wkat  can  we  do  for  you?  ^^ 

http: //wuw  .  Ig  .  CO  .  kr/ 


Feel  the  supple  leather,  the  hand-finished  wood 
and  the  freshly  laid  asphalt. 


'  ■r^$  - 


It's  difficult  to  say  which  sensation  is  the  most  pleasing  in  the  newly  restyled  Lincoln  Continental.  Is  it  the  feeling  of  being 
surrounded  by  plush  leather  trim  and  classic  bird's-eye  maple?  Or  the  feeling  of  confidently  carving  your  way  through  a  favorite 

i  LINCOLN 


m  m  ^' 


rn,  with  an  athletic  32-valve  InTech"  V-8  at  your  disposal  Either  way,  maybe  you  should  consider  getting  your  hands  on  the  new 
Dnt-wheel-drive  Continental.  For  more  information  visit  www.lincolnvehicles.com  or  call  1  800  446-8888. 


rhe 


new  Continental  from  Lincoln.  What  a  luxury  car  should  be. 


^ething*s  wrohig^ 
requent  flyer  perks  can*t 
makeI^  through  customs. 


United  has  formed  a  jjlobal  paKnership  with  loadin<>-  airlines  around 
the  world.  Its  called  the  Star  Allianee  and  it  assures  that  il  you're  a  Mileaf»e 
Plus*='  Premier®  member  with  us  you  j^et  special  privileges  with  them.  .\ir' 
Canada.  Lulthansa,  SAS  and  THAI.  .No  matter  whieh  one  you  lly.  you'll 
always  j»et  miles  that  eount  toward  your  Premier  status  on  I'nlted.  Compared 
to  the  rest  o!  the  industry.  United  is  headinj>"  in  a  dil'lei-ent  direelion. 


IVil/i  United  Airlines  I'lemiei 
Ciiril.  ynti'll fiel  itediealed 
elierl,  in\.  heal  .seals  ill  tiil<ihle 
II  nd  inireiised  lerels  i>J  senile. 


ii'ill  liiii'e  aeeess  to  seleeled 
III  I  ill  nee  riirriers '  lounftes 
anyiiliere  in  the  iioiid  wrfly. 


(■  filled  Airlines  .sereiees  fire 
eontinents  -Asia.  Europe. 
Aiislrnliii.  Xiirlli  Anierirn. 
iind  Soiilli  Aineririi. 


^9AP 


ill'"""":::::;::;....! 


^JU4^  04361423  6 
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SURLINQAME 

T6-fiJ7 

L0WRY 


'  FROM  KINGS  TO  SLAVES,  HERE'S  WHO  MAKES  WHAT  TODAYS 

rnOW  MANY  MICROSOFT  CENTIMILLIQNAIRES?  ANSWER  INSITIF 

'  HIGH  TECH'S  CAN'T-MISS-SURE-THING-EASY-MQNEY  PLAV^ 


m^HUi 


w  > 


Ned  knows  his  A  Advantage®  number    ,     .z 

■:,'  '„  j  >■ « ,    - 
'     .^,  isRF35610.   ^n$ij'lfe      -:../ 

.»  »-  *  mr      »■■*  ■  •.  ■ 


\\Ti\  does  Marie  know  so  much?  Because  she  uses 
A'Access  -  the  American  Airlines  Interactive 
Travel  Network  .  available  on  the  web  or  with 
Personal  A*Access "  software. 

W  ith  .\.\ccess. Marie  can  manage  herMd\antage 
account  right  from  her  computer  Which  includes 
tracking  her  .\.\dvantage  miles  from  flights,  hotel 
sta\s  and  rental  cars.  Booking  and  purchasing 
tickets.  Looking  up  flight  information.  .\nd  using 
the  new  .\.\dvantage  Locator  Map.  which  helps 


Marie  icnews  she's  AAdvaniage  member 
2NC0284.  She  currently  has  a  total 
of  134,788  AAdvantage  miles,  and 
only  needs  9,028  more  this  year  to 

u 

maintain  AAdvantage  Gold®  status. 

She  recently  earned  4,345  miles  on  a 

sales  trip.  And  she  and  her  boyfriend, 

Hal,  used  50,000  miles  when  she  took 

him  to  meet  her  parents  in  Chicago. 

Oh  yeah,  she  also  knows  how  to 

change  the  address  on  her  AAdvantage 

account  (say,  when  she  gets  married) 

should  the  need  ever  arise.*  Not  that 

she's  holding  her  breath,  Hal. 


AAccess 


timtmmMimtn&l 
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Marie  find  ways  to  earn  extra  A,\dvantage  miles 
when  tra\eling.  She  can  also  check  out  low  Net 
Sv^ver  Fares "  as  well  as  special  .\Ad\antage  pro- 
motions. Like  the  one  going  on  now.  where  you 
earn  up  to  500  bonus  miles  for  e\cr>  round  trip 
on  American  and  American  Eagle  booked  using 
AAccess  and  completed  by  the  end  of  the  year 
So  visit  ;^!I\ccess  via  the  Web'on  the  Internet.  Or, 
for  a  Windows'-based  link  to  American  Airlines, 
_    call  for  our  Personals 


AmericanAiriines 


For  Imcrnel  users.  .44creA'^  tia  the  Web  is  located  at  ww^'.americanair.coin  To  i>r<Jcr  IWsonal .A^Access  for  vour  PC.  call  1-800-AACCESS  (222-23T7). 


•Chanfic  of  addrcMi  fcaturr  available  fall  l^W     Amcritan  Airlines.  AA(Jvanu)tc.'.  AAtlx-aniaiiw:  i'Mlti  and  Aiiktk an  1-jh'*'  -ir*'  rrniMcix-d  irjdtm.irk-  jnd  \.U<.ts.s   VuHTnan  Virlini-  liutnitim.  Ir-iMi  Ntiwnrk  I\tmhi.iI  VAict-x'.  Net  saA^xt  i 
and  AAtifvs  via  the  *fb  aa-  iradcnurio.  of  American  Airlino,  Ini  Amcncan  liagk- 1>  Anu-riian  >  n-Kional  Jirlinc  avMKriali-  Anwrican  Airiino  a'M.T\x->  iht  ng\\i  lo  chantR-  .\Ad^  aniaitc  pniRram  ruk-s.  rrKulafions. 
travel  awarOh  and  s|K(.ial  orrcr>  at  any  lime  witlh>iii  notice,  and  to  end  the  AAdvantaite  proiiram  with  mx  monlh>  nmice Windows  i>  a  rrgiMea-d  iradeniarfc  u(  .Micn>»ori  Cuqx>raiion 


^      GREAT!  YOU  SAVED  $10 
JPI        ON  THE  COMMISSION 
BUT  THE  SHARE  PRICE  WENT  UP 
3  POINTS  WHILE  YOU   WAITED. 


e.schwfab 

online  nmesting 


"-  ■"fga  "d 


WITH  e. SCHWAB,  YOUR 

MARKET  ORDER  IS  CONFIRMED 

ALMOST  IMMEDIATELY. 


Immediate  confirmations  on  most  market  orders  ♦  state-of- 
the-art  technology  ♦  currently  handling  over  2  million 
transactions  per  hour  ♦  help  7  days  a  week  ♦  100  free  real- 
time quotes,  plus  100  more  with  each  stock  trade  ♦  free 
news  and  research  on  the  Web  ♦  good  attitude,  also  free 
♦  trade  Nasdaq,  NYSE  stocks,  mutual  funds,  options  and 
bonds  ♦  use  our  software  or  the  Web  ♦  manage  your  whole 
portfolio  with  a  few  clicks  ♦    all  this  for  $29.95  per  stock  trade. 


OPEN  YOUR 

ACCOUNT  NOW  FOR 

COMPLIMENTARY 

SOFTWARE  AND  A 

SPECIAL  BONUS 

WORTH  OVER  $140. 

1-800-e. Schwab 

ext.  104 


$29.93  per  trail  up  to  IftOO  shares-  .03  per  share  thereafter  $5,000  account  minimum  and  a  $5  monthly  account  minimum Jee  may  apply  if  2  commissionahle  trades  are  not  made  in 
■previous  12  months.  Person -to -person  services  exceeding  limitations  may  also  incur  $5  Jee.  Software,  shipping  and  handling  jee  oj  $6.95,  not  applicable  for  branch  account  openings. 
©1997  Charles  Schwab  &  Co.,  Inc   All  rights  reserved  Member  SIPC/NYSE.  (10/97) 


WWW.  Schwab,  com 


liS,"9.. 


CharlesSchwab 


The  Way  It  Should  Be. 


The  size  of  the  serein  is  misleading- 
this  is  not  a  laptop. 


KJJ  HEWLETT 


IrboK 


ies 


^slmtop  PC 


Mjcfosoft 


Micfost^i 


"«*«««'      PcS-Xd 


1£F 
Cbnfacte 


"i-ge^ 


actual   size 


So  exactly  where  does  a  palmtop  end  and 


laptop     begin?     Introducing  the   HP  320LX  palmtop  PC.  With 


HP  320LX  Palmtop  PC 

FROU$599' 


a  640  X  240  VGA  screen,  it's  the  widest  of  any 


handheld  PC.   Six  inches.   And  it's  the  first 


palmtop   with   Microsoft®  Windows®   CE    and 


a  built-in  CompactFlash  card  slot  for  removable  memory  storage. 


You  can  pull  the  4MB  HP  320LX  palmtop  PC 


from  your  pocket   and   instantly   check   and 


send  e-mail,  hop  on  the  Internet  or  consult 


Easy  synchronization  with 
your  deslitop  PC 


E-mail  and  Internet  access  via 
Type  II  PC  Card  Modem 


Direct  printing  capabilities 
through  infrared  connection 


CompactFlash  card  slot  for 
removable  memory  storage 


4MB  memory 


your  calendar  — all  without  lugging  around   a   laptop.   An   energy- 


saving  backlit  screen  allows  hours  of  operation,  and  the  standard 
Designed  for 

docking   cradle   lets   you   easily   synchronize   your 


Microsoft"       Windows   CE   applications  with   their  Windows   95   and 
Windows'CE 


Windows*'  NT   counterparts.   See  more:   www.hp.com/handheld 


Better   products,   better   productivity. 


WhSl  HEWLETT* 

mL'nM  Packard 
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you 


r  work  fast,  and  easy...  j 
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Introducing  Digital  Mavica . 

The  World's  First  3.5"  Floppy  Disk  Digital  Camera 


Presentations 


New  on  the  market! 


IP  qni 


~sa-   TT-'ayrita'jIl 


iiiiwamimiiiiiin 


.  Iloiuclow  n 
Realty  I 


Annual  Sales  of  Roses  by  Color 


'k 


Kose  Valley  Comptuty 

Databases/ 
Spreadsheets 


Documents/ 
Publications 

From  internal  newsletters  to  company  reports,  wherever  there's  a  story  to 
tell,  you  can  tell  it  better  with  pictures  taken  with  a  Sony  Digital  Mavica. 

Digital  Mavica  is  compatible'  with  Windows'"  3. 1 /Windows^  95/ 
Windows  NT''  4.0  or  Mac'"  OS  System  7.5. 


©  1997  Sony  Electronics  Inc.  Reproduction  in  v     ilp  or  in  part  without  written  permission  is  prohibited.  All  rights  reserved.  Sony,  Mavica,  Imagine  That.  On  a  Floppy,  and 
Shoot!  Store!  Show!  are  trademarks  of  Sony,  MiCc    ■       PowerPoint,  Excel  and  Windows  are  trademari<s  of  Microsoft  Corporation,  Mac  OS  is  a  trademark  of  Apple  Computer. 

1.  Continuous  recording  (tO-second  intervals  witti  flash  off)  2  Some  systems  may  require  supplied  ArcSoft^"  software 


'®i 


V 


^v. 


e/ 


With  Sony's  new 
Digital  Mavica'  Still 
Camera,  adding  pic- 


SHOOT! 


Point  and  shoot! 


and  a  built-in  flasin  and 
self-timer.  Five  Camera 
Mode  Settings  allow  con- 


tures  and  images  to  make 
professional  looking  docu- 
ments has  never  been  easier. 

Digital  Mavica  records  on  a  stan- 
dard computer  floppy  so  you  can 
pJay  it  back  on  virtually  any  PC. 
No  more  hassles  with^ 
cables,  interfaces 
or  drivers. 

Finally,  a  Digital  Still  Camera 
with  Real  Camera  Features 

ike  a  10x  power  zoom  lens  with 
1"  macro  capabilities  and  auto- 
focus,   auto-white  balance  and 

auto-iris 
for  proper 
exposure 

10-to-1  ZCX)M  LENS 


trol  of  prevailing  light  conditions: 

•  Portrait  •  Landscape 

•  Beach  and  Ski  •  Sports 

•  Sunset  and  Moon 


STORE! 


Never   miss   a    sh^t!       A  single  disk  can 

,  store  up  to  40  images! 

Sony's    InfoLithium  ™ 

I 

Rechargeable  Battery  allows 


resolution  or  up  to  40  standard  res- 
olution images  in  24  bit  color,  fi40  x 

480  (VGA)  JPEG  format.  | 

I 

Slip  the  floppy  into  a  PC  and 

watch    the    work    come 

/ 

alive.    Digital  Mavica 


is    compatible''    with 

Windows  "^'S.l/Windows® 
95  /Windows   NT '"4.0   or 


Mac'"     OS     System     7.5.     Add 


images   to    your   spreadsheets 

up  to  500  continuous  s^c4s' with  a      newsletters,    Websites    or 

^  ^  *  _ 
single  charge  as  it  powers  a  large 


any 


2.5"  color  LCD  screen  for  compos- 
ing, monitoring  and  playback. 


popular  imping  software.  Digital 
Mavica  also  corne^with  ArcSoft 

PhotoStudio  for  creativevoptions 

\ 

to  manipulate  images,   add^ext 


Digital  Mavica  is  compatible 
with  virtually  any  PC.  It 
uses  universally  compatible  high       If  you   can   picture   it  on   a, 

density   3.5"   standard   computer 

floppies  that  can  hold  up  to  20  high      your  work! 


and  change  backgrounds. 


floppy,    you    can    see    it    in  | 


m  V 

MKWISOIT^.  » 

SM:  Mac  OS 


«    r    «    n    r    T 


tudio 


rag". 

M^ 

i^'i^ 

w$ 

'^^ 


SHOW! 


Watch  your  work 
come  alive! 


Digital  Mavica' 

Imagine  That.  On  a  Floppy. 
wwvtf.sony.com/mavica 


'SMA  05  defined  by  the  U.S.  Bureau  of  the  Census.  Ml  services  nol  currently  available  in  all  cities.  Fortune  500  is  a  registered  trademark  of  Time.  Inc. 


All  our 
All  our 
All  our 
All  our 
All  our 
All  our 
All  our 
All  our 
All  our 
All  our 


agents 
agents 
agents 
agents 
agents 
agents 
agents 
agents 
agents 
agents 


are  busy, 
are  busy, 
are  busy, 
are  busy, 
are  busy, 
are  busy, 
are  busy, 
are  busy, 
are  busy, 
are  busy. 


We'll  be  with  you 
We'll  be  with  you 
We'll  be  with  you 
We'll  be  with  you 
We'll  be  with  you 
We'll  be  with  you 
We'll  be  with  you 
We'll  be  with  you 
We'll  be  with  you 
We'll  be  witkA70u 


shortly, 
shortly, 
shortly, 
shortly, 
shortly 
shortly, 
shortly, 
shortly, 
shortly, 
shortly. 


AND  THEY  HAVE  THE  NERVE  TO  CALL  IT 
LOCAL  PHONE  SERVICE. 


^^i^fV^ 


Don't  watt  for  your  local  phone 

company  to  change.  change  your 

local  phone  company  to  tcg.® 

TCG  is  the  other  local  phone  company, 
the  responsive  one — the  country's  largest 
competitive  local  exchange  company,  operating 
in  57*  major  markets  and  serving  Fortune  500® 
companies  and  companies  of  all  sizes  since  1985. 
TCG  offers  unsurpassed  reliability,  with  99.99+% 
uptime,  supported  by  24-hour,  7-day-a-week, 
proactive   network   monitoring   that   eliminates 


problems  before  you  even  become  aware  of  them. 
And  all  our  voice,  data,  video  and  Internet  services 
are  delivered  via  the  latest  digital  and  fiber-optic 
technology.  TCG  brings  a  customer-first  attitude 
to  serving  your  business.  You'll  receive  more 
attention  and  quicker  repairs.  We  can  design  a 
telecommunications  system  to  fit  your  business, 
and  we'll  do  it  at  competitive  rates  that  can 
result  in  immediate  savings.  To  find  out  how  we 
can  help  your  business,  call  1-800-889-4TCG,  or 
visit  our  web-site  at  www.tcg.com. 


©1997  Teleport  Communications  Group  Inc. 
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Cover  Story:  Technology's  Richest 

("^  Introduction  The  Digital  Man  cometh,  and  he  cometh 
W  /   with  pockets  overflowing.  Herewith  a  Hst  of  technol- 
ogy's richest,  fat  cats  who  are  way  overpaid,  high  tech's  unique 
take  on  philanthropy,  and  even  what  the  common  man  makes. 


Q"T  None  of  Your  Business!  When  high  tech  companies 
^/  /   go  public,  the  winners  are  big  news.  But  in  the  infor- 
mation age,  private  fortunes  are  still  a  hot  topic.  Ignoring  the 
"private  only"  signs,  we've  done  some  nosing  around  among 
the  deep-pocketed  discreet. 


58 


Technology's  Richest  100  Sure,  there  are  Gates 
the  Great  and  Grove  the  Grand.  But  let's  not  forget 


90 


the  other  98  nabobs  at  the  top  of 
an  exalted  class.  Adjusting  for  infla- 
tion, they're  the  richest  mammals 
ever  to  walk  the  planet.  Meet  the 
megamoguls. 

7Q  ^^^"  ^^''^^  ^^^^  ^^^  ^^^ 

/  ^^  The  new  math  of  technol- 
ogy's golden  age  lets  inept  leader- 
ship do  very  well  while  doing  very 
badly.  Hiring  the  handicapped  is 
a  noble  goal,  but  do  we  need  to 
include  CEOs  without  a  clue? 
By  Michelle  Jeffers 

QH  Givin'  It  All  Away  New 

O  I  Money  may  feel  less  of  the 
old  noblesse  oblige,  but  high  tech 
winners — the  newest  money  of 
all — are  no  slackers  when  it 
comes  to  charity. 
By  Michelle  Jeffers 


QQ  You  Know  You're  Rich 

Ow  when ...  If  you  sell  a  used  car  and  it  happens  to  be  a 
one-of-a-kind  Bugatti,  or  order  $2,500  suits  and  still  don't 
care  how  you  look,  you're  probably  high  enough  on  the 
money  ladder  to  worry  about  nosebleeds.  By  Owen  Edwards 

Q  C  The  Biggest  Easy  People  pay  big  bucks  to  attend 
%J^0  conferences  on  here-today-gone-tomorrow  technology. 
Just  ask  Richard  Shaffer,  who  made  a  bundle  organizing 
conferences  on  pen  computing.  By  Paul  Franson 


Who  Makes  What?  Not  everybody  gets  rich  in  soft- 
ware, hardware,  and  the  Internet — it  just  seems  that 
way.  The  action  is  in  stock  options, 
of  course,  but  salaries  still  matter. 
From  five  figures  to  seven  and  up, 
here's  what  the  troops  are  paid. 


FEATURES 


A  /'  Case  Study:  Steel  Edge  Big 

■  w  steel  is  all  about  cauldrons  of 
molten  metal  and  beefy  guys  in  asbes- 
tos suits,  right?  So  how  come  Gallatin 
Steel  in  Kentucky  is  run  from  a  room 
that  looks  like  NASA's  mission  con- 
trol center?  By  David  H.  Freedman 


100 


PR  Finds  a  Cool  New 
Tool  The  rumor-rife  Inter- 
net can  be  a  chamber  of  horrors  for 
corporations.  But  top  spin  doctors 
have  discovered  that  the  Internet  is  a 
great  place  for  their  messages  too. 
By  Richard  Rapaport 


•4H  ^  Q&A:Joe  Costello  Mergers 


and  acquisitions  can  be  a 
magic  formula  for  success  or  a  tragic  tale  of  mismatched  mar- 
riages. The  CEO  of  Cadence  talks  "how  to"  and  "how  not  to." 

"I-I  Q  Lightspeed  Trap  Ahead  Once  upon  a  time,  186,000 

I   I  w  miles  per  second  seemed  kinda  quick.  Now  it's 
proving  so  slow  that  a  crisis  of  information  systems  threatens 
industry  progress.  Vast  fortunes  await  the  high  tech  hot  rod- 
ders who  can  boost  the  gigahertz  horsepower. 
By  George  Gilder 
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BUT  WOULD   HE   SHORT   INTEL? 

Just  as  Einstein's  absolute  speed  of  light  overthrew 

the  paradigms  of  physical  time  and  space,  so  the  lightspeed  barrier 

today  subverts  the  paradigms  of  time  and  space  in 

semiconductor  chips,  computer  systems,  and  the  Internet. 

-George  Gilder  Starting  on  page  118    , 


DEPARTMENTS 


•4  Q  Editor's  Letter:  To  Hell  with  Apple!   Technology  has  a 
I  O  new  Orson  Welles,  and  he  just  made  a  deal  with  Dirty 
Harry.  How  will  Netscape  navigate  through  this  one? 
By  Rich  Karlgaard 


16 


Letters  to  ASAP 


^  A  The  Big  Picture: 
^^  The  Lessons 
of  Email  Deceit  Email 
fools  people.  It  forces 
us  to  be  better,  more 
skeptical  readers. 
By  Virginia  Postrel 

OQ  Particles  and 
^  y  Waves  Tales  and 
trends  that  add  velocity 
to  the  digital  revolution: 
Angels  bring  pennies 
from  heaven,  and  an 
emailer's  voice  gets  lost 
in  cyberspace. 

Oil  E-Commerce: 
Ot"  Microsoft  Pulling 
into  Push's  Fast  Lane 

Push  technology  is  win- 
ning the  Web.  Or  is  it? 
Many  companies  are 
playing  the  wait-and-see 
game  until  Microsoft 
enters  the  market. 
By  Mark  Halper 


A-H  E-Money:  There's  a  Pony  In  There  Know  what  to 

■   I  do  when  the  market  is  "gapped  up"?  Don't  worry, 

neither  do  the  traders.  Until  now,  that  is.  New  data-mining 

software  and  smart  but  cranky  neural  nets  can  predict  the 

market's  next  move.  By  Michael  Gianturco 

-|  O  Q  Editorial  Index  People  are  known  by  the 

I  ibw  company  they  keep.  A  business  magazine  is 
known  by  the  companies  it  covers.  Forbes  ASAP's  list 
of  those  we  mention  and  where  you  can  reach  them  on 
the  World  Wide  Web. 


-4  QO  Legends:  Vint  Cerf  From  techie  teen  to  MCI  exec, 

I  %J^  Vint  Cerf  has  always  had  a  mind  for  machines.  If 
high  tech  ever  had  a  hero,  he's  it.  And  this  father  of  the 
Internet  isn't  finished  yet.  By  Anthony  Brandt 


H  Q  yl  The  Value  Chain: 
I  Ot  Is  the  Internet 
Good  for  Democracy? 

With  the  world  on  our 
desktops,  time,  space  and 
distance  become  irrelevant. 
As  our  physical  and  tem- 
poral frameworks  continue 
to  crumble,  our  political 
ones  will  weaken  as  well. 
By  William  Davidow 

H  Q"7  Mores:  The 
I  O  /  Menu-Driven 

Life  The  point-and-click 
simplicity  of  personal 
computing  only  goes  so 
far.  When  you  start  wish- 
ing you  could  repaginate 
your  real  life,  you  know 
you  need  a  reality  check. 
By  Owen  Edwards 

-4  il  A  The  Peters 
I  T"V/ Principles: 
Hong  Kong  Has  No  Soul! 

An  eleven-hour  flight  to 
the  eleventh  hour  of  the 
economic  explosion.  And 
you  thought  jet  lag  was 
bad.  By  Tom  Peters 
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Illustration   by   Steve   Brodner 


THE 

DOCUMENT 

COMPANY 

XEROX 


Hey,  wait  a  minute,  you  could  easUy  pay 
that  mucii  for  black  &  wWte. 


I     ^p         The  Xerox  OociiPrinI  C55  is  the  first  fully  featured  color 
I     ^^^     laser  printer  at  a  breakthrough  price.  Now,  networked 
l^b     jI^  ofTices  can  truly  afTord  to  add  the  impact  of 
eolor  to  any  document. 

Besides  the  price,  many  of  the  innovative  features 
offered  in  the  DocuIYint  C55  are  also  breakthroughs. 
With  an  embedded  Web  server,  you  can  remotely  access 
and  manage  printers  via  the  Internet  And  our  exclusive 
Pax  Friendly'"  option  converts  colors  to  patterns  of 
black  &  w  hite,  so  now  they're  readable  when  faxed. 
Even  the  footprint  of  the  Xerox  DocuPrint  C55  is  a         estimaied 


breakthrough.  It's  the  smallest  printer  of  its  kind-up  to  40% 
smaller  than  comparable  color  laser  printers.  It  prints  at  3  pages  per 
minute  for  color,  and  12  for  black  &  white.  And  it  prints 
at  600  dpi,  so  you  can  get  world-class  performance. 

The  DocuPrint  C55  is  just  one  of  a  full  line  of 
network  laser  printers  from  Xerox,  available  through 
your  local  computer  reseller. 

Considering  the  DocuPrint  C55's  very  affordable 
price  and  ingenious  features,  now's  the  time  to  call 
Xerox  at  1-800-34-XEROX,  ext.  2969.  Or  you  can  visit 

model.  1,7    1       •  .         . 

streei  pri.e         our  Web  sitB  at  www.xerox.networkpnnters.com. 


THE  DOCUMENT  COMPANY 
XEROX 


XEROX®.  The  Document  Company®  and  the  digital  X  are  trademarks  of  XEROX  CORPORATION.  Fax  Friendly™  option  sold  separately  36  USC  380 


EXPERIENCE  THE  ULTIMATE  IN  POWER,  PERFORMANCE  AND  CONTROL 

(RADIO  NOT  INCLUDED),  imagine  your  whole  company  as  responsive  as  a  high-performance  automobile 

That's  the  advantage  of  Tivoli  enterprise  systems  management  software. Tivoli  gives  you  the  power  to  manage  all  your 
systems,  networks  and  applications  from  a  central  point.  So  you  can  roll  out  new  apps,  configure  desktops  and  maintain 


■ffSt 


<itfi 


iSM 


The  Power  to  Manage.  Anything.  Anywhere. 


IT  resources  -  all  through  one  truly  open,  highly  scalable  technology  that  works  across  diverse  platforms.  Over  350 
lardware  and  software  vendors  work  with  us.  Which  gives  you  more  "best  of  class"  choices  now,  and  down  the  road. 
Think  about  it. Technology  choices  from  350  vendors.  Single-point  control  by  Tivoli.  Worldwide  support  from  IBM.  All 
vvorking  together  to  give  you  the  power  to  manage  anything.  Anywhere.  Visit  www.tivoli.com.  Or  call  1  800  2TIV0LI. 


Tivoli  Systems  Inc.     www.tivoli.com 
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utility  deregulation  is  a  free- 
wheeling, brain-rattling  race 
for  customers.  Now  more  than 
ever,  utility  suppliers  need  a 
strategy  to  get  and  stay  ahead. 
That's  where  we  come  in. 

We're  CONNEXT.  When  utilities 
partner  with  us,  their  customers 
will  benefit  from  our  "first  to 
market"  competitive  response 
to  deregulation.  One  powerful 
example  is  CONNEXT's 
ConsumerLink™-  the  first-ever 
Customer  Information  System 
(CIS)  specifically  created  to 
solve  the  business  requirements 
of  both  a  regulated  and 
deregulated  utility  industry. 


Our  state-of-the-art 
ConsumerLink  can  support 
customer  billing,  marketing 
and  sales  of  new  products  and 
services,  even  enable  price 
changes  in  minutes.  And  unlike 
an  in-house  CIS  that  requires 
constant  updates  and  a 
multimillion-dollar  expense, 
ConsumerLink  services  are 
supplied  for  a  simple  per 
customer  monthly  fee. 

Be  first  now. 

Call  1-888-CONNEXT. 


Power  Tools  for  the  Utility  Industry 


Find  out  more  about  the  utility  sh<ike  up  dt  www.connext.com/whitppdpei 
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RICH 

TO  HELL  WITH  CLONES?  TO  HELL  WITH  APPLE! 

KARUiAARD 


THE  ARTY  GLASSES  AND  MOCK  turtlenecks... the  early  huge 
successes  and  the  midcareer  belly  flops. ..the  odd  sight- 
ings and  oracular  utterances  and  downright  weirdness 
of  it  all. ..we've  seen  it  before.  Suddenly  it  comes  clear! 
Steve  Jobs  is  our  new  Orson  Welles! 

What  three-dimensional  chess  is  Jobs  playing  with  us?  What 
cosmic  joke  is  he  taking  us  for?  It  took  literally  weeks  to  get  a 
simple  yes  or  no  from  the  Great  Sorcerer  on  whether  he  sold  his 
Apple  stock  in  June.  (Yes — and  go  figure.  Apple  shares  zoomed 
after  the  Microsoft  deal  was  announced.) 

It's  always  been  like  that  with  Jobs. 

Back  when  I  was  a  pup  editor,  I  assigned  a  long  story 
on  Next.  The  writer  had  learned  the  company  was  flat 
broke  and  Ross  Perot  had  left  the  board,  bawling  for 
his  $20  million  back.  Next 
got  wind  of  our  findings. 
This  triggered  the  famous 
Jobs  "reality  distortion  field" 
machine.  A  plague  of  PR 
flunkies  descended  on  our 
writer.  The  smoke  bombs 
and  thunderclaps  and  card  tricks  that  followed  were...  well, 
put  it  this  way:  There  is  a  fellow  called  Magic  Mike  who  performs 
at  my  daughter's  preschool.  He  is  more  believable. 

Right  before  the  story  went  to  press,  Jobs  himself  called  me 
on  a  Saturday  at  the  office.  First  he  threatened  to  destroy  my 
career.  Then  (weirdly)  he  schmoozed  me  in  an  almost  cooing 
manner.  Jobs  went  back  and  forth  for  an  hour  like  this,  threat- 
ening and  schmoozing. 

It  didn't  stop  there.  A  few  months  later  I  joined  Forbes  to  help 
launch  Forbes  ASAP.  Finding  out.  Jobs  called  up  Steve  Forbes 
to  complain.  He  made  up  stories  about  my  editorial  integrity 
that  a  child  could  disprove. 

The  man  who  gave  us  the  phrase  "insanely  great"  plainly 
knows  of  both. 

As  a  rule,  I  don't  beat  up  on  the  insane.  But  with  Jobs,  the 
posturing  and  denials  and  bullroar  continue  (with  last  month's 
fawning  Time  and  Newsweek  cover  stories  as  just  the  latest 
examples),  and  so  I  must  do  it.  But  my  heart  aches.  I  love  the 
Mac.  The  Mac  is  in  a  nifty  position  right  now.  A  gap  between 
Intel  and  PowerPC  microprocessors  is  opening  up,  to  the  benefit 
of  the  Mac.  You  can  buy  a  350-megahertz  Mac  with  a  66-mega- 
hertz  bus  and  still  eat  regularly  and  clothe  your  kids.  No  Win- 
tel  box  can  touch  this  desktop  rocket,  which  happens  to  be  a 
clone.  Yes,  that  is  the  problem,  isn't  it?  The  Yastest  Macs  are  no 


The  Mac  is  in  a  nifty  position  now.  No  PC 
can  touch  this  350-megahertz  desktop  rocket. 
But  if  it's  a  clone,  Steve  Jobs  says  he'll  kill  it. 


longer  made  by  Apple.  So  kill  'em,  Steve,  kill  'em  all.  Like  Stalin 
and  Pol  Pot  before  him.  Jobs  assassinates  any  idea  that  might  yield 
a  set  of  free  choices.  Goodbye,  clone  market!  Say  your  prayers! 
Steve:  Grow  up.  For  the  first  time  in  six  years,  your  baby, 
the  Mac,  has  superiority  over  Wintel  boxes.  Everything  you  ever 
dreamed  of!  How  did  that  happen?  Competition  and  choice! 

What  about  the  Apple-Microsoft  collateral  damage  to 
Netscape?  Yup,  it's  large.  Netscape  won't  survive  as  an  indepen- 
dent company  now.  By  co-opting  every  Web  surfer  who  uses  a 
Mac,  Microsoft  brings  the  browser  market  share  to  a  dead 
heat,  or  will  soon  enough.  Then  Microsoft  will  have  the 
wind  at  its  back  and  easy  sailing.  Gates  never  loses  a  lead. 
Who  buys  Netscape?  Why  not  IBM?  It  bought  Lotus 
two  years  ago  for  $3.5  billion.  I  can  see  Lou  Gerstner 

plunking  down  $6  billion  for 
Netscape.  That  well  may  be 
IBM's  best  (and  last)  chance 
to  prevent  Microsoft  from 
swallowing  the  enterprise 
computing  market  whole  in 
another  half  decade  or  so. 
Plus,  IBM  is  a  huge  supporter  of  the  Java  platform.  So,  Lou: 
Buy  Netscape,  tweak  your  intranet  products  for  Java,  then  con- 
vert your  mainframe  computers  and  AS/400s  into  the  baddest 
Web  servers  on  the  planet. 

AT&T,  Oracle,  and  Sun  Microsystems  are  also  possibles.  Lately, 
Ma  Bell  looks  like  a  dead  woman  walking.  Buying  Netscape 
would  make  AT&T  appear  lively...  even  clever.  Plus  Netscape  CEO 
Jim  Barksdale  would  then  be  in  a  position  to  run  AT&T  after  Bob 
Allen  retires.  Barksdale  ran  McCaw  Cellular  Communications 
once  upon  a  time;  it  figures  that  he  could  run  AT&T.  This  story 
would  "sell"  on  Wall  Street,  too.  A  purchase  of  Netscape  would 
lift  AT&T's  shares.  Bob:  Think  hard  about  it. 

Oracle  has  the  market  cap  to  swallow  Netscape  without 
burping.  But  first,  Larry  Ellison  must  settle  down  and  get 
serious  about  the  vision  thing.  He  is  notoriously  "vision  promis- 
cuous." And,  truth  be  told,  most  of  them  look  ba-a-a-d  the  next 
morning.  Larry:  Pick  one,  bet  large,  don't  look  back. 

For  Sun,  ingesting  Netscape  would  be  a  bet-your-company 
deal.  If  it  comes  to  that,  Scott  McNealy  has  the  nerve  to  walk 
across  a  high  wire  without  a  net.  Except  he  hates  acquisitions. 
Scott:  Don't. 

Steve:  Repeat  this  ditty  while  standing  in  front  of  your 
bathroom  mirror:  "Gallo  will  sell  no  wine  before  its  time." 
Insanely  great,  huh?      — ►  rich@forbesasap.com  ■ 
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rthip  technology. 


The  AMD-K6  MMX  Enhanced  Processor 


for  a   new 


generation  of 
human   achievements 


What  a  child  sees  and  hears  feeds  his 
imagination.  Now  you  can  give  your  child 
a  feast  of  sights  and  sounds  unlike  any 
before.  The  AMD-K6'''  MMX™  Enhanced 
Processor  delivers  a  new  generation  of  multi- 
media sound,  video,  color  and  graphics. 
It's  also  amazingly  fast  and  affordable. 
Which  makes  it  a  smarter  choice  than  the 
Pentium®  II  processor  for  running  Microsoft 
Windows®- based  PCs.  Of  course  that's 
the  kind  of  achievement  you'd  expect 
from  a  company  that's  shipped  over 
50  million  processors  in  just  the  past 
five  years.  Now,  think  what  your  child, 
and  you,  can  achieve.  Visit  our  website. 

AMD^ 

www.amd.com 


Letters    to    ASAP 


The  West  is 
calling  the  East 
nanny  states? 
Now  that's 
the  pot  calling 
the  kettle  black. 
The  People's 
Republic  of 
California  has 
laws  we  have 
never  even 
heard  of. 


The  West  Wasn 'f  Won 

Thank  you  for  your  unilateral, 
biased,  bigoted  view  of  West  vs. 
East,  offered  in  your  August  25 
issue  ["How  the  West  Kicked 
Butt").  I  respect  and  admire  Sili- 
con Valley,  but  I  would  humbly 
offer  that  more  entrepreneurial 
growth  has  occurred  in  New 
York  City  since  1993  than  in  the 
first  4  years,  or  even  10  years, 
after  the  birth  of  Fairchild  Semi- 
conductor. It  will  take  time  to 
build  an  entrepreneurial  critical 
mass  and  infrastructure.  I  am 
sure  you  have  been  informed  that 
new  industries  are  not  buOt  over- 
night. I  would  also  note  that 
your  own  magazine  (you  should 
read  it  sometimes)  quotes  top- 
tier  West  Coast  investors,  like 
Ann  Winblad,  defining  New  York 
as  the  up-and-coming  region  for 
entrepreneurs,  and  publishes 
statistics  showing  New  York  sky- 
rocketing to  third  place  in  num- 
ber of  IPOs  (17  in  1996  vs.  1  in 
1990)  behind  California  and 
Massachusetts.  Not  bad,  I  say,  for 
a  rookie.  Finally,  I  would  encour- 
age you  to  come  down  from  your 
mountain  in  the  center  of  the 
universe  and  spend  more  time 
here  in  New  York,  to  see  what  is 


really  going  on.  You  are  certainly 
practiced  at  taking  cheap  shots: 
Let's  see  whether  you  can  analyze 
what  is  happening  in  a  more 
professional  manner. 
ALESSANDRO  PIOL 
Alessandro.Piol@lgtna.com 

"Dream  On,  Silicon  Alley" 
[August  25]  inaccurately 
typecasts  Silicon  Alley  as  a 
wannabe  Silicon  Valley.  Dream 
on,  ASAP.  New  York  City  never 
set  out  to  be  Silicon  Valley.  Why 
should  it?  New  York  City  is  the 
business  capital  of  the  world, 
which  now  happily  boasts  a 
young  and  growing  new-media 
industry.  So  stop  the  compar- 
isons and  face  the  facts.  The 
city  offers  young 
entrepreneurs  so 
many  advantages 
that  Silicon  Valley 
never  could,  from 
access  to  media, 
entertainment, 
and  financial 
powerhouses  to 
a  dynamic  and 
creative  work- 
force. Take,  for 
example,  Web- 
Genesis,  a  new  media  that  just 
received  $20  million  in  capital 
for  its  popular  Web  site.  The 
Globe,  from  the  former  owner  of 
Alamo  Rent  A  Car.  And  interest 
in  other  New  York  City  compa- 
nies is  growing. 

In  fact,  venture  capital 
invested  in  New  York  City  high 
tech  firms  increased  454%  (to 
$61  million)  from  1993  to  1996. 
And  the  outlook  for  1997  looks 
even  better. 
CHARLES  MILLARD 
President,  New  York  City 
Economic  Development 
Corporation 

The  West  is  calling  the  East 
nanny  states?  Now  that's  the  pot 
calling  the  ketde  black.  The 
People's  Republic  of  California 
has  laws  most  of  the  rest  of  the 
country  never  even  heard  of:  I 
just  returned  from  a  convention 
that  was  moved  from  Los 
Angeles  to  Las  Vegas  because 
each  booth  h'^lder  would  have 
had  to  pay  an  $800  California 
registration  fee  plus  California 


income  taxes.  Meanwhile  the 
real  progressive  states  like  Florida 
and  Texas  have  no  income  taxes. 
You  guys  fight  it  out.  Some  day 
you'll  realize  there  are  places 
with  even  better  business  cli- 
mates. And  with  today's  tech- 
nology there's  no  excuse  no{  to 
move  to  where  the  freedom  is. 
MARK  WARDA 
Clearwater,  Florida 

In  the  Internet  age  of  virtual 
communities  your  "How  the 
West  Kicked  Butt"  smear  of 
everywhere  and  everything  "east 
of  the  Rockies"  is  irrelevant.  You 
seem  to  have  overlooked  the  fact 
that  the  Web  itself  was  born  in 
Boston,  as  were  the  spreadsheet 
and  mutual  funds 
before  it.  Further- 
more, your  sedi- 
tious infomercial 
for  Silicon  Valley 
is  downright  un- 
American.  Sub- 
stance, character, 
tradition,  history, 
and  respect  for 
what  has  come 
before  us — these 
things  New 
England  has  in  spades  over 
Silicon  Valley. 
PATRICK  RAFTER 
prafter@schwartz-pr.com 

You  don't  seem  to  understand 
that,  due  to  the  significant  dis- 
tance and  lack  of  contact  be- 
tween them,  neither  coast  really 
cares  much  what  the  other  is 
doing.  New  Yorkers  care  little 
about  what  is  going  on  in 
Boston,  let  alone  Seattle.  Your 
issue  served  no  purpose  except 
to  engender  responses  from  sta- 
tus-mongers on  both  coasts.  I 
guess  that's  your  core  readership, 
which  means  you  must  have  ads 
for  lousy  cigars  and  blended 
scotch.  Get  a  topic! 
J.  CONGDON 
jcongdon@ 
bestweb.net 

New  York  will  never  make  chips 
or  databases,  but  we  will  lead  in 
content  development,  financial 
applications  and  secure  transac- 
tions, e-commerce,  market 
research,  and  a  horde  of  other 


emerging  technologies.  The  East 
Coast  strength  is  the  diversity  of 
our  economy.  We  will  catch  up 
and  not  get  killed  when  the  mar- 
ket takes  a  downturn. 
RICHARD  S.  JOHNSON 
richard@otec.com 

Don't  count  Boston  out!  ["Rating 
the  Regions,"  August  25.]  Maybe 
we  can't  change  the  weather,  but 
the  Commonwealth's  improved 
business  climate  (16  tax  cuts 
and  more  to  come),  coupled 
with  a  strong  base  in  telecom, 
medical  devices,  biotech,  soft- 
ware, and  advanced  materials 
will  keep  the  region  growing. 
In  the  meantime,  exports  are 
up  and  employment  is  up 
dramatically. 
BRIAN  R.  GILMORE 
brg@aLmnet.org 

Damned  in  Boston 

Your  "Editor's  Letter"  in  the 
August  25  issue  was  right  on 
["You'll  Hate  This  Column,  but 
What  the  Heck"].  I  grew  up  in 
New  England  and  left  the  day 
I  was  17  for  the  United  States 
Marine  Corps.  New  Englanders 
are  conceited  and  old-fash- 
ioned. I  would  move  MIT  to 
some  other  place,  Arizona,  and 
then  follow  Barry  Goldwater's 
advice  to  "cut  New  England 
loose  and  tow  it  to  the  U.S.S.R. 
where  it  really  belongs."  Give 
'em  hell. 

STUART  A.  HOENIG 
hoenigc@azstarnet.com 

Finally,  someone  has  the  balls  to 
write  why  the  West  is  thriving 
and  the  East  is  stale.  You  said  it 
best:  Spirit  is  the  name  of  the 
game.  It  may  not  be  well 
accepted  by  your  East  Coast 
readers,  but  your  message  is 
long  overdue.  Thanks  for  your 
reality  check. 
DANIEL  McKELVEY 
mckelvey@forte-capital.com 

I've  been  a  Brooklyn  resident 
since  1949  and  have  lived  in  this 
rent-controlled  city  all  my  life.  I 
appreciate  someone  with  a  high 
tech  background  finally  observ- 
ing that  New  York  City  is  spiri- 
tually moribund.  In  terms  of  its 
future  being  tied  to  providing 
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Their  great-grandmother's  first  kiss 


was  in  front  of  a  radio. 


Their  grandmother's  first  kiss  was  in 


.front  of  a  black  &  white  television. 


Their  mother's  first  kiss  was  in 


front  of  a  car  stereo. 


What  will  their  first  kiss  be 


in  front  of? 
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Letters    cont'd 


Sure,  I'd  like  to 
believe  that  the 


content  for  the  Web — I  wouldn't 
bet  on  that  possibility  either. 
ARTHUR  B.  GARZILLO 
artgar@postoffice.worldnet.att.net 

I  was  born  and  raised  in  Boston, 
and  I  must  say  that  it  pained  me 
to  read  Mr.  Karlgaard  s  views 
about  the  East  Coast  attitude. 
However,  I  could  not  agree  more 
with  his  assessment.  Sure,  I 
would  like  to  believe  that  the 
East  reigns  supreme,  resting  on  a 
strong  technological  foundation. 
I  would  also  like  to  believe  that 
the  Red  Sox  wUl  win  the  World 
Series  this  year.  But  these  things 
simply  aren't  true.  Compared  to 
the  West,  there  is  no  respect  for 
the  individual  here — no  respect 
for  people  who  can  think  for 
themselves.  While  one  coast  of 
this  country  says,  "See  what  you 
can  do,"  the  other  one  says, 
"There  isn't  much  you  can  do." 
Which  sounds  like  a  better 
philosophy  to  you? 
RYAN  MONTBLEAU 
rmontbleau@khj.com 

I  grew  up  in  Virginia,  but  after 
spending  seven  years  in  Texas 
and  Wyoming,  I  gained  an 
appreciation  for  what  the  West 


offers.  Besides  the  wide-open 
spaces  and  lack  of  humidity,  what 
I  love  are  people's  friendliness, 
their  openness  to  newcomers 
and  new  ideas,  and  their  lack  of 
concern  about  hierarchy  and 
bloodlines.  I  now  live  in  Boston. 
The  same  day  I  received  the 
new  Forbes  ASAP,  Boston's  free, 
biweekly  city  paper  had  a  cover 
story  about  Boston's  royalty. 
Can  you  imagine  that  in  Denver, 
Houston,  or  San  Francisco? 
KURT  MOELLER 
kurt_moeller@gmo.com 

I  thought  of  your  editorial  letter 
when  1  saw  the  following  on  the 
local  news  last  night:  The  mayor 
of  Boston  announced  yesterday 
that  the  city  will  impose  a  $7.49 
minimum  "living  wage"  on  all 
companies  in  Boston  that  do 
business  with,  or  obtain  benefits 
from,  the  city.  The  mayor  vigor- 
ously proclaimed  that  he  would 
do  nothing  that  would  hurt  the 
economy  of  the  city  or  his 
constituents! 
LARS  ANDERSON 
lars.anderson@avnet.com 

You  expressed  in  a  far  more 
pithy  manner  what  Annalee 
Saxenian  and  Roy  Moffa  have 
been  trying  for  some  time  to 
communicate  to  the  good  folks 
of  Boston.  Around  here,  you 
have  to  beat  people  over  the 
head  with  tons  of  empirical  evi- 
dence (we  did  go  to  "Hahvahd" 
and  "MEyeT,"  after  all)  before 
they  pay  any  attention. 
LAWRENCE  FRANKO 
LG  F@  valuequest .  com 

A  Rare  Beef 

Regarding  your  E.  coli  sermon,  I 
had  a  similar  experience  ["You'll 
Hate  This  Column,  but  What  the 
Heck,"  August  25].  After  climb- 
ing up  Mount  Washington  in 
New  Hampshire  and  back  down 
again,  I  attempted  to  get  a  coffee 
"to  go"  (in  my  car)  at  the  Park 
Service  building.  "We  don't  have 
Styrofoam  cups  here;  it's  not 
good  for  the  environment,"  the 
guy  said. 

The  E  ist  Is  Dumb.  How  else 
can  you  explain  Ted  Kennedy 
and  peoplt  who  tax  themselves 
to  death?  Then  there's  Digital 


Equipment  suing  Intel.  "We 
invented  the  technology  but 
decided  not  to  sell  it  (?)."  What 
DEC  needs  is  a  digital  exam. 
And  Columbia  University  suing 
Columbia/HCA  about  the  brand 
name  "Columbia"?  Maybe  they'll 
sue  NASA  next.  " 

JIM  O'BRIEN 
obci@worldnet.att.net 

I  wanted  to  write  something  nice 
and/or  witty  about  your  E.  coli 
story,  but  all  I  could  come  up 
with  is — you  are  an  ass!  You  still 
eat  raw  hamburger?  Don't  you 
realize  that  E.  coli  lawsuits  are 
in  the  $6  million  to  $15  million 
range? 

RICK  UTEGG 
knuckles@icontech .  com 

Your  description  of  the  burger 
experience  was  hilarious  but 
scary.  It  reminded  me  too  much 
of  my  native  Sweden  and  the 
rest  of  Europe,  which  I  fled  three 
years  ago.  Hopefully  we'll  turn 
the  tide  before  it's  too  late. 
ANDERS  INGEMARSON 
ison@sprynet.com 

Maybe  if  you  had  listened  to  the 
room  service  guy  and  written 
about  E.  coli  bacteria  instead  of 
why  you  think  the  West  Coast 


rules  technology,  you  would  be 
on  the  cutting  edge  of  journal- 
ism instead  of  sounding  like  an 
idiot.  New  York  will  always  out- 
class the  valley.  There  is  more  to' 
life  than  weather  and  chips. 
RICHARD  S.  JOHNSON 
richard@otec.com 

Be  Resilient 

I  found  Virginia  Postrel's  article 
to  be  very  accurate  ["Resilience 
vs.  Anticipation,"  August  25]. 
My  previous  employer,  the  U.S. 
Navy,  is  a  perfect  example  of  the 
differences.  Two  mind-sets  are 
present,  one  distincdy  Eastern 
(centered  at  the  Atlantic  Fleet 
headquarters  in  Norfolk,  Vir- 
ginia) and  one  distincdy  Western 
(centered  at  the  Pacific  Fleet 
headquarters  in  Hawaii).  The 
primary  difference  between  the 
two  is  the  amount  of  trust  given 
to  the  individuals  on  each  coast. 
In  the  East  commanders  are 
under  constant  scrutiny  from 
both  the  high  brass  and  our 
political  leaders  due  to  the  close 
proximity  of  naval  installations 
to  the  center  of  power  (Wash- 
ington, D.C.).  On  the  West  Coast, 
bases  and  ships  are  farther 
from  the  center  of  power  and 
are  perceived  to  have  more  inde- 
pendence, which  encourages 


Back-Alley  Brawl 

Apparently,  we  started  a  rumble  in  New  York's  Silicon  Alley.  The  fol- 
lowing is  an  excerpt  from  an  article  written  by  Mark  Stahlman  for 
Silicon  Alley's  online  hometown  newsletter  Stahlman  was  featured 
in  Gary  Poole's  August  article,  "Dream  On,  Silicon  Alley."  -Eds. 

For  those  of  you  who  haven't  yet  seen  the  current  Forbes  ASAP 
cover  story  on  how  the  West  has  kicked  the  East's  butt,  it's  a  real 
laugh-riot.  It's  drive-by  journalism.  It's  the  techbiz-press  equiva- 
lent of  John-John's  fabricated  feud  with  his  cousins  and  his  nudie 
photo-op  in  George.  It's...  well... a  joke.  Or,  is  it? 

Forbes  ASAP  was  founded  by  business  writer  and  economist 
George  Gilder. ...You  might  know  Gilder.  In  the  1990s  he  became 
that  guru  of  cyber-libertarianism  who  brought  us  a  redefinition 
of  the  word  microcosm.  ...George  and  his  editor  Rich  Karlgaard 
are  upset  that  everyone  isn't  buying  into  their  cyber-libertarian 
Utopian  dream.  They  are  upset  that  what  they  call  the  "Luddite 
left"  (whatever  that  is)  has  started  to  raise  some  major  objections 
to  the  bonanza  of  oligopolistic  looting  they  have  been  falsely 
sugar-coating  with  promises  of  boundless  prosperity.  They  are 
upset  that  their  "revolution"  isn't  working  out  as  planned.  And, 
they  blame  New  York  and  everything  east  of  the  "Berserkeley 
Hills"  for  their  frustration  and,  yes,  their  confusion  about  the 
nightmare  they  have  helped  to  create... 
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Not  too  long  ago, 

a  video  cassette  was  just  a  video  cassette. 

Well,  It  still  is. 

And,  then  again,  it  isn't. 

Now  there's  the  Sony  Digital  Video  Cassette. 

It's  a  whole  new  way  to  watch  home  movies. 

(One  that  doesn't  require  you  to  clench  the  fast  forward  button.) 

Simply  put,  your  video  cassette  now  comes  with  a  brain.  (Actually,  a  computer  chip.) 

Which  allows  you  to  create  a  table  of  contents. 

So  you  can  see  exactly  what  you  want  to  see.  Automatically. 

Say  you  want  to  watch  your  daughter's  birthday  party. 

Or  your  son's  first  at  bat. 

Just  select  it  from  the  video  menu. 

And  it  appears  right  away.  (We  thought  you'd  like  that.) 

All  you  have  to  do  is  watch  and  enjoy. 

Sound  easy? 

That's  the  point.  Digital  Dream  Kids 

vvww.sony.com/electronics 

Isn't  it  nice  to  live  in  the  digital  age? 


«'  1997  Sony  Klecrronics  Inc.  Reproduction  in  whole  or  in  part  v.-itliout  written  permission  is  prohibited.  Ail  nglns  reserved.  Sony.  Mandycam, 
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innovation.  Personally,  I  found 
that  the  West  Coast  mentality  is 
more  appealing.  I  guess  that's 
why  I'm  living  in  Seattle  now. 
JOHN  M.  O'BRIEN 
i  -  obrien@mindspring.com 

I  agree  with  Virginia  Postrel  that 
being  quick  to  market  with  a 
software  product  can  be  an 
advantage  and  is  perhaps  a 
"Silicon  Valley  mind-set."  It's 
one  thing,  however,  to  market  a 
buggy  inventory  management 
program,  as  compared  to  an 
Internet  program  where  the 
content  is  sensitive  information 
or  where  security  is  paramount. 
For  example,  this  past  weekend 
it  was  reported  that  Experian 
launched  a  credit  reporting 
service  over  the  Net  that  had 
personal  financial  information 
going  to  the  wrong  people. 
Incidents  like  this  are  going  to 
provide  ammunition  for  the 
Washington  regulators  to  gum 
up  the  works.  Sometimes  it  will 
be  right  to  get  it  right  before 
going  to  the  market. 
RICHARD  MARSHALL 
San  Jose,  California 

An  excellent  article  by  Virginia 
Postrel.  I  am  a  bit  surprised,  how- 
ever, at  the  table  showing  venture 
capitalist  investments  in  Silicon 
Valley  versus  the  rest  of  the  nation. 
I  know  for  a  fact  that  Orange 
County  in  Southern  California 
has  invested  much  more  than 
Denver  and  probably  is  on  par 
with  Boston.  How  did  the  author 
leave  out  the  second-largest 
high  tech  market  in  the  U.S.? 
Not  even  an  honorable 
mention? 
FRANK  SINGER 
Fsinger@aol.com 

Perhaps  Silicon  Valley  was  built 
of  some  mysterious  combination 
of  sun  and  serendipity  rather 
than  the  East  Coast's  controlled 
approach,  as  Virginia  Postrel 
describes.  But  there  is  a  place 
where  resilience  and  anticipation 
meet     the  Greater  Washington, 
DC    region.  This  region — barely 
mentioned  in  your  cover  story — 
is  home  of  the  Internet,  home  to 
more  than  2,400  technology 
firms,  iTid  262,000  knowledge 


workers.  Marc  Andreessen  said 
in  a  Washington  Post  article, 
"The  mantle  of  [technology] 
leadership  on  the  East  Coast  is 
being  passed  from  the  Boston 
area  to  the  D.C.  area."  It  seems 
to  me  Marc  Andreessen  has 
been  right  about  a  few 
things  before. 
APRIL  L.  YOUNG 
Executive  Director 
The  Potomac 
Knowledge  Way  Project 
Reston,  Virginia 

Why  Not  Santa  Fe? 

Why  aren't  Albuquerque  or 
Santa  Fe,  New  Mexico,  hotbeds 
of  high  tech  activity?  We  certainly 
have  good  weather,  and  we  have 
two  national  labs — Sandia  and 
Los  Alamos.  Intel's  fab  in  Rio 
Rancho  employs  well  over  2,000 
workers,  all  of  them  pretty 
high  tech. 

Okay,  we  don't  have  a  great 
university  like  Stanford  or  MIT. 
Maybe  sheer  brainpower  is  no 
good  when  cooped  up  in  gov- 
ernment labs.  But  why,  I  wonder, 
don't  the  VCs  ever  come  prowl- 
ing around  with  money  for 
startups,  as  opposed  to  art? 
KATHLEEN  WIEGNER 
Kkwrite@jemez.com 

Cover  Your  Butts 

I  was  gready  disappointed  by 
your  grossly  worded  cover  on 
the  latest  issue  ["How  the  West 
Kicked  Butt,"  August  25].  Some- 
how, I  attribute  that  type  of 
wording  to  publications  such  as 
Playboy,  Penthouse,  etc.  The 
phrase  "kicked  butt"  certainly 
does  not  have  the  class  I  nor- 
mally attribute  to  Forbes  ASAP. 
I  would  hope  your  future  covers 
are  a  little  more  genteel. 
JAMES  A.  HARMER 
jharmer@bellsouth.net 

The  short  article  by  Joel  Kotkin 
said,  "The  Northwest  is  the  dar- 
ling of  the  reporter  caste;  it's  the 
ultimate  wet  dream  of  the  white 
race."  ["Rating  the  Regions," 
August  25). 

I  find  that  expression  offensive 
and  iniippropriate  to  your  read- 
ers, boti.  male  and  female.  In 
fact,  a  bu^  less  magazine  should 
edit  out  all  such  efforts  to  inject 


sexual  references  made  only 
to  get  attention. 
ED  FRITZ 
Mesa,  Arizona 

AHHH-men 

A  word  to  Owen  Edwards: 
AHHH-men  ["WTiy  Is  Every> 
thing  So  Damn  Complicated?" 
August  25].  It's  not  necessary 
that  we  all  become  participants 
in  the  Indy  500.  Most  of  us  can 
enjoy  a  leisurely  trip  from  here 
to  there. 

JOHN  TANGUAY 
jonnan@somtel.com 

Defending  the  Mac 

Forbes  ASAP  would  be  best 
served  if  you  kept  your  nega- 
tive sound  bites  about  the 
Mac  and  its  "future"  to  your- 
self ["Particles  and  Waves," 
Edwards,  August  25].  ASAP 
reaches  a  sophisticated  audi- 
ence and  we  are  quite  capable 
of  navigating  our  own  future. 
Your  snap  judgment  leads  me 
to  believe  that  you  may  be 
better  suited  to  continue  your 
writing  for  GQ. 
SCOTT  WHERRY 
icd@mindspring.com 

Grand  Pooh-Bah  George 

Who  made  George  Gilder 

grand  pooh-bah  of  technology? 
He  was  particularly  grating  in 
his  recent  article  ["Will  Java 
Break  Windows?"  August  25], 
which  is  all  about  the  wonder- 
fulness  of  Java,  and  how  terrible 
it  is  that  Microsoft  "just  doesn't 
get  it."  Here's  one  reader  who 
just  doesn't  get  George. 

Ya  know,  George,  if  Micro- 
soft— the  biggest,  baddest, 
smartest  technology  company 
of  them  all — is  resisting  jump- 
ing on  the  pundits'  Java  band- 
wagon, well,  that  should  tell  you 
something.  No,  not  that  Bill 
Gates,  Nathan  Myhrvold,  and 
the  gang  don't  know  anything 
about  programming.  Rather, 
your  entire  article  was  one 
long-winded  admission  that 
despite  all  the  people  you  talk 
to  at  conferences,  you  don't 
know  much  about  computer 
programming. 
PETE  MASON 
pmason@topher.net 


Gilder  states  "by  the  end  of 
the  year  there  will  be  some  20 
million  computers  that  have  up- 
graded to  non-Microsoft  oper- 
ating systems  since  January 
1996."  Really?  To  what?  Unix? 
Linux?  OS/2?  Or  did  the  owners 
discard  their  X86  in  favor  of  an 
Apple,  or  will  20  million  net- 
work computers  be  sold  in  the 
next  three  months?  The  fact 
checker  who  called  to  verify 
trivial  facts  about  me  would 
better  spend  her  time  checking 
Mr.  Gilder's  ludicrous 
Microsoft-bashing  invective. 
JON  A.  SHIRLEY 
former  president,  Microsoft 
jons@microsoft.com 

Only  someone  as  trenchant  as 
George  Gilder  could  get  away 
with  both  predicting  the  demise 
of  Microsoft  and  describing  Java 
as  a  way  "to  escape  from  the 
Unix  ghetto"  in  the  same  article. 
The  escape  from  Unix  is,  by  and 
large,  a  switch  to  Microsoft's 
Windows  NT. 

How  many  of  those  2,500  Java 
developers  at  IBM  are  using 
Microsoft's  Visual  J-n-,  the  most 
popular  Java  development  tool 
available?  Doesn't  Microsoft's 
Internet  Explorer  run  Java 
applets,  too?  And  if  Java  is  truly 
"cross-platform,"  why  do  all 
those  CrossRoads  programmers 
at  Sybase  need  a  plan  to  port 
their  work  to  Unix  in  a  later 
release  after  it's  finished  first  on 
Windows  NT?  And  George  says 
that  Bill  "doesn't  get  it"? 
NORM  THOMAS 
http://axiomweb 
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15  years  ago,  we  created  online  investing  with 
one  purpose  in  mind:  to  put  the  tools  of  investing 
into  your  hands.  Now,  millions  of  transactions  later, 
E*TRADE  continues  to  topple  the  old  ways  of 
doing  things. 

You  get  free  quotes,  charts,  earnings  estimates, 
up-to-the-minute  news  and  live  market  analysis 
linked  to  your  portfolio.  All  to  help  you  invest  with 
more  control  and  intelligence. 

You  can  place  trades  through  your  PC  or  touchtone 
phone  —  around  the  clock  —  for  a  fraction  of  the  cost 
of  traditional  providers. 

Get  online  with  the  "Future  of  Investing"  {Fortune, 
3/7197).  Visit  our  Web  site  or  call  today. 

www.errade.com 

Call  1-800-STOCKS-3 


You  do  the  matl).  Compare: 


E-TRADE 
$14.95 

$I9.9S 
Free 

e.Schwab   Schwab    Merrill  Lynch 

Trade  by  phone 

800  listed  shares®  $20 

$117.36       $117.36         $324.00 

Trade  via  PC 

800  Nasdaq  shares @$20 

$29.95       $104.32       ^^^°;,^ 

Breaking  news,  charts, 
fundamental  data  and 
earnings  estimates 

Free            Free             Free 

Customer  service 

Free 

Fees  may 
apply           F^"            f--" 

Some  firms  may  offer  discounts  and  sen/ices  not  available  at  E«TRADE.  Limit  and  stop 
orders  are  $19.95.  For  listed  orders  over  5,000  shares,  add  1  c/share  to  the  entire  order.  Add 
$15  for  broker-assisted  trades.  Orders  execute  during  market  hours.  Comparative  rates  are 
based  on  a  8/15/97  phone  sun/ey.  No  connect  fees  for  Web  access.  Direct  modem  and 
touchtone  connect  fees  are  27c/minute,  but  with  12  free  minutes  per  trade,  you  may  pay 
nothing.  ©  1997  E»TRADE  Securities,  Inc.  Member  NASD,  SIPC.  MFRBS97 
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How  do  you  really  feel  about  technology? 


It  gives  you  power,  it  takes  it  away.  It  makes 
your  life  easier,  it  makes  your  life  miserable. 
Of  course  you  have  mixed  feelings  about 
technology.  You're  only  human. 

But  that's  okay,  we  can  help.  Because  as 
an  integrated  technology  services  provider 
we  can  help  you  take  care  of  the  design, 
acquisition,  management  and  protection  of 
your  corporation's  technology  infrastructure. 
Centralized  or  decentralized.  Enterprise  Server 
or  PC.  All  manufacturers. 

We'll  make  sure  the  systems  and  networks 
working  for  you  today  don't  work  against 
you  tomorrow. 

No  inflexible  commitments.  No  power  struggles. 
No  dysfunction.  No  angst. 

Just  the  ongoing  feeling  that  technology  is 
your  friend,  not  your  foe. 


C#MDISCO 


A    TECHNOlOGr    SERVICES    COMPANY 


To  learn  more,   visif  www.comdisco.com  or  call    1-800-272-9792. 


ETWORK       SERVICES 


ASSET       MANAGEMENT 


BUSINESS       CONTINUITY 


LEASING 


THE        BIG        PICTURE 

VIR6INIA 

THE  LESSONS  OF  EMAIL  DECEIT 

POSTREL 


A  WEIRD  THING  HAPPENED  TO  ME  in  July.  The  Weekly  Stan- 
dard, a  prominent  conservative  magazine  with  which  I 
clash  frequently,  published  a  letter  to  the  editor  signed 
i  by  Virginia  Postrel.  The  letter  defended  high  tech  entre- 
I  preneurs,  stigmatized  in  a  Standard  article  as  "cosmic 
capitalists"  recapitulating  all  the  errors  of  modernism  and  the 
French  Revolution.  It  was  a  fine  letter — tight,  eloquent,  and  witty. 

Only  I  didn't  write  it.  It  didn't  even  sound  like  me. 

In  fact,  it  sounded  exactly  like  my  friend  Jeff  Taylor.  And  I 
had  read  it  before:  in  an  email  from  Jeff,  grousing  about 
the  article.  Had  I  forwarded  his  note  to  someone,  who 
forwarded  it  to  someone,  who  forwarded  it  to... until  it 
somehow  wound  up  in  the  Standard — with  my  name 
attached?  How  had  Jeff's  originating  email  address  got- 
ten dropped?  Didn't  the  mag- 
azine check  these  things? 
What  was  going  on? 

Around  the  same  time,  I 
got  a  couple  of  emails  for  my 
amusement:  a  fantasy  grad- 
uation speech  that  started, 
"Ladies  and  gentlemen  of  the  class  of  1997:  Wear  sunscreen," 
then  a  week  or  so  later  the  same  speech,  this  time  allegedly  deliv- 
ered by  Kurt  Vonnegut  at  the  Massachusetts  Institute  of  Tech- 
nology. I  read  the  first  copy,  smiled,  and  deleted  it.  The  second 
time  around,  I  noted  the  Vonnegut  attribution,  wondered  about 
it  for  a  split  second,  then  again  hit  delete.  I  had  no  idea  the  speech 
would  become  a  famous  hoax,  giving  its  real  author,  Chicago 
Tribune  columnist  Mary  Schmich,  her  15  minutes  of  fame. 
Vonnegut,  for  his  part,  reportedly  found  the  incident  proof  of 
his  belief  that  the  Net  is  not  to  be  trusted. 

Email  is  really  an  oral  medium.  It  only  looks  like  writing.  It 
is  the  way  we  converse  with  each  other,  time-shifting  across  con- 
tinents, writing  in  the  wee  hours  of  the  morning,  reaching  out 
when  the  thought  of  a  friend  or  loved  one  crosses  our  mind.  We 
pass  on  gossip  and  flip  comments.  We  repeat  jokes.  We  mis- 
spell words  and  speak  in  shorthand.  We  are  emphatically  opin- 
ionated. Email  has  all  the  authority  of  a  phone  conversation.  It 
'S  not  print.  It  is  not  even  the  Web. 

But  it  repeats  things  verbatim.  That  fools  people.  It  gives  email 
authority  it  doesn't  deserve.  We're  slowly  learning,  by  embar- 
rassing trial  and  error,  not  to  take  it  so  seriously. 

Fortunately,  the  verbatim  nature  of  email  can  also  help  guard 
against  hoaxes  and  misunderstandings.  They're  easier  to  spot  in 
written  documents  than  in  gossip  and  conversation.  The  clues 


We're  learning,  by  embarrassing  trial  and 

error,  not  to  take  email  so  seriously.  We  are 

also  learning  to  be  more  skeptical  readers. 


stay  put.  Email  may  yet  make  us  better,  more  skeptical  readers — 
a  good  lesson  in  any  medium. 

Consider  the  contraceptive-jelly  suit.  Several  people  passed 
on  this  alleged  news  story  to  me.  They  believed  it.  Datelined 
Philadelphia,  the  article  reported  on  a  woman  who  was  suing  a 
pharmacy  where  she'd  bought  contraceptive  jelly.  She'd  eaten  it 
on  toast  and  gotten  pregnant  anyway.  The  "news  story"  had  no 
source  and  no  byline;  it  punctuated  its  second  paragraph  with 
an  exclamation  point;  it  didn't  identify  key  figures,  including 
the  drugstore  supposedly  named  in  the  suit;  it  claimed 
the  plaintiff  was  "a  former  model  who  was  once  a  cheer- 
leader for  a  popular  professional  basketball  team."  Puh- 
lease.  That,  my  friends,  is  called  satire.  I  doubt  the  author 
even  meant  it  to  be  believed. 

Or  take  the  "Vonnegut" 
speech.  It  just  didn't  sound 
like  the  man.  In  fact,  it  did- 
n't sound  like  any  man.  Only 
a  woman  would  give  grad- 
uation advice  like  "You  are 
not  as  fat  as  you  imagine" 
and  "Do  not  read  beauty  magazines.  They  will  only  make  you 
feel  ugly."  Read  carefully,  with  a  feel  for  the  author's  voice,  and  you 
won't  get  fooled  again.  Look  for  warning  signs.  Ask  questions. 
That's  pretty  much  what  I  told  my  Washington  editor,  when 
I  found  out  what  had  really  happened  to  "my"  letter.  Because  the 
post  ofifice  delivers  the  Standard  to  the  West  Coast  a  week  late, 
I'd  wanted  a  copy  of  the  article  discussed  in  Jeff's  email  faxed  to 
me.  I  had  taken  the  virtual  note  from  Jeff,  forwarded  it  to  our 
D.C.  office,  and  done  the  email  equivalent  of  scrawling  direc- 
tions across  it:  "Please  fax  this  to  the  editorial  office."  My  high 
school  English  teachers  always  told  me  not  to  use  this  as  a  vague 
pronoun,  rather  than  as  an  adjective:  to  say  "this  article,"  not  just 
"this."  They  were  wise  women.  But  I'd  gotten  sloppy 

The  Standard  didn't  get  the  letter  from  the  Net.  It  came  on 
stationery,  faxed  to  their  office  from  our  Washington  bureau  and 
accompanied  by  a  phone  call  from  a  conscientious  Reason 
employee.  The  problem  wasn't  an  Internet  hoax  at  all,  just  plain 
bad  writing  on  my  part.  No  more  vague  pronouns  for  me. 

If  we  make  enough  mistakes,  the  frozen  conversation  called 
email  may  yet  teach  us  not  only  to  read  with  skepticism  but  to 
write  with  care.  Even  Kurt  Vonnegut  should  approve  of  that.  ■ 

Virginia  I.  Postrel  (vpostrel@aol.com)  is  the  editor  0/ Reason  magazine.  Her 
previous  Forbes  ASAP  articles  are  available  on  Reasons  Web  site  at 
wwvf.reasonmag.com. 
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IT'S  JUST  YOU  AND 


YOUR  WORK. 


But  there's  help. 
Introducing  the  HP  OFFiceJet  Pro  1150C. 

It  prints. 

It  copies. 

It  scans. 

All-in-One. 


AU-in-Color. 


All  For  $899'. 
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Visit  US  at  www.hp.com /go/oFficejet-pro 


Estimated  U.S.  retail  price. 
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NCR  helps  Wal-Mart 


buy  smarter. 
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Randy  Mott,  Senior  Vice  President 
and  CIO,  Wal-Mart 
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PENTIUM  PRO 

PROCESSOR 


Knowledge  Colony  is  a  trademark  of  Wal-Mart  Stores,  Inc.  All  WorldMark  servers  shown  feature  Intel  Pentium  Pro 
processors.  The  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation.  Teradata  is  a  registered 
trademark  and  WorldMark  is  a  trademark  of  NCR  Corporation.  ©1997  NCR  Corporation.  All  rights  lesen/ed. 


"The  reason  we  chose  NCR  is  pretty  simple. 
When  you  need  to  build  a  data  warehouse  that  can 
grow  to  almost  any  size,  only  the  NCR  Teradata® 
database  can  handle  the  job." 


WAL-MART 


«W 


It's  no  secret  that  the  world's  leading 
retailer  uses  its  vast  amount  of  detailed 
data  to  gain  a  competitive  edge.  But  even  Wal-Mart's 
mammoth  7-terabyte  NCR  data  warehouse  (known  within 
Wal-Mart  as  the  "Knowledge  Colony™")  was  approaching 
capacity  due  to  all  the  captured  and  stored  data  from 
65  weeks  of  sales  in  over  3,000  stores  worldwide.  So  they 
called  on  NCR,  the  world  leader  in  data  warehousing,  to 
prove  that  our  data  warehouse  is,  in  fact,  as  scalable  and 
manageable  as  we  say  it  is. 

The  result?  A  world  record,  24-terabyte  NCR  Teradata 
data  warehouse.  NHfLSemcesprofessionals  helped  achieve 
this  milestone,  running  our  NCR  Teradata  database  on  our 
highly  scalable  MIR  WorldMark™  servers^ 

Now  Wal-Mart  buyers  and  suppliers  can  use  ad  hoc,  complex 
business  questions  to  analyze  and  interpret  information  to  make 
informed,  market  basket  decisions  on  replenishment,  buying 
trends,  store  placement  and  pricing  -  ensuring  that  Wal-Mart 
shoppers  always  get  the  right  product  at  the  right  price. 

NCR  Teradata  is  the  only  parallel  database  reliable  and 
robust  enough  to  handle  this  kind  of  load.  And  our  NCR 
WorldMark  servers  are  the  only  platform 
that  scales  from  S  M  P  to  M  P  F^  al lowing       I 
businesses  to  start  their  data  warehouse  'M 

small  and  grow  it  to  any  size. 

To  learn  more  about  how  NCR  can  " 

help  you  set  up  a  scalable  data  warehouse  that's  perfect 
for  your  business  needs,  call  1  800  CALL-NCR,  ext.  3000. 
Or  visit  us  on  the  web  at  www.ncr.com.To  learn  more 
about  Wal-Mart,  visit  www.wal-mart.com. 

(^NCR 
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Transactions  in  the  Age  of  the  Consumer 


Change  is  the  only  constant.  Success  is  fleeting.  Challenges  are 
hurled  releiitlessly  from  all  directions.  Today,  surviving  and 
competing  effectively  define  the  new  corporate  imperative. 
That's  business,  and  NEC  understands  what  you're  up  against. 
Regardless  of  size,  your  company  must  be  responsive.  Strategic 
olanning  is  critical.  Effective  decision  making  is  now  an  art 
form.  Knowledge  is  your  greatest  intellectual  asset  and 
information  a  strategic  weapon.  Capturing  information  and 
deploying  it  on  demand  can  enable  survivability  and  growth 
opportunity.  Can  you  compete?  NEC  can  help  with  a  couple 
of  mission  critical  recommendations  and  a  complimentary 
Strategic  Technology  Planning  Guide: 

Firs i  -  .'mverge  your  technology  departments  and  align 
them  With  a  strategic  technology  provider.  Such  an  alliance 


can  deliver  the  tools  to  help  plan  the  core  technologies 
needed  to  build  the  network,  and  the  industry  leadership 
and  experience  to  bring  it  all  together—  keeping  your 
company  on  the  cutting  edge. 

Second-  Harness  your  existing  technologies,  migrate  them 
to  meet  your  evolving  business  demands,  and  integrate 
them  with  powerful  new  technologies  to  build  multimedia 
environments  capable  of  deploying  information  in  all  its 
forms,  when  and  where  you  need  it. 

To  receive  a  complimentary  copy  of  the  NEC  Strategic 
Technology  Planning  Guide,  or  more  information  about 
NEC's  powerful  and  versatile  voice  (PBX/Key),  video,  and  ATM 
networking  platforms,  contact  your  local  NEC  Dealer,  call 
us  at  i-800-TEAM  NEC  or  visit  our  website  at  www.nec.com 


©1997  NEC  America. 
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BAND  OF  ANGELS 

Funding  Startups  over  Cocktails 

Twelve  billion  dollars  will  pour  from  the 
golden  chalices  of  high-tech  venture 
capitalists  this  year.  That's  a  rise  of  340% 
from  1992.  So  where  is  yours? 

Amateur!  You  didn't  ask 
for  enough!  It  was  that 
sorry    yelp    for    a    first 
round  of  "only  $200,000" 
that  did  you  in. 

Such  contrary  logic — the 
more  you  ask  for,  the  better 
vour  chances — is  ordained  by 
the  underlying  economics 
that  govern  professional 
.  C  firms.  Work  the  numbers 
and  you'll  see  why.  The 
average  VC  partner  costs 
5500,000  a  year  when  one  tal- 
lies up  base  salary  and  throws 
office  expenses  and  the  obligatory  BMW 
750i  lease.  Management  fees  earned  by 
the  partnership  run  2.5%  per  year.  Each 
partner  must  therefore  manage,  or  invest, 
S20  million  a  year  just  to  earn  his  keep. 

That  creates,  says  Jack  Carsten,  a  band- 
width  problem. "Most  VCs  can  handle  only 
8  or  10  deals  a  year.  You  can  only  give  so 
much  time  and  sit  on  so  many  boards. 
Therefore,  deals  must  average  $2  million 
to  $2.5  million  a  pop.  Ask  for  anything 
south  of  $1  million  and  you'll  be  laughed 
off  the  stage." 

Carsten,  56,  knows  the  game.  He  used 
to  be  a  venture  capitalist  at  U.S.  Venture 
Partners  in  Menlo  Park,  a  giant  firm  with 
$525  million  under  management.  He 
burned  out.  "I  tired  of  the  competitiveness, 
the  ego,  the  one-upmanship." 

Today  Carsten  sits  in  that  nebulous 
position  just  below  the  VC,  where  requests 
for  $200,000  aren't  scoffed  at.  He  is  an 
"angel  investor"  and  runs  the  Silicon  Val- 
ley Band  of  Angels,  a  collection  of  70  area 
wealthy  who  pool  their  money  and  plunk 
it  into  startups. 

The  Angels  are  almost  three  years  old 
and  meet  the  second  Wednesday  of  each 
month  at  various  places  in  Palo  Alto.  Dur- 
ing dinners  of  Merlot,  avocado  salad,  and 

Illustrations  by  Michael  WItte 


seared  yellowfin  tuna,  they  hear  the  pitches 
of  three  entrepreneurs.  "Each  presenter  gets 
20  minutes,"  says  Carsten.  "Afterward,  we 
talk  around  the  table.  If  we  like  a  deal,  a 
few  of  us  will  invite  the  entrepreneur  back 
for  two  hours  of  hard  questions." 

Carsten  says  about  a  third  of  the  entre- 
preneurs who  make  the  dinner  list  get 
funded.  The  investment  "sweet  spot"  is 
$250,000  to  $1  million,  with  each  partici- 
pating Angel  member  typically  throw- 
ing in  $50,000.  Any  entrepreneur 
who  passes  through  the  Angels' 
pearly  gates  gets  a  check  in 
about  three  weeks. 

The  Angels,  who  keep  in 
touch  by  a  homely  newslet- 
ter that  looks  like  a  church 
bulletin,  may  operate  like 
throwback  amateurs,  but 
members,  in  fact,  com- 
prise a  Who's  Who  of  Sili-  ~V/ 
con  Valley.  A  third,  says   ^^^S^ 
Carsten,  are  former  VCs,  like    * 
Jeff  Pickard,  a  founder  of  Merrill 
Pickard  Anderson  &  Eyre.  Another 
third  are  corporate  biggies,  past  and 
.present,  like  Dean  Morton  of  Hewlett- 
Packard.  Then  there  are  the  gloriously  pedi- 


greed without  title,  like  Ann  Bowers,  the 

widow  of  Intel  cofounder  Robert  Noyce. 

"She's  a  big  player,"  whispers  Carsten, 

himself  a  onetime  Intel  vice  president 

of  sales  in  the  early  1970s. 

Because    the   Angels' 

average  investment  is 

only  18  months 

^^^'^p:^     old,   it's    too 

■"^^   early  to  say  how 

^■^^"^  they're    doing. 

The     big    Angel 

winner  so  far  is  Oasys,  a  telecom 

middleware  company  sold   to 

Cabletron    in    January   for    $9 

million.  Carsten  says  the  Angels 

tripled    their    money    in    six 

months. 

Two-thirds  of  the  Angel  deals 
will  need  more  money  down  the 
road,  and  far  more  than  the  Angels 
can  provide,  he  says.  "That's  when  we 
turn  them  over  to  the  real  VCs." 

— Rich  Karlgaard 

COMPUTER  COMRADE 

An  Encryption  Coup 

It  was  Sasha  the  Soviet  apparatchik  who 
surprised  everyone  last  spring  when  he 
managed  to  overthrow  strict  U.S.  trade  pol- 
icy and  led  the  way  to  open  markets.  Most 
observers  thought  free- marketeers  chant- 
ing the  name  of  John  Gait  would  have  led 
the  charge.  But  they  didn't.  Russian  com- 
puter entrepreneur  Alexander  "Sasha"  Gal- 
itsky  did.  He  took  advantage  of  a  loophole 
in  the  law:  If  the  U.S.  government  for- 
bids U.S.  software  companies  to 
export  encryption  technology, 
then  why  not,  as  a  foreigner, 
/  develop  the  same 
schnoiogy, 
strike  a  deal 
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with  an  American  company,  and  skirt  the 
law  entirely?  Which  is  precisely  what  he  and 
Sun  Microsystems  did. 

And  as  it  turns  out,  a  fanatic  free- mar- 
keteer could  never  have  pulled  off  such  a 
bold  move.  It  took  someone  like  Galitsky, 
someone  who  had  firsthand  experience 
with  capital  coups. 

Six  years  ago,  Galitsky,  now  42,  was  the 
number-two  person  at  Elas,  the  Soviet 
Union's  aerospace  electronics  maker.  He  was 
trying  to  develop  a  low-orbiting  satellite 
system  for  the  Communist  government.  On 
August  12,  1991,  he  met  with  government 
officials  in  the  Kremlin  and  proposed  some- 
thing unthinkable.  To  successfully  complete 
the  project,  he  told  his  superiors,  Elas 
needed  to  work  closely  with  U.S.  compa- 
nies. To  his  amazement,  the  Communist 
officials  agreed.  "We  drank  cognac  and  I 
was  happy,"  says  Galitsky,  who,  if  it  weren't 
for  his  broken  English,  could  pass  as  a 
disheveled.  Dockers-clad  Silicon  Valley 
entrepreneur. 

After  the  meeting,  Galitsky  jetted  off  to 
Siberia  for  a  science  seminar.  Six  days  later 
he  waited  at  the  train  station  for  his  ride 
home.  The  train  never  came;  the  country 
was  at  a  standstill.  Back  in  Moscow,  an 
eight-man  junta  had  staged  a  coup,  had 
imprisoned  Mikhail  Gorbachev,  head  of  the 
Communist  party,  and  seized  power.  Days 
after  that,  a  new  leader,  Boris  Yeltsin, 
emerged,  calling  for  a  general  strike  and 
proposing  to  lead  the  country  to  democracy. 

Needless  to  say,  Galitsky 's  agreement 
with  the  old  government  was  meaningless. 
"I  drank  for  seven  days  because  I 
didn't  know  what  I  would  do 
in    the    future,"    he    says. 
He  had  spent  his 
life    developing 
cool  technol- 
ogy and  now 
everything 
had  changed.  "It 
was  sad  for  me." 

Galitsky, 
however,  did  not 
let  a  little  thing  like  a 
revolution  stop  him. 
At  the  end  of  1991  he 
started  his  own  high  tech 
company,  the  Electronic  Computer  and 
Information  Systems  (Elvis+).  He  went 
after  the  largest  market  in  the  world  and 
soon  was  butting  heads  with  Uncle  Sam. 

While  Galitsky  doesn't  like  "fighting 
with  the  U.S.  government,"  he  does  it 
nonetheles'^    Perhaps  because  he  isn't 


afraid  to.  One  powerful  bureaucracy  is  like 
another,  he  says.  And  as  Galitsky  learned 
from  Boris  Yeltsin  years  before,  the  best 
way  to  deal  with  the  big  bad  bureaucracy 
is  to  confront  it.  Says  Galitsky,  "The  U.S. 
government  needs  to  be  more  creative  and 
open  so  their  people  can  have  opportu- 
nity in  the  worldwide  market."  Thanks, 
Comrade.  Power  to  the  People! 

— Eric  Pfeiffer 

SIR  WILLIAM  GATES 

Microsoft  Goes  to  Cambridge 

Microsoft  has  staggering  wealth,  a  huge 
and  growing  share  of  the  computer  mar- 
ket, and  Bill  Gates,  the  $40  billion  gorilla 
of  the  smarts  industry.  What  it  does  not 
have — stuck  off  in  grungy  Seattle — is 
glamour.  So,  like  the  Jamesian  industrial- 
ists of  late-19th-century  America  who 
traded  cash  for  class  by  marrying  their 
daughters  to  needy  English  aristocrats,  the 
company  announced  in  midsummer  that 
it  would  spend  $80  million  to  set  up  its 
first  overseas  research  facility  at  Cambridge 
University. 

As  befits  the  lofty  history  of  this  ancient 
school,  the  goal  of  the  lab  will  be  to  travel 
farther  down  Bill's  road  ahead,  not  pon- 
dering immediate  products,  but  long-range 
concepts  on  the  evolution  of  computers.  In 
a  New  York  Times  article,  Microsoft's  tech- 
nology chief  Nathan  Myhrvold  admitted 
that  even  money  and  stock  options  aren't 
always  enough  to  bring  talent  to  Starbucks 
Central.  Snob  appeal  is  what  England  offers. 
'Going  to  Europe  gives  us  a 
way  to  hire  people  who  bring 
new  talents  and  new  per- 
spectives to  our  work  that 
we  couldn't  get  any  other 
way,"  he  said. 

But  then  again,  the 
weather  on  that  sceptered 
isle  isn't  much  better  than 
on  the  Washington  coast, 
so  maybe  there's  another 
agenda  at  work.  Could 
it  be  that  Bill  has  a  title 
in  mind?  After  all,  the 
famously  mediocre 
Andrew  Lloyd  Webber  sits 
in  the  House  of  Lords, 
and  his  fortune  is  tiny 
compared  to  the  Mas- 
ter of  Microsoft.  But  perhaps  the  reason 
!.i  simpler.  Having  left  one  town  called 
Cambridge  with  an  undistinguished  record, 
m;i  c  Bill  sees  a  more  dazzling  future — 
ani.  .in  honorary  degree  or  two — in 
anoiher,  even  more  hallowed,  one. 

— Owen  Edwards 


EMAIL  TRAIL 

Man  or  Machine? 

Dear  Mr.  Horn:  As  Director  of  Presidential 
Email  at  the  White  House,  you  must  have 
a  fascinating  job.  I  am  interested  in  what 
you  do,  and  I  have  several  questions  for 
you.  Please  email  me  soon.  Thank  you  for 
youf  time,  and  I  look  forward  to  hearing 
from  you.  Sincerely,  Suzie  Amer 

To  Suzie  Amer:  Thank  you  for  writing 
yia  electronic  mail.  ...We  are  excited  about 
the  progress  of  online  communication  as  a 
tool  to  bring  government  and  the  people 
closer  together.  Your  continued  interest  and 
participation  are  very  important  to  that 
goal.  Sincerely,  Stephen  K.  Horn 

Dear  Mr.  Horn:  I  have  spent  two 
weeks  trying  unsuccessfully  to  reach 
you  by  email  and 
by  phone.  By  now 
I  have  been  filtered 
through  more  of- 
fices in  the  White 
House  than  I  could 
possibly  mention. 
All  I  have  learned  is 
that  the  president 
receives  well  over 
1,000    email    mes- 
sages a  day  and  that 
you  are  assisted  only 
by  volunteers.  I  know 
you   must   be   very 
busy,  but  I  assure 
you  my  questions  will  take  very  lit- 
tle of  your  time. 

To  Suzie  Amer:  Thank  you  for  writing 
via  electronic  mail. ...  We  are  excited  about 
the  progress  of  online  communication... 

Dear  Mr.  Horn:  I  am  now  on  a  first- 
name  basis  with  several  members  of  the 
White  House  Press  Office,  yet  have  failed 
to  reach  anyone  at  your  office.  I've  heard 
that  there  is  an  automatic  screening  system 
that  scans  presidential  email  for  "hot 
words,"  like  BOMB  or  PLUTONIUM,  that 
can  alert  the  White  House  to  a  potential 
threat.  Is  that  true?  Does  this  mean  I  can 
expect  a  call  from  the  Secret  Service? 

To  Suzie  Amer:  Thank  you  for  writing. 
We  are  excited  about  the  progress  of  online 
communication... 

Dear  Mr.  Horn:  I  am  beginning  to  have 
doubts  about  you.  Are  you  a  real  person? 
To  Suzie  Amer:  Thank  you  for  writing. 
We  are  excited  about  the  progress... 

Dear  Mr.  Horn:  I  have  my  answer.  No 
one  is  reading  my  notes.  And  you,  Stephen 
Horn,  Director  of  Presidential  Email,  you 
are  nothing  but  a  machine.  But  what  kind? 
A  Mac?  A  PC.  You  must  be  a  Unix.  A  Unix, 
I  tell  you!  Sincerely,  Suzie  Amer  ■ 
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You've  got  a  great  idea  for  an  electronic  product.  Unfortunately,  it  has  to  be  in  the 
market  yesterday.  It's  incredibly  complex.  You  don't  have  tunc  to  prototype.  C'osts  are 
rising.  And  failure  is  not  an  option. 

Rela.x.With  Cadence  on  board  you'll  cruise  through  your  product  development 
challenges.  With  our  comprehensive  services  and  unrivaled  design  software,  you'll  be 
able  to  propel  products  to  market  faster  than  you  ever  thought  possible. 

Bottom  line — when  you  partner  with  Cadence,  you'll  spend  less  time  submerged 
in  complex  design  implementation,  and  more  time  reaping  the  rewards  of  great 
electronic  product  designs. 

So,  if  you  feel  like  you're  pulling  more  than  your  own  weight,  row  over  to 
http://www.cadence.com  or  call  1.800.746.6223  and  we'll  get  you  speeding  in  the 
right  direction. 


Cadence. 


The  muscle  you 


NEED  TO   DESIGN 


better  electronic 


products. 
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How  Cable  Systems  International  connects  with  customers  twice  as  fast. 


When  Cable  Systems  International  (CSI)  was  formed  from  a  unit  of  AT&T,  it  needed  a  system  that 


vould  help  get  its  telecommunications  products  to  customers  quickly.  CSI  chose  R/3" 


software  from  SAP.  R/3  cut  order  delivery  times  in  half  in  CSI's  connectorized 


products  division.  Now,  customers  can  expect  their  products  in  two  weeks 


instead  of  four.  And  when  requested,  CSI  can  often  deliver  in 


M  hours  or  less.  In  fact,  the  connectorized  products  team  has 


established  a  near  perfect  shipping  record.  For  CSI, 


R/3  was  definitelv  a  valuable  connection. 


For  more  information,  visit  us  at 


http://www.sap.com  or 


call    1-800-283- 


1  S  AP. 


A  Better  Rrtum  On  Information!' 


MICROSOFT  PULLING  INTO  PUSH 


POF, 


RKHALPER 


SOME  PEOPLE  LIKE  TO  SPREAD  happi- 
ness. Sean  Greenwood  at  Ben  & 
Jerry's  wants  to  "push"  it. 
k  Greenwood  holds  the  unUkely 
I  title  of  Grand  Pooh-Bah  of  Joy  at 
the  offbeat  $167  million  South 
Burlington,  Vermont,  ice-cream  maker. 
Cofounder  Jerry  Greenfield's  catchphrase 
"If  it's  not  fun,  why  do  it?"  serves  as  much 
as  a  business  directive  as  it  does  a  motto. 
Pooh-Bah  Greenwood  is  responsible  for 
events  like  Bring  Your  Dog  to  Work  Day 
and  another  that  eggs  on 


joint  venture  with  Johns  Hopkins  Univer- 
sity, which  provides  the  content. 

Push's  possible  applications  are  as  wide- 
spread as  the  business  world  itself.  Com- 
panies could  select  and  then  push  the  infor- 
mation most  useful  to  them:  regular  client 
reports  to  keep  salespeople  up-to-date  on 
their  customers;  weather  announcements 
from  around  the  country  to  help  retail 
company  presidents  know  if  bad  weather 
might  keep  shoppers  away  from  their 
stores;  stock  price  updates  to  alert  pension 


■  thing  just  worked?"  says  Neil  Weintraut,  a 
partner  in  the  San  Francisco  venture  cap- 
ital firm  21st  Century  Internet.  "Your  car 
has  software — but  you  don't  have  to  boot 
up  your  car."  The  software  industry  is  tak- 
ing steps  in  that  direction.  McAfee  Associ- 
ates of  Santa  Clara,  California,  has  started 
to  push  automatic  updates  of  its  antivirus 
software  using  BackWeb  technology.  The 
Canadian  corporation  Corel  will  use 
Marimba  technology  to  offer  automatic 
updates  of  CorelCentral  for  Java. 
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workers  to  dress  in  clashing 
clothes. 

Like  many  companies, 
Ben  &  Jerry's  is  looking  at  a 
new  breed  of  computer  tech- 
nology, known  as  push,  to 
support  various  operations. 
Loosely  defined,  push  is  a 
feature  that  automatically 
delivers  information  to  com- 
puter screens.  It  can  serve 
employees  on  internal  net- 
works, or  customers  or  busi- 
ness partners  on  outward- 
facing  networks. 

Greenwood  likes  what  he 
hears  about  push. 

"I  can  envision,  as  Dog 
Day  approaches,  people's 
dogs  pop  up  on  their  own- 
ers' screens,  barking  their 
heads  off  and  saying,  'Don't 
forget  to  bring  me  to  work  next  week,' "  says 
Greenwood. 

Other  corporate  denizens  also  are  con- 
templating push  to  deliver  pertinent  stock 
prices,  news  events,  policy  changes,  or  just 
about  anything  else.  Eli  Barkat,  head  of 
BackWeb  Technologies,  a  San  Jose,  Cali- 
fornia-based pusher,  imagines  a  company's 
employee  screens  filling  up  with  regular 
updates  on  competitors. 

Lehman  Brothers  uses  the  technology 
of  Marimba  of  Palo  Alto,  California,  to 
send  information  to  its  financial  customers. 
Aetna  U.S.  Healthcare  uses  technology 
from  Marimba's  nearby  rival,  PointC  .ast,  in 
Sunnyvale,  California,  to  "broadcast"  health 
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Lynn  couple's  love  keeps  children  united 

By  Jenifer  B.  MrKim.  Globe  Staff 

LYNN  -  Walk  into  Ins  Soto's  and  Domingo  Ramos's  s«-bedroom 
apartment  and  you  will  find  controlled  chaos  seven  children  under  the 
B^  of  1 3  playing,  chattenng,  and  vying  for  the  choice  spot  on  theu 
father's  lap 

MarWorld  Expo:  App]B  puts  wares,  woes  on  display 

By  Hiawatha  Bray.  Globe  Staff 

A  gathering  of  60,000  computer  buffs  wouldn't  onlinanly  offer  much 
hope  of  esntement  -  unless  the  g&lhenng  m  question  is  the  annual 
MacWorld  Expo,  which  opens  today  m  Boston. 

Created  as  a  showptace  for  Ihe  latest  haidware  and  software  for 


See  The  Ghhe  OaLne 
for  the  iaiest  wtn 
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PmntCast" 


www.pointcastcom 


Exchange 

US  Composite 


-rV.  45  1/4    ' 

TCAST-LASTUPDA 


information  to  customers  of  its  Intellihealth 


In  Your  Face  PointCast  provides  its  push  technology, 

which  automatically  delivers  information  and  other  materials  directly  to 

your  computer  screen,  to  1.2  million  active  viewers. 

fund  managers  to  important  market  shifts; 
human  resources  bulletins  to  advise  work- 
ers of  the  latest  401  (k)  opportunity,  or  of 
the  discounted  tickets  available  to  next 
month's  ball  game;  and  federal  legislation 
tickers  to  apprise  executives  of  changing 
industry  regulations. 

Perhaps  the  most  compelling  use  of 
push  is  as  a  combined  software  and  con- 
tent distribution  medium.  Proponents 
claim  employees  will  select  a  "channel" — 
say  a  spreadsheet  channel — and  bingo, 
in  comes  their  spreadsheet  full  of  data 
fit  1  yesterday  afternoon's  session,  all 
pus.  'd  by  some  outside  company  acting 
as  an  outsourcer. 

"What  if  you  had  a  machine  and  every- 


COOL,   BUT... 

Despite  all  the  hoopla,  push 
has  yet  to  take  hold.  Sure, 
PointCast — the  18-month- 
old  startup  regarded  as  the 
father  of  push — boasts  1.2 
million  active  viewers.  But 
Zona  Research,  an  Internet- 
market  watcher  in  Redwood 
City,  California,  notes  that 
push  technology  has  barely 
crept  into  a  corporation's 
buying  practices.  In  a  poll  of 
1 13  information  technology 
executives  last  May,  Zona 
found  that  only  12%  had 
deployed  push,  67%  had  no 
plans  to  acquire  it,  and  2 1  % 
said  they  had  some  push 
plans  that  would  kick  in 
over  the  next  year  (see  chart 
on  the  following  page). 
The  research  company  suggests  several 
reasons  for  this  ambivalence.  Corporate 
technology  decision  makers  seem  to  be 
waiting  for  Microsoft  and  Netscape  to  enter 
the  push  market.  A  whopping  40%  of  the 
executives  who  had  deployment  plans  told 
Zona  that  they  intended  to  implement 
Microsoft's  push  technology.  Next  in  line 
was  Netscape,  at  24%,  well  ahead  of  mar- 
ket  innovators   PointCast   (12%),  and 
Marimba  (6%). 

These  numbers  are  even  more  notable 
in  light  of  their  timing:  Microsoft  had  not 
yet  begun  selling  its  push  feature.  Active 
Desktop  (Microsoft  will  include  it  in  its 
Internet  Explorer  browser  4.0,  scheduled  to 


ship  this  fall).  And  Netscape  had  sealed  a 
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I'm  comfortable  being  a  geek 


dint  rosemund, 

web  site  builder,  razorfisin 


be  comfortable,  uncompromise.  start  with  your  feet. 


No  plans 


Source  Copyright  ©1997  Zona  Research 


Holding  Out 

polled  are  curren 
to  implement 


E-COMMERCE  pul  feasts 

based  on  Marimba  technology  only  in 
April,  just  a  month  prior  to  the  poll. 

"We  think  the  big  players  will  be 
Microsoft  and  Netscape,  and  push  will  be 
part  of  their  network  browsers  and  servers," 
says  Zona  vice  president  Harry  Fenik. 

Sabre  Group,  the  Dallas-based  reser- 
vation service  of  AMR,  is  among  those 
companies  attentively  watching  develop- 
ments at  Microsoft  and  Netscape.  It  waited 
until  late  this  summer, 
until  Netscape  unleashed 
its  push  service,  before 
"pushing"  its  Web-based 
Travelocity  reservation 
service,  which  offers  fare 
promotions,  weather,  and 
flight  updates. 

Sabre  chief  informa- 
tion officer  Terry  Jones  is 
a  push  enthusiast  and 
points  out  that  the  idea 
is  not  new.  After  all,  he 
notes,  email  is  a  form 
of  push,  and  Sabre  uses 
it  to  "push"  information 
about  fare  decreases  to  about  800,000  con- 
sumers who  sign  up  for  one  of  his  com- 
pany's two  online  services.  Sabre  also  offers 
a  pushlike  paging  service  that  contacts 
individuals  about  a  flight  s  status  before  its 
scheduled  departure  and  arrival.  But  with 
Microsoft  and  Netscape  arriving  in  the 
push  business,  the  landscape  "will  change 
in  a  big  way,"  says  Jones. 

Zona  is  bullish  on  Microsoft.  In  a  June 
report  on  push,  the  company  stated,  "With 
Internet  Explorer  4.0,  we  believe  Microsoft 
will  shake  the  push  field  considerably." 

NETSCAPE   VS.    MICROSOFT 

To  some  peoples  tastes,  though,  notably  the 
folks  at  Netscape,  the  word  push  describes 
not  only  Microsoft's  pending  product  but 
also  its  approach  to  the  market.  Perhaps 
shove  would  be  more  accurate,  at  least  from 
the  Netscape  perspective.  That's  because 
Microsoft  is  championing  a  standard  called 
Channel  Definition  Format.  CDF  would 
prescribe  how  to  select  and  write  material 
from  a  Web  site  into  a  channel.  Kevin 
Unangst,  a  Microsoft  product  manager, 
says  CDF  automates  this  process  whereas 
HTML  cannot. 

The  powerhouse  is  making  headway. 
Major  push  players  PointCast,  BackWeb, 
and  Wayfarer  have  endorsed  it,  as  have 
a  blitz  of  more  than  250  content  providers 
such  as  the  New  York  Times,  Disney 
Online,  ESPN  SportsZone,  and  the  Dis- 


covery Channel.  The  World  Wide  Web 
Consortium,  a  Cambridge,  Massachusetts- 
based  Internet  standards  group  headed  by 
Web  pioneer  Tim  Berners-Lee,  is  giving  it 
consideration. 

Netscape  is  not  impressed.  "We  do  not 
support  CDF,"  says  Netscape  product  man- 
ager Tim  Hickman.  "They  [Microsoft]  are 
trying  to  create  something  new.  In  our 
opinion,  if  we  can  do  it  with  existing  tech- 
nology, we'd  rather  do  that." 

For  Netscape,  "existing  technology" 


Corporate  Use  of  Push  Technology 


Using  push  technology 


Planning 
in  the  next 
12  months 


...and  Which  Technologies  They  Use 

other 


Marimba 
(Castanet) 


PointCast 
(l-Server) 


Microsoft 
(IE  4.0) 


Netscape  (Communicator) 


Only  12%  of  the  113  information  technology  executives 
tly  using  push  technology.  However,  40%  of  those  intending 
it  are  waiting  for  Microsoft's  as-yet-unmarketed  version. 

means  the  Web's  Java  and  HTML  pro- 
gramming languages.  Skeptical,  Zona  Re- 
search points  out  that  Java  is,  like  the  Unix 
operating  system,  backed  by  many  of  the 
same  proponents,  which  has  led  to  faction- 
aUzing.  "The  cross-platform  promise  of  Java 
has  not  lived  up  to  its  predelivery  hype," 
observed  Zona  in  its  June  push  report. 

But  the  problem  at  this  point  for 
Netscape  could  well  be  Microsoft's  momen- 
tum and  its  content  partners.  Push  is 
nothing  if  not  content  (you  have  to  have 
something  to  push,  after  all).  Microsoft's 
alliance  with  a  multitude  of  large  content 
providers  gives  it  tremendous  leverage  in 
the  push  market.  Notes  Gregg  Wester, 
research  director  at  the  Yankee  Group  in 
Boston,  "The  name  of  the  game  is  compet- 
ing for  content." 

BANDWIDTH   HOGS 

Today's  push  purveyors  come  in  several 
varieties.  So  much  so,  in  fact,  that  Point- 
Cast— veteran  of  the  lot — chafes  at  the 
label.  "We  don't  call  it  'push,'"  declares 
PointCast  Senior  Vice  President  of  Mar- 
keting Jaleh  Bisharat.  Rather,  she  says, 
PointCast  thinks  of  itself  as  a  broadcast- 
ing— or  "Webcasting" — network.  Indeed, 
PointCast's  business  model  draws  revenue 
from  ads  placed  on  "channels"  it  sends  to 
computer  screens.  These  include  seven 
channels  dedicated  to  such  topics  as  news, 
weather,  sports,  and  lifestyles.  In  addition. 


PointCast  has  a  host  of  information-rich 
channels  affiliated  with  particular  content 
providers,  typically  publishing  and  media 
companies  such  as  CNN,  Money  Magazine, 
and  the  Los  Angeles  Times. 

Ad  rates  vary.  As  in  the  broadcasting 
world,  they  depend  on  how  many  viewers 
see  the  ad.  A  typical  30-second  spot 
posted  for  one  month  sells  for  $50,000,  says 
Bisharat. 

Sounds  clever,  but  the  plan  could  back- 
fire. The  approach  turned  off  at  least 
one  potential  user,  Deere, 
headquartered  in  Moline, 
Illinois.  "We  saw  the  adver- 
tisements as  an  intrusion 
in  the  workplace,"  says 
Deere  manager  of  internal 
communications  John 
Gerstner. 

In  contrast  to  Point- 
Cast's strategy,  many  other 
push  companies,  such  as 
Marimba  and  BackWeb, 
sell  software  and  other 
technologies  that  permit 
companies  and  content 
providers  to  build  their 
own  push  networks. 

All  of  these  push  purveyors  will  have  to 
keep  an  eye  on  the  bandwidth  consump- 
tion of  their  products.  Corporations  have 
reported  frustration  when  users  clog  cor- 
porate networks  while  operating  the  push 
technology.  "I  don't  want  to  buy  a  bigger 
pipe  to  the  Internet  to  have  a  lot  of  peo- 
ple go  out  and  get  headlines,"  says  Sabre's 
Terry  Jones. 

PointCast  offers  a  separate  server  that 
helps  corporations  receive  push  informa- 
tion and  repush  it  out  to  employees  over 
connections  that  are  usually  faster  than 
those  coming  in  from  the  Internet.  Back- 
Web has  teamed  with  Tibco,  a  Palo  Alto, 
California,  company,  to  incorporate  Tibco's 
multicast  technology,  which  sends  the  same 
information  simultaneously  to  multiple 
users,  rather  than  one  by  one.  To  protect 
bandwidth,  many  of  the  push  companies 
are  also  promising  to  create  technology 
that  will  refresh  screens  only  by  updating 
the  content,  and  not  by  reloading  the 
entire  screen. 

Push  companies  had  better  rein  in  the 
bandwidth  crunch  to  help  allay  the  skep- 
tics, such  as  Deere's  Gerstner.  Reflecting  on 
the  current  information  onslaught,  he 
notes,  "There's  already  a  fire  hose,  so  how 
much  more  can  we  drink?" 

For  now,  then,  those  Ben  &  Jerry's  mutts 
will  have  to  wait  until  their  masters  come 
home  to  bark  tlieir  Dog  Day  reminders.  ■ 


36 


FORBES  ASAP     October   6.  1  997 


Rockporf 


Looking  great  after  you've  been  caught  in  a  torrential  downpour  is  certainly  a  feat.  But  with 
waterproof  construction  and  waterproof  leather,  the  Waterproof  Casual  Collection  is  up  to  the  challenge. 
Uncompronnised  style  before,  during,  and  after  the  storm.  Call  1-800-ROCKPORT  or  visit  www.rockport.com 

be  comfortable,  uncompromise.  start  with  your  feet. 


TO  BE  THE  SOUL  C 


Announcing  the  birth  of  the  new 
DSP16210  —  the  most  innportant 
Digital  Signal  Processor  to  hit 
the  communications  market 
since  we  invented  the  first  DSP. 


1997  lucent  Terhnologies 


)MMUNICATIONS. 


I 


Specifically  conceived  for  communications  applications  to  reduce  both 
system  costs  and  time-to-market,  DSP16210"s  more  efficient  processing 
lets  it  handle  a  variety  of  functions  in  any  digital  v/ireless  standard,  using 
up  to  five  times  less  pov/er  and  memory  than  most  competing  chips. 
Proven  software  tools  and  pov/erful  processing  make  this  latest  Bell  Labs 
creation  the  perfect  DSP  for  base  stations,  rack  modems,  and  other 
next-generation  communications  applications.  To  learn  more  about  the 
DSP  that  v«/as  born  to  lead  the  communications  revolution  into  a  v/hole  new 
era  of  low-cost,  low-power  wireless  products,  call  1  800-372-2447  (Ext.  954). 
Or  visit  www.lucent.com/micro 
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InteUectuaLCapital.com 

edited  by  Pete  du  Pont 

Can  Russia  cope?  Don't  miss  the  Russian  issue. 
On  your  computer  September  25th. 
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EARLY  ON  A  FINE  SUMMER  morning  in 
1994,  in  the  densely  computerized 
trading  room  of  Mitsubishi  Securi- 
ties at  the  World  Trade  Center  in 
New  York,  two  experienced  bond 
traders,  Mark  Jablonski  and  Howard 
Steiner,  were  seated  at  adjacent  consoles  in 
a  roomful  of  experienced  bond  traders. 
Jablonski  and  Steiner  were  disagreeing  on 
how  to  play  that  day's  market.  The  bond 
market  had  opened  "gapped  up" — a 
traders'  term  referring  to  bonds  that  had 
opened  at  a  price  much  higher 
than  the  previous  day's  closing 
price,  leaving  a  gap  in  the  price 
chart.  "We  should  sell,"  said  Jablon- 
ski. "The  market  always  comes 
back  and  fills  in  its  gaps.  Every- 
body knows  that." 

"You're  crazy,"  Steiner  replied. 
"We  should  buy.  The  market  never 
goes  back  and  fills  in  its  gaps. 
Everybody  knows  that."  Impasse. 
The  two  men  looked  up  from  their 
respective  banks  of  computer 
screens  and  glanced  at  each  other. 
Each  had  worked  as  a  bond  trader 
for  more  than  eight  years.  Who 
was  right?  More  important,  what 
was  right?  What  did  the  market 
always  do  after  a  gap -up? 

Steiner  and  Jablonski  realized 
they  didn't  really  know.  And  if 
these  two  seasoned  bond  traders 
didn't  know  the  answer,  then  no- 
body knew.  Jablonski  recalled  the  moment: 
"We  had  begun  to  see  that  trading  lore — 
this  huge  collection  of  rules  of  thumb — 
•was  not  core  knowledge  at  all.  It  was  just 
a  body  of  intuitive  rules  and  slogans  and 
rationalizations." 

HIDDEN  TRIGGERS 

And  so,  out  of  uncertainty  was  ultimately 
born  a  new  software  and  data-mining  pro- 
ject. With  a  third  trader,  Eric  Morrow,  and 
a  professor  at  Yale,  Jim  O'Brien,  Steiner  and 
Jablonski  designed  data-mining  software, 
which  pulls  useful  information  out  of  mul- 
tiple databases.  They  formed  a  company, 
Performance  Trading  Technologies  (PTT, 
888-440-7884,  www.ptti.com).  The  idea  was 


simple:  Come  up  with  a  computer  system 
that  would  reveal  how  the  market  has 
reacted,  historically,  to  various  types  of  re- 
curring events,  such  as  government  and 
private  economic  reports. 

According  to  the  PTT  data-mining  com- 
puter system,  there  are  five  reports  that  can 
twang  the  financial  markets.  The  big  five 
are,  roughly  in  order  of  their  impact,  the 
payroll  employment  report;  the  quarterly 
announcements  of  the  gross  domestic 
product;  an  announcement  from  the  Fed- 
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Bull  or  Beac?  By  using  data-mining  software,  such  as 

Performance  Trading  Technologies'  (above),  investors  can  select 

economic  reports  and  see  how  the  market  reacts  to  them. 

eral  Reserve  of  a  change  in  the  interest  rate; 
Federal  Reserve  Chairman  Alan  Greenspan's 
twice-yearly  testimony  before  Congress; 
and  two  closely  watched  inflation  indices, 
the  consumer  price  index  and  the  producer 
price  index. 

Each  of  these  reports  may  create  a  buzz 
in  the  media,  closely  watched  by  traders.  A 
computer  running  PTT  software  can  iden- 
tify trends  showing  how  this  buzz  changes 
over  time.  Since  1992,  for  example,  the 
Humphrey-Hawkins  testimony  of  Chair- 
man Alan  Greenspan  has  acquired  increas- 
ing power  to  roil  the  markets.  Contrary 
to  what  many  bond-market  players  think, 
the  consumer  price  index  and  the  producer 
price  index  are  well  down  on  the  list  of 


announcements  that  can  provoke  a  major 
market  movement. 

How  do  you  make  money  on  infor- 
mation like  this?  Most  people  think  the 
market  reacts  instantly  to  the  big  economic 
reports — too  fast  for  any  trader,  even  a 
trader  with  the  reflexes  of  a  gunfighter,  to 
really  profit  by  them.  Once  again,  "what 
everybody  knows"  is  wrong.  The  actual  pic- 
ture, as  filled  in  by  data-mining  technol- 
ogy, is  surprising. 

Let's  take  the  Standard  &  Poor's  500 
index  on  the  day  a  payroll  em- 
ployment report  is  issued.  Thirty 
minutes  after  the  announcement 
is  published,  one  might  imagine 
the  show  would  be  over.  About 
66%  of  the  time,  however,  the 
market  goes  up  after  the  first  half 
hour,  and  it  goes  up  regardless  of 
whether  the  employment  figure  is 
good  or  bad. 

What  if  you  wait  out  the  first 
half  hour  and  then  buy  a  futures 
contract?  On  average,  the  market 
will  go  up  another  3.45  points 
before  hitting  its  high  for  the  day. 
If  you  sold  on  that  high,  you  could 
bag  a  profit  of  about  $1,700  per 
contract.  You  might  well  lose,  but 
the  computer  analysis  shows  it  is 
a  bet  worth  placing. 

Should  you  follow  this  pre- 
scription as  an  individual  investor? 
Probably  not.  Individual  investors 
should  stay  away  from  day  trading,  futures, 
options,  and  options-on-futures.  Bond  and 
index  trades  are  largely  a  professional's 
game,  and  it  would  take  a  professional  to 
formulate  intelligent  strategies  based  on 
the  information  from  PTT's  databases. 
As  such,  the  PTT  system,  which  costs  $625 
per  month  and  runs  on  a  486/100,  or 
better,  is  intended  for  financial  analysts, 
economists,  academic  researchers,  and 
traders  in  stocks,  bonds,  commodities, 
foreign  exchange,  options,  and  financial- 
futures  markets. 

While  PTT  is  designed  for  profession- 
als, individual  investors  can  nevertheless 
use  it.  PTT  predicts  market  volatility  in 
reaction  to  economic  announcements — 
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OVER  SEVEN  MILLION  OUT  THERE.  Forget  about  that  old  floppy  drive.  Zip  drives  are 
everywhere;  at  home,  in  schools,  and  at  the  office.  In  fact,  they're  the  perfect  complement  to  the  enhanced 
audio  and  visual  capability  of  today's  MMX™  technology-ba  -i  systems.  And  with  so  many  Zip  drives  out 
there,  it's  more  than  just  compatible,  it's  universal. 


B  E  C  A  I. 


IT      S      YOUR       STUFF. 


NEW,  LOWER   PRICE. 

Visit  your  Local  retail  store 

or  corporate  reseller, 

or  you  can  even  see  us  at: 

www.iomega.com 


TONS  OF  STORAGE  SPAC' 

Increase  your  storage  space— i 

100MB  at  a  time  for  as  low  as 

$12.95  per  disk  after  rebate. 

Perfect  for  storing 
and  running  your  whole  office. 


COMPLETE   PORTABILIT 

The  Zip™  drive  and  Zip  disks  ac 
small,  lightweight,  and  rugged 

Which  means  you  can  take  wor; 

home,  on  the  road,  or  anywhert 

else  you  need  to  go. 


FAST,  EASY   BACKUP.' 

Hooks  up  fast  to  your  PC  or  Ma 
And,  at  up  to  20  times  faster  tf 
that  old  floppy  drive,  it's  grej 
for  making  copies  of  everythin' 
So  the  next  time  your  comput 
spazzes  out,  you  won't. 


Iomega 


0^997  Iomega  Corporation  Iomega  and  Ihe  Iomega  logo  are  registered  trademarks,  and  Zip  and  'Because  Us  Your  Stulf'  are  trademarks  oi  Iomega  Corporation  MMX  is  a  trademark  of 
Intel  Corporation.  All  other  trademarks  are  the  property  o(  their  respective  holders.  Prices  listed  are  estimated  street  prices.  Actual  prices  may  vary.  Zip  is  compatible  with  Wmdows*  95.  3.1. 
NT.  DOS,  OS/2,  and  Mac  OS.  Up  to  20  times  taster  using  Ihe  SCSI  or  IDE  models,  up  to  5  times  taster  using  the  parallel  port  model. 


El  J  ^  M  C  V  ^^'^  volatility  means 
"  IVI  \/  1 1  L  I  risk.  As  an  investor, 
you  want  to  avoid  risk,  rather  than  try  to 
trade  on  it.  So  if  you  have  been  thinking 
about  buying  stocks  or  bonds  and  you 
notice  an  employment  report,  or  if  Alan 
Greenspan's  testimony  is  imminent,  you 
might  simply  postpone  your  purchase. 
Here,  then,  is  the  investor's  equivalent  of 
slowing  down  for  a  speed  bump. 

LOW-COST  ALTERNATIVE 

PTT  IS  NOT  THE  ONLY  game  in  town. 
ModelQuest  Miner  ($199  from  AbTech  in 
Charlottesville,  Virginia,  888-8-ABTECH, 
ww^v.abtech.com)  is  a  low-cost  alternative. 
It  offers  a  training  database  of  S&P  500 
closings  from  the  early  1990s,  and  several 
databases  of  values  from  some  related 
indices,  including  the  American  Stock 
E.xchange  and  the  New  York  Stock 
Exchange  composites.  It  also  offers  closing 
prices  on  gold  and  silver,  which  reflect 
inflation  and  interest  rate  moves.  The 
program's  tutorial  guides  you  through  the 
construction  of  a  basic  model  to  predict 
the  direction  of  the  S&P  index.  After  walk- 
ing through  it,  you  can  develop  more 
sophisticated  models  incorporating  differ- 
ent databases. 

This  is  a  fast,  32-bit  program  that  can 
work  20  different  input  columns  and  8,000 
rows  of  examples  (i.e.,  8,000  days  of  mar- 
ket activity).  Because  ModelQuest  Miner 
keeps  its  statistical  technology  largely  hid- 
den, you  don't  need  to  become  an  expert  in 
statistical  modeling  to  get  useful  predictions 
out  of  the  program. 

Data-mining  software  is  obviously  an 
important  new  approach  to  measuring  the 
response  of  the  stock  and  bond  markets  to 
economic  trends  and  to  news  events;  we 
can  expect  to  see  much  more  of  it. 

AFFORDABLE   NEURAL   NETS 

Data  mining  is  not  the  only  technology 
available.  For  years,  investors  have  used 
neural  nets  to  synthesize  financial  infor- 
■  mation  from  diverse  databases,  albeit  with 
mixed  results.  The  first  neural  nets  were 
electronic  circuits  that  borrowed  from 
nature's  design  for  the  human  brain:  Like 
the  brain,  nets  are  capable  of  learning. 
Modern  commercial  neural  nets  are  soft- 
ware simulations  that  enable  your  computer 
to  discern  and  learn  patterns  from  data. 
A  neural  net  can  be  programmed  to  dis- 
cover and  "learn"  a  relationship  between, 
say,  the  Fed's  fund  rate  and  the  Dow. 
(Everybody  knows  rising  rates  depress 
stock  prices,  but  you  need  to  know  how 
much  and  how  soon.) 


'  1997  Iomega  Corporation 


(VCR  for  the  Internet) 

Iomega  100MB  Zip" disks  give  you  the  capacity  to  interact  more. 
Learn  more  about  Iomega  Zip  drives  and  disks  at:  www.iomega.com/ZipIdeas 


Optimally,  such  a  system  should  be  able 
to  predict  the  date  of  a  crash,  or  at  least 
generate  a  red  flag  on  your  computer  screen 
during  periods  of  imminent  financial  dan- 
ger. Basic  resources  for  individual  investors 
include  the  popular  neural  net  program 
Brainmaker  (California  Scientific  Software, 
Nevada  City,  California,  $195,  800-284- 
8112,  www.calsci.com)  and  for  beginners. 
Future  Wave  Software  of  Redondo  Beach, 
California  ($995, 310-540-5373,  home.earth- 
link.net-fwsneural/). 

Unfortunately,  neural  nets  have  acquired 
a  reputation  for  crankiness.  They  tend 
to  "overlearn":  They  can  study  data  and 
discover  the  relationships  between  them, 
but  can't  readily  apply  this  specialized 
knowledge  to  fresh  data,  arriving  from 
the  financial  markets  or  from  other  real- 
world  sources. 

The  net  of  it  is — you  may  end  up  los- 
ing money  on  the  market  by  following  the 
advice  of  a  neural  net.  On  the  other  hand, 
all  nets  are  different,  and  if  a  net  somewhere 
has  learned  to  call  the  turns  in  the  market 
reliably,  its  owner  and  caretaker  will  hardly 
be  inclined  to  reveal  such  an  important 
secret  to  the  investment  community. 


THE   ROAD   AHEAD 

In  the  future  we  will  probably  see  the 
convergence  of  the  technology  used  by 
PTT  and  ModelQuest  Miner.  The  PTT 
service  is  a  blunt,  topical,  and  direct  data- 
mining  program  that  looks  hard  at  the 
impact  of  specific  events.  The  ModelQuest 
Miner  is  a  sophisticated  and  sensitive  tool 
that  sniffs  out  trends,  rather  than  events, 
and  uses  deep  statistical  analysis  to  develop 
predictions.  If  you  put  the  two  programs 
together,  you  would  likely  have  a  prototype 
for  the  financial  software  of  the  21st 
century. 

In  the  meantime,  if  you're  still  won- 
dering about  the  question  that  launched 
this  technology — whether  or  not  the  bond 
market  "always"  retreats  to  fill  in  its  price 
gaps — according  to  the  PTT  data  miner, 
the  market  actually  does  this  in  precisely 
74,9%  of  the  cases  (when,  that  is,  it  is 
between  four  and  eight  ticks  as  it  was  in 
the  summer  of  1994).  A  savvy  trader 
should  bet  on  it.  ■ 

Michael  Gianturco,  the  author  of  How  to  Buy  Tech- 
nology Stocks  (Little,  Brown,  1996),  is  the  president 
of  Princeton  Portfolios,  an  asset  management  firm 
specializing  in  science  and  technology  stocks. 
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OTHIS  IS  CHRISTIAN. 
He  can  see,  hear.Jeel,  touch, 
but  he  cannot  speak.  He  was  born 
with  autistic  tendencies  that  cut 
him  ojfjrom  the  world  around  him 


^THE  MONITOR 
W  BECAME  HIS 
3ICE.  With  it  he  makes 
Its  reports  and  conversa- 
a.  With  It,  Chriaian,  11, 
s  been  in  the  regular 
tetviUe,  MA  public  school 
ice  first  grade. 


This  is  my  puppy  Harvey 


MuHSyncbM 


"►Until  he  found  this  window. 


THE  MONITORS  THAT  ARE  BEST 
FOR  CHRISTIAN'S  NEEDS  can  also 
speak  to  jours.  Introducing  the  NEC  MultiSjnc'^ 
Enterprise  and  Advanced  Series,  the  monitors  for 
people  looking  for  superior,  lifelike  images.  And  the 
monitors  for  people  who  want  the  kind  ojjlexihility 
that  super  high  resolutions  and  refresh  rates  ensure. 

OSM'"  (On-Screen  Manager)  controls  make 
image  adjustments  easy.  Plus,  select  Enterprise 
monitors  feature  CR0M.\CleaK"' CKT,  for  unparal- 
leled focus,  contrast  and  intense  color  saturation. 
And,  of  course,  the  industry -leading  NEC  warranty 
includes  3  years  parts,  labor  and  CRT. 

For  more  irformation  on  the  new  performance- 
driven  MultiSync  Enterprise  and  value-oriented 
Advanced  Series  call  1-800-NEC-INFO  or  visit 


www.nec.com. 


©WITH  THE  PICTURES,  HE  MADE  SENTENCES. 
yVnb  the  sentences,  he  made  friends.  Christian's  monitor  is 
the  window  between  bis  non-verbal  world  and  tbe  speaking  world 
of  his  friends.  Through  it,  he  teaches  them  many  things. 


MULTISYNC  MONITORS 


Max  Res  Bandwidth    CRT  Type 


Pitch 


A500     1280x1024    lI2MHz       DotTrio  0.28mm  dot 

(gjeOHz 

A700     1280x1024    n9MH7.       DotTrio  0.28mm  dot 

@65Hz 

E500      1280x1024    119MHz        CROMACLEAR   0.25mm  mask 
@65Hz 

E700      1600x1200    177MHz       CROMACLEAR  0.25mm  mask 
@65Hz 


EllOO    1600x1200    177MHz       DotTrio 
@65Hz 

Expect  more.  Experience  more. 
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Case  Stirriy 


Steelmaking  is  low  tech.  So  why  is  Gallatin  Steel  crammed  with 
rocket  scientists  and  computer  power?  By  David  H.  Freedman 


"Oh,  man,  this  is  where  you  can  get  into  some  real  second- 
order  harmonics  if  you're  not  careful,"  chuckles  Brent  Shields, 
his  hands  slapping  deftly  at  an  array  of  seven  joysticks  while 
he  scans  a  bank  of  15  color  monitors  displaying  undulating 
graphs,  scrolling  readouts,  and  real-time  video.  Suddenly  the 
object  of  all  this  control  can  be  seen  through  the  panoramic 
cockpit  glass  in  front  of  Shields,  hurtling  by  from  the  left.  It  is 
a  slab  of  liquid  orange  light,  gathering  speed  as  it  shoots 
through  a  complex  tangle  of  gleaming  metal  and  circuitry. 

Welcome  to  the  steel  mill  of  the  future. 

Gallatin  Steel  in  Ghent,  Kentucky,  was  created  three  years 
ago  by  two  giant  steelmakers — Dofasco  and  Co-Steel — that  saw 
the  handwriting  on  the  wall.  Customers  were  increasingly 
demanding  more  than  cheap,  high-quality  steel;  they  also 
wanted  it  fast  and  in  smaller,  more  customized  batches  to  sup- 
port just-in-time  inventories.  Other  industries  had  met  these 
sorts  of  mass-customization  needs  by  embracing  information 
technology — why  not  steel?  The  result  is  Gallatin,  a  jointly 
owned,  but  independently  managed,  steel  mill-cum-laboratory. 

After  just  two  years  of  fine-tuning,  Gallatin  is  operating 
in  the  black,  and  is  now  trying  to  see  how  far  its  range  of 
technological  weaponry  can  push  the  costs  of  steelmaking 
down  and  its  value  up.  Much  of  the  steel  industry  is  watch- 
ing closely,  and  for  good  reason.  Boasts  Gallatin  president 
John  Holditch,  "We're  using  a  smaller  but  more  highly  skilled 
workforce  to  push  the  envelope  in  technology.  That  gives  us 


capabilities  that  other  mills  just  don't  have." 

In  some  ways,  Gallatin  marks  the  leading  edge  of  a  wave  of 
transformation  that  dates  back  to  1963  with  the  opening  of 
the  industry's  first  "minimill."  Before  then,  virtually  all  steel- 
making factories  were  giant  mills  that  operated  humongous 
blast  furnaces  and  coke  ovens.  These  "integrated"  mills  were 
things  of  legend  that  cost  more  than  $2  billion  to  set  up  and 
needed  10,000  strong-backed  workers  to  run.  But  the  minimill 
replaced  the  blast  furnaces  and  coke  ovens  with  smaller  and 
far  less  expensive  furnaces  powered  by  electricity — and  that 
could  be  fed  scrap  metal.  Over  the  next  two  decades,  various 
innovations  brought  minimills  to  the  point  where  they  had  cut 
out  most  of  the  expensive  processes  of  shaping  and  trimming 
that  the  integrated  mills  required  to  produce  the  premium  coils 
of  thin  steel  known  as  flat-rolled  steel.  Instead,  the  minimills' 
casters  fed  long,  hot,  thin  slabs  of  steel  directly  into  rolling 
mills  that  finished  the  product  in  seconds.  By  1990  a  $250  mil- 
lion minimill  run  by  300  people  could  turn  out  a  million  tons 
of  flat-rolled  coil  a  year. 

Co-Steel  and  Dofasco  were  among  the  big  steel  companies 
frightened  by  the  economics  of  the  newest  minimills.  Each  was 
considering  opening  a  state-of-the-art  minimill,  but  both  were 
afraid  of  getting  in  over  their  heads:  Co-Steel  already  operated 
minimills  but  had  never  produced  flat-rolled  steel  in  any  of 
them;  Dofasco  produced  flat-rolled  steel  in  its  integrated  mills 
but  had  never  operated  a  minimill.  Why  not  team  up?  And 


Hot  House  Other  than  president  John  Holditch,  the  few  workers  that  can  be  seen  around  Gallatin  Steel  appear  to  be  leading  the 
factory's  12-ton  cranes  and  buckets  around  by  the  sheer  force  of  their  will,  until  you  spot  their  handheld  radio  transmitters. 


Photography  by   Black/Toby 
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Case  Study 


Through  the  whole  process,  there's 


just  one  clue  to  Gallatin's  technological  bent: 
Hardly  anyone  seems  to  work  there. 


as  long  as  they  were  sharing  the  risk,  why  not  go  whole  hog 
and  add  one  more  innovation  to  the  formula?  They  would 
bring  steelmaking  into  the  information  age. 

The  Gallatin  facility  broke  ground  in  November  1993  and 
turned  out  its  first  commercial  coil  in  July  1995.  Along  the  way, 
Gallatin  has  tested  many  of  the  basic  conceptions  of  what 
it  means  to  be  a  steel  producer.  Says  Holditch,  51,  a  sharp- 
featured  man  with  long  hair  and  the  softening  build  of  an 
ex-athlete,  "We  were  given  a  blank  sheet  not  just  on  the  man- 
ufacturing processes  but  on  the  entire  business." 

STEELMAKING,   NASA-STYLE 

Gallatin's  technological  advances  are  not  obvious  as  you 
approach  it  along  the  Ohio  River  through  northern  Kentucky's 
shallow  hills,  willow  stands,  and  tobacco  farms.  A  mile  away, 
you  spot  the  sadly  familiar  smokestacks  towering  over  the  facil- 
ity, belching  sulfurous  mushroom  clouds.  But  by  the  time  you 
reach  the  gates,  you  realize  the  smokestacks  aren't  Gallatin's; 
they  belong  to  the  electric  power  plant  on  its  far  side,  a  plant 
whose  power  Gallatin  doesn't  even  use.  The  large,  blue,  non- 
descript cluster  of  warehouse-like  structures  that  compose  Gal- 
latin discloses  not  a  hint  of  smoke  or  fumes,  even  though  the 
plant  is  operating  at  capacity.  Such  by-products  are  captured 
and  recycled. 

A  cursory  tour  of  the  plant's  operations  reveals  little  else 
that  indicates  unusual  sophistication  at  Gallatin.  Sloshing 
through  soggy  clay  and  past  mountainous  heaps  of  "shred" 
(crushed  cars  and  leftover  chunks  of  metal  from  conventional 
steel  mills)  and  "busheling"  (steel  waste  from  plants  that  pro- 
duce auto  parts,  ships,  buildings,  etc.),  you  see  giant  cranes 
equipped  with  van-sized  magnets  loading  the  scrap  into  200- 
ton  buckets.  These  buckets  are  dumped  into  a  200-ton  furnace 
into  which  a  30-inch-wide,  15-foot-long  graphite  rod  is  slowly 
lowered.  The  rod  is  an  electrode  packing  100  megawatts  of 
power.  As  it  nears  the  scrap,  bolts  of  electricity  leap  out,  result- 
ing in  a  blinding,  deafening  fireworks  show  that,  over  the  course 
of  about  50  minutes,  turns  the  scrap  into  glowing,  molten  steel. 
Tapped  into  a  ladle  and  sent  through  a  furnace  for  further  refin- 
ing, the  liquid  is  then  poured  into  a  caster,  which  cools  the  steel 
just  enough  to  allow  shaping  it  into  a  slab.  The  slab  emerges 
from  the  caster  in  a  continuous  sheet  and  is  put  into  a  678-foot 
tunnel  furnace,  which  equalizes  the  steel's  temperature.  The 
slab  then  travels  through  a  stand  rolling  mill,  which  rolls  it  flat- 
ter and  thinner  and  then  cools  and  coils  it.  The  coil — still  hot 
enough  to  scorch  your  face  from  10  feet  away — is  placed  out- 
side to  cool  in  a  field  with  hundreds  of  other  cooling  coils, 
lending  the  Gallatin  facilities  a  weird  agricultural  aura. 


Through  the  whole  process,  there's  just  one  clue  to 
Gallatin's  technological  bent:  Hardly  anyone  seems  to  work 
there.  Only  a  half-dozen  people  move  around  the  vast  array 
of  thundering,  sparking,  hissing  machines.  The  few  workers 
there  appear  to  be  leading  the  factory's  12 -ton  cranes  and  buck- 
ets around  by  the  sheer  force  of  their  will,  until  you  spot  their 
handheld  radio  transmitters. 

Also  on  the  floor  today  is  Dale  Schmelzle,  the  vice  presi- 
dent of  manufacturing.  Schmelzle  is  a  burly  man  who  sports 
boots  that  could  withstand  a  meteor  impact  and  goggles  that 
look  welded  onto  his  dirt-smudged  face,  which  is  framed  by 
long,  stringy  brown  hair.  In  short,  he  seems  to  be  just  the  sort 
of  fellow  to  be  keeping  an  eye  on  things  in  a  steel  mill.  He  prac- 
tically grew  up  in  mills:  His  father  was  the  president  of  the  first 
minimill,  set  up  by  Co-Steel  outside  of  Toronto,  and  Schmel- 
zle worked  his  way  up  there,  becoming  a  casting  operator,  then 
a  supervisor,  and  finally  the  plant's  operations  manager  before 
coming  to  Gallatin.  But  Schmelzle's  piercing,  sky-blue  eyes  sug- 
gest he's  not  quite  the  roughneck  he  could  pass  for.  And,  in 
fact,  he  isn't;  he  holds  a  B.A.  in  economics  and  an  M.B.A. 
What's  more,  he  doesn't  stand  out  as  an  exception.  Many  of 
Gallatin's  employees  have  college  degrees  and  many  have  mas- 
ter's degrees.  "It's  more  like  NASA  here  than  it  is  like  most  steel 
mills,"  says  Schmelzle. 

To  understand  why,  you  have  to  leave  the  floor  and  follow 
the  metal  stairs  and  catwalks  to  an  inconspicuous  door  that 
opens  into  one  of  the  mill's  four  "pulpits."  Air-conditioned, 
soundproofed,  and  jammed  with  computer  monitors  and  con- 
trol panels,  the  pulpits  seem  disconnected  from  the  primitive- 
looking  equipment  rumbling  below.  But  they  are  the  hearts 
and  brains  of  the  operation. 

Consider  the  casting  process,  presided  over  in  one  of  the 
pulpits  by  the  process  manager  of  casting  operations,  Mark 
Bush.  Bush  and  a  few  other  employees  are  responsible  for, 
among  other  things,  making  sure  that  the  hot  steel  slab  that 
emerges  from  the  caster  isn't  marred  by  cracks  or  seams.  Such 
flaws  can  result  from  fluctuations  in  the  temperature  of  the 
molten  steel  in  the  caster's  mold.  To  spot  them,  a  radioactive 
cobalt  source  mounted  near  the  lip  of  the  mold  on  one  side 
sends  atomic  particles  flying  across  the  surface  of  the  liquid 
steel  to  an  instrument  on  the  other  side;  between  readings  fi-om 
that  detector  and  images  of  the  surface  provided  by  a  zoom 
video.  Bush  can  monitor  and  adjust  the  level  of  the  200  tons 
of  flowing  liquid  steel  to  within  a  millimeter. 

Cooling  is  critical,  too.  As  the  2,800-degree  steel  oozes  down 
and  out  of  the  mold,  it  must  be  cooled  to  1,900  degrees.  If  it 
cools  too  quickly  or  unevenly,  it  will  be  too  brittle  and  the 
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My  business  canl  stop  when 
the  power  does . . . 


Back-UPS  Office's 
instant  battery 
back-up  can  keep 
you  up  and  running 
even  when  the 
power  goes  down. 


.  I  rely  on 
Back-UPS^  Office  from  APC 


"I've  got  Back-UPS"  Office' 
from  American  Power 
Conversion.  Back-UPS  Office  com- 
bines world  class  surge  protection,  a 
$25,000  equipment  protection  guar- 
antee* and  instant,  uninterruptible 
battery  back-up  power. 

So  when  the  power  goes  out, 
and  it  will....  I  have  plenty  of 
time  to  save  what  I  am  working 
on  and  shut  down  safely. 

Plus,  I  am  protected  from 
surge  damage,  keyboard 
lock-ups,  data  loss 

UHTs  Back-UPS  Offlcs  is  avallalite  af 


Look  for  APC  power  protection 
pmducts  -  starting  at  $24.95 

StCOMPVTfa  DUCOUHT  WMfMOUM' 
800-334-4239 


and  power  problems  transmitted 
to  my  workstation  over  data  and 
power,  lines." 

So,  if  you  just  bought  your  first  com- 
puter, or  run  a  company  that  needs 
hundreds,  you  can  depend  on  the  reli- 
ability and  peace  of  mind  that  comes 
with  APC  products.  Why?  It's 
simple.  APC  protects  more  com- 
puters for  more  companies  in 
more  countries  than  anyone 
in  the  world. 

Now,  that's  a  reason  to  smile. 
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CDCC  Consumer 
rilLL  Catalog 

I     I  YES!  I'd  like  to  receive  my  FREE  catalog. 

j     I     NO,  IfTi  fiot  interested  at  this  time  but  please 

add  me  to  your  quarterly  newsletter  mailing  list. 
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Brand  of  Servers  used? 

H 

888-289-APCC  x8258 

Fax:(401)788-2797 
www.apcc.coin  F11-B0 


©1997  APC  All  Trademarks  are  the  property  of  their  owners 

800-258-2088 

See  policy  lor  delails  8F20EF 

(800)347-FAXX  PowerFax 
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Case  Study 


Bully  Pulpit  Dale  Schmelzle  (front),  vice  president  of  manufacturing,  can  keep  an  eye  on  any  aspect  of  Gallatin's  manufacturing 
process  via  one  of  the  computer-jammed  "pulpits"  (the  milling  pulpit  is  shown  here)  or  even  through  the  Internet. 


edges  can  start  to  crack;  too  slowly  and  it  will  be  too  mushy, 
leading  to  lumps.  To  regulate  the  temperature,  Bush  commands 
a  small  army  of  computer-controlled  nozzles  that  can  spray 
exactly  the  right  amount  of  water  at  exacdy  the  right  spot.  The 
spray  system  that  came  with  the  caster,  though  the  best  on  the 
market,  wasn't  quite  up  to  Gallatin's  standards,  and  it  was 
redesigned  on-site. 

The  rolling  process  is  even  more  tightly  controlled.  Brent 
Shields  holds  sway  during  this  particular  shift  in  the  rolling 
pulpit,  absorbing  feedback  from  the  120  computer  processors 
embedded  in  the  rolling  mill  stands.  Gallatin's  customers  need 
flat-rolled  steel  that  meets  thickness  specs  to  within  a  "thou," 
or  a  thousandth  of  an  inch.  To  provide  that  precision,  the  sur- 
face of  the  machine's  rollers  have  to  be  controlled  to  within 
a  ten-thousandth  of  an  inch.  As  the  glowing  slab  of  steel  snakes 
through  the  mill  stands,  it  is  videotaped  by  cameras,  squeezed 
by  gauges,  and  bombarded  by  laser  beams  and  X  ra\  ^,  all 
to  catch  any  size  deviations  or  the  presence  of  any  "sea'."' — 
surface  pitting  or  scratches.  Flicking  switches  and  twitching 


joysticks  to  make  delicate  corrections.  Shields  watches  the 
results  of  these  tests  as  they  graph  out  on  various  monitors 
in  real  time.  Today,  Shields  is  fine-tuning  the  process  of  switch- 
ing thicknesses  in  the  middle  of  a  run — a  capability  that  allows 
Gallatin  to  produce  odd-sized  coils  without  making  a  full 
25-ton  load's  worth  of  them.  But  a  small  amount  of  steel 
rushes  through  during  the  transition,  and  Shields  is  trying  to 
pare  that  waste  down.  "I  can  usually  compensate  for  just  about 
anything,"  he  says,  "even  though  it  takes  five  people  to  do 
my  job  at  a  regular  mill."  Perhaps  not  surprising,  considering 
he  has  bachelor  of  science  degrees  in  physics  and  electrical 
engineering. 

Because  of  the  workers'  strong  technical  backgrounds, 
Gallatin  can  push  the  performance  of  its  machines.  "In  most 
plants,  solving  problems  happens  when  the  machines  are  off- 
line," says  Schmelzle.  "Here,  process  and  product  development 
are  done  dynamically  by  our  crews  while  the  machines  are 
operating.  Even  the  engineers  who  supply  these  machines  come 
here  to  learn." 
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The  new  Sprint  Store  at  RadioShack  — 
a  combination  of  clear,  simple-to-use 
Sprint  products,  plus  the  know-how  of 
RadioShack.  Increase  your  productivity 
with  technologically  advanced  products 
and  services  in  one  place.  Walk  in, 
try  out  and  learn  about  the  latest  in 
PCS  digital  mobile  phones,  business 
and  home  telephones,  internet  and 
telephone  services,  and  accessories  — 
at  more  than  5,000  neighborhood 
locations.  Which  clearly  makes  it  a 
great  way  to  shop  for  communications. 


oadioshac 


1 


^^    The  Sprint  Store  At 

^  RadioShack 


Sprint  and  the  diamond  logo  are  registered  trademarl(s  of  Sprint  Communications  Company  L.P.,  used  under  license. 


Case  Study 


DEBUGGING  A  STEEL  MILL 

Hiring  technically  astute  workers  and  turning  them  loose 
in  a  team-oriented,  computerized  environment  was  part  of  the 
original  vision  for  Gallatin.  But  that  vision  required  some  fine- 
tuning  itself  After  a  year  of  operation,  the  mill  was  achieving 
only  16  daily  "heats" — complete  melting  cycles  in  the  furnace, 
an  indicator  of  production  utilization — compared  to  an 
industry  minimill  benchmark  of  20.  That's  when  Holditch 
and  Schmelzle  were  brought  down  from  parent  companies 
Dofasco  and  Co-Steel, 
respectively.  Holditch 
called  in  some  extra  fire- 
power in  the  form  of  con- 
sultants from  Badische 
Stahl  Technologies  (BST), 
the  consulting  arm  of  BS 
Werke,  a  German  mini- 
mill  operator  renowned 
for  efficiency  inspired 
by  that  country's  oppres- 
sive electric  power  rates 
and  tight  environmental 
regulations. 

Holditch,  Schmelzle, 
and  the  BST  consultants 
came  to  the  same  con- 
clusion: The  mill's  high 
tech  design  was  flawless, 
and  Gallatin's  people 
were  top-notch.  The 
problem  lay  with  the 
structure  of  the  teams. 
Because  the  company 
avoided  creating  hierar- 
chu^s,  no  one  on  a  team 
felt  comfortable  exhibit- 
ing leadership;  because  it 
emphasized  shared  tasks, 
no  one  took  responsibil- 
ity for  specific  jobs  and 
goals;  because  it  focused 
on  new  technology,  no 
one  provided  the  teams  with  old-fashioned  but  critical  steel- 
making  wisdom  on  an  ongoing  basis.  "The  workers  were  really 
highly  educated  but  in  different  fields,"  says  Gerhard  Buene- 
mann,  president  of  BST.  "They  weren't  getting  the  direction 
they  needed,  so  they  worked  harder  with  less  success."  The  fur- 
nace team  would  often  become  confused  about  when  the  steel 
v/as  hot  enough  to  be  tapped,  for  example,  because  it  wasn't 
clear  who  should  be  making  the  decision  based  on  what  cri- 
teria; as  a  result,  the  team  often  had  to  wait  for  an  executive 
to  send  down  the  order  to  tap  the  furnace.  To  make  matters 
worse,  the  booming  northern  Kentucky  economy — unem- 
ployment has  dropped  to  3.8% — was  becoming  starved 
for  engineers,  and  Gallatin's  high  tech  workforce  was  a  prime 
feeding  ground.  Each  time  a  team  started  to  get  up  to  speed 


Cold  Steel  Sales  and  Marketing  Manager  Jim  dinger  is  aiming  to  get 
Gallatin's  coils  inside  more  homes,  structurally  speaking. 


on  the  processes,  a  few  key  turnovers  would  send  the  team 
back  to  square  one. 

To  get  the  plant  on  track,  Holditch  assigned  what  he  calls 
shift  managers  to  each  shift's  three  teams.  These  experienced 
steelmaking  supervisors,  hired  from  the  parent  companies  and 
from  other  steelmakers  as  well  as  promoted  from  within  Gal- 
latin's ranks,  parceled  out  specific  responsibilities  to  each  mem- 
ber of  every  team  and  took  ultimate  responsibility  for  all  of 
the  team's  performance.  Within  a  few  months,  productivity 

skyrocketed.  Recently 
Gallatin  started  hitting 
up  to  21  heats  a  day, 
exceeding  the  industry 
benchmark.  The  BST 
consultants  predict  Gal- 
latin's lean  crews — it 
takes  a  shift  of  38  people 
to  operate  the  company's 
steelmaking  equipment, 
compared  to  nearly  half 
again  as  many  at  a  typi- 
cal structural  steel  mill 
that  produces  steel 
beams — will  continue  to 
improve,  eclipsing  most 
benchmarks  in  as  little  as 
a  few  months.  "They  are 
really  setting  a  very  high 
standard,  and  the  tech- 
nology is  the  best,"  says 
Buenemann. 

Though  the  steelmak- 
ing equipment  is  all  state 
of  the  art  and  largely 
custom  designed,  it  is  the 
way  in  which  informa- 
tion flows  through  Gal- 
latin that  distinguishes  it 
from  other  mills.  Any 
worker  anywhere  in  the 
plant  can  call  up  the 
same  real-time  process 
data  and  video  available  to  the  people  in  the  pulpits,  as  well  as 
any  of  25,000  CAD  drawings  of  the  plant  and  its  equipment, 
thanks  to  an  intranet  and  200  PCs — about  50  more  than  there 
are  people  likely  to  be  on  duty  at  one  time. 

Gallatin  hasn't  just  wired  its  steelmaking  operations.  A 
plantwide  fiber-optic  network  ties  the  manufacturing  systems 
into  order-entry,  financial,  and  scheduling  systems  as  well,  so 
that,  for  example,  a  coil  that  elicits  a  customer  complaint  can 
be  tracked  back  through  each  step  in  the  manufacturing 
process  and  all  the  way  to  the  original  customer  specs.  Five 
Hewlett-Packard  servers  act  as  the  central  data  repository  of 
the  client/server  system — a  terrific  luxury  from  the  point  of 
view  of  John  Fear,  the  manager  of  information  systems,  who 
came  from  Dofasco.  "At  Dofasco  we  were  running  at  least 
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one  of  every  piece  of  computer  equipment 
that's  been  manufactured  in  the  last  30 
years,"  he  says.  "Here,  there  are  no  legacy 
systems  to  deal  with." 

Now  that  the  steelmaJcing  processes  are 
starting  to  achieve  the  envisioned  efficien- 
cies, Holditch  says  he's  focusing  on  mak- 
ing Gallatin  what  he  calls  a  market  mill — 
that  is,  a  mill  that  chooses  a  particular 
market  sector  and  serves  it  with  excellence, 
thereby  making  it  profitable  under  any  mar- 
ket conditions.  Other  mills  may  be  able  to 
match  Gallatin  in  price,  he  notes,  but  Gal- 
latin has  an  edge  when  it  comes  to  per- 
forming more  customized,  short-and-fast 
runs.  "We  can  take  almost  any  sort  of  order 
from  scrap  to  coil  in  two  hours,"  he  says, 
"and  ship  it  as  soon  as  it  cools."  To  further 
speed  order  fulfillment,  Gallatin  maintains 
its  own  barge  terminal  across  the  road  on 
the  Ohio  River,  in  addition  to  running  a  rail- 
road yard  and  a  truck  fleet. 

Jim  dinger,  Gallatin's  sales  and  market- 
ing manager,  has  his  eye  on  the  emerging 
steel-frame  house  building  industry.  Flat 
steel  folded  into  square  tubes  is  longer  last- 
ing, sturdier,  and  tends  to  be  truer  than 
wood  studs,  he  says,  enabling  builders  to 
assemble  parts  of  homes  in  a  factory  and 
then  ship  them.  Best  of  all,  the  sudden  ups 
and  downs  of  the  house-building  market 
and  its  specialized  needs  favor  a  fast-on-its- 
feet  supplier  like  Gallatin.  "We  can  supply 
the  steel  for  a  house  frame  from  one  and  a 
half  shredded  cars,"  he  says. 

Holditch  is  also  considering  doubling  the 
plant's  capacity  to  2.5  million  tons  of  steel 
a  year.  That  would  require  another  furnace 
and  caster  at  a  cost  of  $115  million,  he  says, 
but  only  a  few  extra  employees  and  no 
changes  to  the  rolling  mill.  The  resulting 
lower  costs  per  ton  of  steel  would  provide 
an  added  edge  over  the  large  integrated 
mills,  which  have  been  working  hard  to 
lower  their  costs  over  the  years  as  well. 

But  Holditch  downplays  the  notion  that 
any  sort  of  edge  that  comes  from  buying 
equipment,  no  matter  how  state  of  the  art, 
will  ultimately  prove  decisive — after  all,  he 
notes,  any  competitor  can  go  out  and  buy 
the  same  equipment.  Gallatin's  real  edge,  he 
insists,  lies  with  its  workforce  and  culture. 
"This  is  like  a  Formula  Ford  race,"  he  says. 
"Everyone  is  going  to  be  using  the  same  car. 
It's  the  skill  you  use  to  tune  it  and  drive  it 
that  counts."  •  ■ 


How  to  be  heard 

in  more  than  two  places 

at  the  same  time, 

saying  the  same  thing 

all  alone  by  myself. 


Here  I  am,  36,000  feet  above  Saskatchewan, 
talking  into  my  D1000,  and  my  dialogue  is 

appearing  on  my  home  PC  in  Sausalito, 
my  office  PC  in  San  Francisco,  my  client's 
PC  in  Seattle  and  my  cousin's  in  Seville. 
Let  me  be  the  first  to  mention  that  the  first 
digital  recorder  with  removable  media  also  has 

unlimited  memory,  compressed  files  that  are 
accessed  instantly  and  distortion-free  playback. 

Unheard-of. 


It's  not  just  the  sound.    It's  where  you 


OUTMPUS 

Call  1-800-622-6372  for  more  Information.  Or  visit  us  at  vvww.olympus.com 


IPOs  on  Silicon  Valley  IPOs 


To  get  the  first  word  on  Silicon  Valley  IPOs,  go  to  where  the 

word  hits  first.  Mercury  Center- from  the  center  of  Silicon  Valley 

www.mercurycenter.com 
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Mercury  Center 

Tk§  C»ttt$r  of  Snitt»  ¥»Usf 


Who's  creating  tomorrow? 

People  with  vision.  People  who  can 
look  at  a  computer  and  see  the  potential 

^  '^f'"^  holds.  Not  simply  as  a  processor  of  bits.  But 

an  enabler,  an  educator,  an  entertainer,  a  communicator.  Imagine 
group  video  communication,  interactive  television,  and  virtual  reality 


environments.  These  are  the  applications  our  partners  are  developin 
today  using  Philips  Semiconductors.  The  TriMedia  multimedia 
processor,  with  it's  abilit)'  to  process  audio,  video  and  graphics  simu 
tancously,  is  central  to  these  multimedia  applications.  It  processes 
data  fast  enough  to  make  them  viable,  and  it's  flexibility  means  our 
partners  can  adapt  products  as  standards  change,  and  ideas  evolve. 
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makeTffuIti  media 
IV^s  come  alive 
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ilips  Trimedia  and  dedicated  chipset  solutions  are  changing  peoples 
rccption  of  what's  possible.  Think  about  how  multimedia  can  change 
ur  business,  and  join  us  at  www.semiconductors.phiHps.com. 
■gether  we  can  make  your  ideas  come  alive. 

iA  tel.  +1-800-447-1500,  ext.  1315.  Europe  fax.  +31-10-284-3181, 
-ote  "pc"-  Asia  fax.  +852-2811-9173,  quote  "F/B". 
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There's 

NO  ima^e 

we  caoi' 

improve: 


COLOR  PAGEWORKS 

$2,999* 

Dull  promotional  material  was  no  way 
to  herald  itself  as  the  vanguard  in  unsung  art.i 
Benson  Higby's  Velvet  Gallery  needed  an 
image  improvement. 

Enter  the  Minolta  Color  PageWorks™ 
printer.  It  gave  Benson  an  easy  and  affordable 
way  to  enhance  his  documents.  At  $2,999,*' 
the  Color  PageWorks  printer  was  well  withini 
his  budget.  He  was  surprised  that  the  most 
affordable  color  laser  printer  cost  less  than  his 
one-of-a-kind  classic  "A  Gown's  Lament."  Thei 
Color  PageWorks  printer  was  easy  to  use,  too-' 
the  patented  toner  carousel  made  it  a  cinch  tot 
replace  cartridges.  And  with  Minolta's  Improve 
Your  Image™  Collection  CD,  he  had  an  array' 
of  templates  that  gave  him  an  immediate  wayi' 
to  improve  his  everyday  documents  with  the  : 
impaa  of  brilliant  laser  color. 

As  the  leader  in  color  laser  technology, 
Minolta  brings  plenty  to  the  picture  for  your  r 
business.  Like  the  best  price.  And  over  10 
years  as  one  of  the  largest  manufacturers  of 
dependable  laser  printer  engines  in  the  woMi 

To  find  out  more,  visit  Minolta's  Web 
site  at  www.minoltaprinters.com/fbsl  for 
technical  information  and  the  location  of 
the  Minolta  dealer  nearest  you.  Or  call 
1-888-2M1NOLTA,  ext.  29,  for  more  infomu- 
tion,  a  Color  PageWorks  print  sample,  and 
a  free  CD-ROM. 

See  for  yourself  what  Minolta  can  do  foi 
your  image. 
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TWELVFQF  THE  TOP  100  ARE  FROM  MICROSOFT. 
GOD  KNOWS  WHAT  THE  VENTURE  CAPITALISTS  MAKE.  (WF  Bt^ 


BIGGEST  STORY  OF  ALL?  DIGITAL  COMMON  MTOT 


It's  the  largest  legal  loot  haul  in  history,  says 
Silicon  Valley  venture  capitalist  John  Doerr.  He  isn't 
cheering  from  the  bench,  either.  Doerr,  46,  is  himself 
in  the  game,  worth  in  the  range  of  $200  million.  Doerr 
may  look  like  any  pencil -neck  he  bankrolls,  right  down 
to  his  messy  blond  hair  and  bobbing  Adam's  apple,  but 
this  nerd  owns  a  time-share  in  a  private  jet.  Stuff  like 
that  happens  when  you  pick  Compaq  Computer,  Sun 
Microsystems,  and  Netscape  Communications  out  of 
the  startup  litter. 

And  don't  you  adore  Microsoft?  Twelve  "Softies" 
made  our  Top  100  rich  list  this  year.  Gates,  Allen,  and 
Ballmer  will  not  surprise  you.  But  Maritz,  Neukom,  and 
Fulton?  Fulton?  A  fistful  of  the  finest  Cuban  cigars  to 
anyone  who  has  ever  heard  of  Fulton!  But  such  is  the 
hour,  these  predawn  glimpses  of  the  21st  century,  when 
one  company  can  rocket  to  a  $165  billion  market  cap — 
more  than  the  GDPs  of  Chile,  Guatemala,  and  Costa 


Rica  combined — in  only  22  years. 

The  race  for  number  three  tells  an  interesting  story. 
Steve  Ballmer  of  Microsoft,  Gordon  Moore  of  Intel,  and 
Larry  Ellison  of  Oracle — abreast  at  $8  billion.  Who  you 
pick  to  be  the  richest  in  five  years  is  another  way  of 
saying  how  you  think  the  network  computer  vs.  PC 
contest  will  play  out.  Hint:  Hedge  that  bet  and  pick 
Moore  of  Intel. 

If  our  rich  list  is  too  rich  for  your  tastes,  turn  to  page 
90.  Learn  what  normal  folks  with  a  little  ambition  make 
in  the  digital  age.  It's  not  bad.  Our  favorite  is  the  SAP 
software  consultant.  He  pulls  down  $1,200  a  day.  We 
can  just  see  him  pulling  up  to  U.S.  Steel  or  Rubbermaid 
in  a  sleek  Jaguar  XK8  convertible,  not  bothering  to 
notice  the  president's  reserved  parking  sign,  hopping 
over  the  side  of  the  car  like  James  Bond. 

Laugh  not!  The  Digital  Man  cometh.  Ecce  nerdo!  The 
coming  century  is  his.  ► 
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Bill  Gates  $38.66  Billion 


Paul  Allen  S14.77  Billior 


Paul  Maritz  $132.5  Mill 


>r 


Nathan  Myhrvold    S118.3  Million 


^|[ernard  Vergnes  $116.3  Million 


Itbi  Michel  Lacombe  $82.2  Million 


^^^!«« 
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#2(  Jon  Shirley  $483.5  Million 
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GREAT  TIMING,  GREAT  PRODUCTS,  HARD  WORK,  AND  LUCK." 


BUT  YOU  STILL  NEED  FOUNDER'S  STOCK-LOTS  OF  IT,  NQTTmT 
MUCH  DILUTION  FITHFR-TO  MAKE  THIS  YEAR'S  LIST. 


IN  THE  Industrial  Age,  there  were  Carnegie,  Mellon,  Rocke- 
feller... and  everybody  else.  But  wealth  in  the  digital  age  isn't 
confined  to  the  executive  suite.  As  our  Top  100  shows,  the  in- 
formation age  has  made  millionaires  out  of  engineers,  entre- 
preneurs, lawyers,  board  members,  brothers  (Sam  and  Charles 
Wyly,  Ted  and  Norman  Waitt),  cousins  (Doug  and  Rick 
Burgum),  even  school  dropouts  (Bill  Gates  and  Jim  Clark). 
How  have  so  many  become  so  rich?  In  a  word:  equity. 
In  technology  more  employees  have  it,  or  get  it,  in  options, 
than  in  any  other  sector.  In  1993  the  Wyatt  Company  found  that 
stock  grants  to  nonexecutive  employees  in  high  tech  compa- 
nies ran  about  twice  the  rate  of  all  industries,  and  four  times  the 
rate  of  manufacturing  concerns.  William  H.  Mercer,  a  leading 
compensation  consulting  firm,  reports  computer  companies 
reserve  approximately  16%  of  outstanding  shares  for  employee 
equity  incentive  plans.  That's  nearly  twice  the  average  of  350 
companies  it  surveyed  in  industries  ranging  from  petroleum 
refining  to  commercial  banking.  At  two  of  the  sector's  largest 
companies,  Cisco  Systems  and  Microsoft,  100%  of  full-time 
employees  (even  secretaries  and  janitors)  are  eligible  for  stock 
options  as  part  of  their  compensation. 

The  key  to  becoming  rich  isn't  just  getting  stock,  of  course, 
but  keeping  it.  The  superrich  on  our  Top  100 — Microsoft's  Bill 
.Gates  and  Paul  Allen,  Intel's  Gordon  Moore,  Oracle's  Larry  Ellison, 
Dell's  Michael  Dell — still  own  5%  or  more  of  the  companies  they 
founded.  They  didn't  lose  controOing  interest  to  outside  investors 
or  the  public.  And  it's  not  just  founders  of  established  technology 
companies  who  can  make  that  claim.  The  Burgum  family  of  Fargo, 
North  Dakota,  maintains  over  40%  interest  in  Great  Plains  Soft- 
ware. The  two  engineering  founders  of  i2  Technologies,  Sanjiv 
Sidhu  and  Ken  Sharma,  together  control  about  80%  of  the  stock. 


Not  one  millionaire  on  our  list  would  be  there  if  his  or  her 
company  were  not  well  managed,  in  a  great  market  niche,  and 
probably  a  little  lucky.  Hewlett-Packard  and  Motorola  are  old- 
line  companies  whose  leaders  have  defdy  adapted  to  new  technol- 
ogies, keeping  the  fortunes  of  executives  intact.  PeopleSoft  and 
Siebel  Systems,  on  the  other  hand,  have  become  major  players 
in  enterprise  applications  software  by  shrewdly  choosing  segments 
that  Oracle  ignored.  That's  why  Dave  Duffield  of  PeopleSoft  is 
worth  almost  $2  billion,  Tom  Siebel  nearly  a  half-billion. 

And  lucky?  Ask  Jim  Clark,  Marc  Andreessen,  and  Jim  Barks- 
dale  of  Netscape  or  Yahoo's  David  Filo  and  Jerry  Yang  about  that. 
Great  timing,  great  products,  and  luck — the  Internet  caught  on — 
put  these  five  on  the  list.  Three  years  ago,  they  wouldn't  have 
come  close. 

That's  testimony  to  the  last  element  of  how  to 
become  a  millionaire  in  the  digital  age:  Be  public  or 
go  public  in  a  technology  bull  market.  Wall  Street 
finally  recognized  the  important  role  technology 
companies  play  in  the  economy,  though  it  would've 
been  blind  not  to.  In  1990  only  IBM  was  among  the 
nation's  largest  market  cap  companies;  this  year, 
IBM,  Microsoft,  Intel,  and  Hewlett-Packard  rank  in  the 
top  20.  This  recognition,  combined  with  a  bull  market,  has 
helped  push  tech  stock  prices  into  the  stratosphere.  In  the 
last  two  years  alone,  the  Nasdaq  Composite  has  recorded  a 
110%  increase. 

Next  year,  this  list  will  surely  be  different.  The  technology  sec- 
tor moves  too  swiftly  for  a  list  like  this  to  stagnate.  But  we  can 
promise  this:  There  will  be  100  in  technology  worth  at  least 
$49  million — our  cutoff  this  year — and  probably  more.  ► 


Methodology:  List  includes  only  individuals  and  wealth  associated  with  public  information  technology  companies  (public  as  of  July  28, 1997)  excluding  telecommunications  and  biotech- 
nology companies.  To  be  included,  individuals  had  to  be  direcdy  associated  with  the  company  or  recently  retired.  Holdings  were  derived  from  companies'  most  recent  proxy  statements 
filed  with  SEC.  Holdings  include  only  shares  and  options  beneficially  owned  by  individuals  as  defined  by  SEC.  Option  values  were  calculated  by  subtracting  average  exercise  price 
from  market  price  as  of  July  28, 1997.  Stock  values  were  calculated  using  market  price  as  of  July  28,  1997  In  some  cases,  holdings  were  obtained  from  CDA  Spectrum  Research  Services. 
Business  key:  SW=Software;  SEMI=Semiconductors;  CH=Computer  Hardware;  COMM=Communications;  NET=Networking;  PER=Peripherals;  SRV=Services. 
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Bank  Name Age    Position  Company  Location  Business  Holdings  Estimated -MealHi 

1  Bill  GATES  41     chr/ceo  MICROSOFT  Redmond,  WA        SW  282.2M  $38.66B 

Consider  this:  Cites  wishes  Microsoft  weren't  a  public  company.  But  at  the  time  of  Microsoft's  1986  IPO,  he  actually  had  little  choice  in  the  matter.  The  company's  s(oc/c  option 
plan  forced  the  offering.  So  many  options  were  outstanding  that  SEC  rules  required  the  company  to  register  its  securities.  Gates  owned  44.8%  of  the  company  after  the  IPO,  and 
still  holds  about  24%.  Like  many  of  Microsoft 's  rich,  Gates  is  on  a  regular,  blind  predefined  stock- selling  "program. "  in  part  to  avoid  any  allegations  of  insider  trading. 

2  PAUL  ALLEN  44    fndr/dir  MICROSOFT  -      Redmond,  WA        SW  107.8M  $14,778 

Allen  became  ultrarich  the  easy  way-by  association.  Sure,  he  and  Gates  started  Microsoft  in  1975.  but  by  the  time  it  went  public.  Allen  had  been  retired  for  three  years.  He  left 
after  contracting  Hodgkin's  disease  (he's  been  in  remission  for  more  than  10  years).  He  owned  24.9%  of  the  company  after  ti>e  IPO  and  now  holds  about  9%.  He's  enjoying  his 
wealth,  buying  airplanes  (a  Boeing  757)  and  sports  teams  (Portland  Trailblazers.  Seattle  Seahawks).  and  investing  in  a  variety  of  new  technology  companies  (Starwave,  etc.). 

3  STEVE  BALLMER  41     vp  MICROSOFT  Redmond,  WA       ^W  59^9M  $8.21B 

Ballmer  met  Bill  Gates  at  the  movies  when  they  were  dorm-mates  at  Harvard  (although  Ballmer  graduated).  In  1980  Gates  and  Paul  Allen  hired  Ballmer  from  Procter  &  Gamble  as 
Microsoft's  first  manager.  They  lured  him  to  the  startup  with  a  stake  of  about  8%.  Today  Ballmer  still  owns  5%.  He's  called  the  company's  general  (he  controls  the  troops  and 
pinches  pennies)  and  its  "embalmer"  (because  he  is  so  competitive).  Either  way,  he's  the  company's  key  tactician. 

4  LARRY  ELLISON  53    chr/ceo  ORACLE  Redwood  Shores,  CA  SW  150.8M  $8.20B 

The  industry's  most  notorious  playboy,  Ellison  started  Oracle  in  1977,  building  the  first  relational  database  product  nights  and  weekends.  Ellison's  initial  investment:  $2,000.  He 
almost  ran  the  company  into  the  ground  in  1990  with  his  overdrive  management  style.  Since  then  (he  had  to  restate  earnings  in  1991  and  cope  with  nasty  investor  lawsuits), 
Ellison  has  contained  his  warp  speed  activities  to  the  air.  He  owns  a  Gulfstream  5,  a  Pilatis  Swiss  jet  trainer,  a  Cessna  Citation,  and  a  Machetti  Italian  jet  fighter  Why  not?  With 
22.8%  of  Oracle  stock,  he's  California's  richest  citizen. 

5  GORDON  MOORE         68    chr  INTEL  Santa  Clara,  CA      SEMI  90M  $7,978 

Without  him,  the  modern  PC  wouldn't  be  the  same.  Moore  left  Fairchild  Semiconductor  in  1968  with  the  late  Robert  Noyce  to  form  Intel,  now  the  world's  largest  chipmaker  As 
founding  partners,  he  and  Noyce  led  the  equity  pecking  order  over  others  (notably  CEO  Andy  Grove.  No.  26).  Moore  still  owns  5.5%  of  the  company.  One  of  the  industry's  nice 
guys,  he  ran  Intel  from  1975  to  1987.  earning  options  along  the  way. 

6  MICHAEL  DELL  32    chr/ceo  DELL  Round  Rock,  TX     CH  59.2M  $4,668 

The  youngest  billionaire  on  our  list.  Dell's  story  is  the  stuff  that  high  tech  legends  are  made  of.  A  onetime  biology  major  at  the  University  of  Texas  at  Austin,  he  started  Dell  in 
1984  at  age  1 9  by  using  his  BMW  as  collateral  for  a  loan  and  taking  $1,000  out  of  his  savings  account  to  buy  a  business  license.  By  the  day  he  would  have  graduated  from  college, 
Dell  was  selling  $70  million  worth  of  computers  a  year.  Today  it  is  the  leader  in  the  field  of  customized  PCs,  selling  $2  million  a  day  from  its  Web  site  alone.  Dell's  revenues  in 
fiscal  1997  were  $7.8  billion.  He  owns  16%  of  the  company. 

7  WILLIAM  HEWLETT       84    fndr  HEWLETT-PACKARD         Palo  Alto,  CA        CH  63.9M  $4,208 

Hewlett  and  the  late  David  Packard  created  technology's  first  "garage  startup"  when  they  formed  HP  as  an  electronic  instruments  company  in  a  garage  in  1939.  Never  a  go-go 
kind  of  place.  HP  has  been  quietly  nimble  at  making  quality  products  that  keep  pace  with  technologies.  Hewlett's  6.4%  current  stake  is  worth  billions  almost  60  years  later. 

8  TEDWAITT  34    chr/ceo/fndr  GATEWAY  2000  N.  Sioux  City,  SD   CH  71. 1M  $2,838 

This  pigtailed  lowan-turned-South-Dakotan  borrowed  (lor  tax  reasons)  $10,000  from  his  grandma  to  cofound  (with  Michael  Hammond)  a  mail-order  computer  concern  in  a 
farmhouse  in  1985.  Now  it's  the  second-largest  computer  mail-order  house  (behind  Dell)  in  the  world,  with  $5  billion  in  sales.  The  relatively  low  cost  of  doing  business  in  the 
heartland  helped  Gateway  net  $250. 7  million  in  fiscal  1 996.  Waitt  still  owns  45. 6%  of  the  company. 

9  DAVID  DUFFIELD         57    fndr/ceo  PEOPLESOFT  Pleasanton,  CA      SW  29.8M  $1,738 

PeopleSoft  is  a  great  example  of  how  the  right  niche  market  can  really  pay.  In  the  1980s  Duffield  repeatedly  tried,  to  no  avail,  to  get  his  employer.  Integral  Systems,  to  create 
decentralized  client/server  human  resources  software.  So  he  quit  and  started  PeopleSoft  in  1987,  mortgaging  his  house  to  do  it.  Today  PeopleSoft's  sales  are  in  the  $500  million 
range,  and  its  stock  trades  at  77  times  trailing  earnings.  The  clean-cut,  white-haired  Duffield,  who  owns  27.4%  of  the  company,  is  one  of  the  industry's  sweeter  guys.  He  sends 
his  own  thank-you  notes  and  displays  a  puppy-picture  calendar  in  his  cubicle  office. 

10  CHARLES  B.  WANG       53    chr/ceo  COMPUTER  ASSOC.         Islandia,  NY  SW  18.7M  $1,208 

Wang  lands  on  our  list  because  he  has  built  a  $4  billion  business  the  hard  way-through  acquisition.  This  Shanghai  native  (Mao  drove  the  family  out)  started  CA  in  1976  with  three 
other  people  and  his  credit  cards-he  maxed  them  out  to  keep  the  company  afloat.  With  the  business  market  in  mind.  Wang  concentrated  on  enterprise  and  information 
management  applications.  When  CA  couldn't  produce  a  product  fast  enough,  Wang  bought  a  company  that  could.  He's  acquired  more  than  60  entities  so  far.  His  stake  in  CA  is 
5%,  more  than  enough  to  pay  down  his  credit  cards. 

11  ROBERT  GALVIN  74     chr  MOTOROLA  Schaumburg,  IL      COMM  14.2M  $1,108 

Who  says  it  doesn't  pay  to  follow  in  your  father's  footsteps?  Son  of  Motorola  founder  Paul  Galvin,  Robert  ran  the  company  from  1956  to  1990.  He  turned  it  into  a  high  tech 
consumer  goods  powerhouse.  He  is  the  only  Motorola  officer  or  director  with  more  than  a  1%  ownership  share:  he  has  2.4%. 

12  JOHN  MORGRIDGE       64    chr  CISCO  San  Jose,  CA         NET  1MM  $779.4M 

Unlike  many  on  our  list,  Morgridge  isn't  a  founder  of  Cisco.  That  honor  goes  to  Sandy  Lerner  and  Leonard  Bosack,  who  were  pushed  out  to  make  room  for  more  professional 
management.  Morgridge  was  the  chosen  man,  serving  as  CEO  from  1 988  to  1 995.  Legendary  for  his  frugality,  he 's  turned  Cisco  into  a  billion-dollar  company.  For  his  trouble  he 
got  1 .  55%  of  the  company.  He  remains  Cisco 's  largest  individual  shareholder. 

13  SANJIVSIDHU  39    chr/ceo  12  TECHNOLOGIES         Irving,  TX  SW  16M  $716.0M 

Sidhu's  got  the  formula  for  high  tech  wealth:  Own  64.5%  of  your  company  after  it  goes  public.  12  develops  and  sells  pricey  manufacturing  productivity  software  to  customers  such 
as  3M,  Caterpillar,  and  Bethlehem  Steel.  Born  in  India,  Sidhu  started  12  in  1988  in  his  Dallas  apartment.  His  pregnant  wife  supported  him  as  a  technical  writer  while  he  got  the 
company  off  the  ground.  Lucky  guy. 

14  CRAIG  BENSON  42  fndr/coo  CABLETRON  Rochester,  NH  NET  19^3M  $641.8M 
With  cofounder  S.  Robert  Levine  (No.  19),  Benson  actually  cut  cable  in  a  garage  during  his  lunch  hour  to  make  Cabletron's  first  networking  products.  Now  a  leader  in  local-area- 
network  and  wide-areanetwork  products,  Cabletron  rang  up  $1.4  billion  in  sales  list  year  Benson's  stake:  12.2%. 
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Patrick  Nettles  $221.0  Mill 


David  Huber  S306.5  Million 
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15  JIMCIARK  53    fndr/chr  NETSCAPE  Mtn.  View,  CA        SW  15.9M  $S97.0M 

He  founded  Silicon  Graphics  with  venture  cspital,  so  he  was  forced  to  give  most  of  SGI's  equity  to  his  backers.  Clark  didn't  make  the  same  mistake  twice.  When  he  founded 
Netscape  in  1994.  his  S3  million  investment  bought  more  than  9  million  (presplit)  shares,  or  28%  of  the  company.  When  Netscape  led  the  Internet  stock  boom  after  its  August 
1995  IPO.  Clark  became  a  paper  billionaire.  The  stock  market  has  since  cooled  on  Internet  companies,  but  Clark  (with  an  18%  stake)  can  still  afford  to  fly  planes  and  sail  boats. 

16  NORMAN  WAITT  43    ret  cfo  GATEWAY  2000  N.  Sioux  City,  SD   CH  13iM  $S43.0M 

This  brother  is  probably  happy  he  was  a  natural  number  cruncher.  Ted  (No.  8).  the  entrepreneur,  asked  Norman,  a  math  whiz,  to  join  Gateway  six  months  mto  its  operation  to 
provide  financial  guidance.  Norman  agreed,  so  long  as  he  could  get  an  equity  share.  Smart  move.  Retired  as  CFO  in  1991,  Norman  still  owns  8. 7%  of  the  company. 

17  STEVE  JOBS  42    chr/ceo  PIXAR  Richmond,  CA       SW  30M  $S13.8M 

He  was  tossed  out  of  Apple  in  1985.  butjobs's  equity  stake  in  P'xar-a  whopping  72.9%-ensures  him  a  permanent  place  at  Pixar's  table.  He  purchased  this  digital  animation 
studio  from  Star  Wars  director  George  Lucas  for  $10  million  in  1986.  Jobs  invested  $50  million  before  Pixar  finally  penned  a  deal  with  Disney  for  three  movies  in  1991.  The  first. 
Toy  Story,  was  the  third-largest-grossing  animated  movie  in  history.  That  helped  Pixar  earn  $25  million  on  $38  million  in  revenues  (1996). 


18     PATRIZIO  VINCIAREllI  50    ceo  VICOR  Andover,  MA         PER  21 M  $S03.5M 

After  Larry  Ellison,  he's  this  list's  most  eligible  bachelor.  This  Roman  physicist  was  listening  to  classical  music  when  his  stereo  failed  in  the  1970s.  The  event  inspired  him  to  build 
a  more  stable  converter  for  direct  current.  Today  Vicor,  founded  in  1981.  is  the  largest  manufacturer  of  high-density  power  components.  Now  that's  beautiful  music. 


19  S.  ROBERT  LEVINE       39    fndr  CABLETRON  Rochester,  NH       NET  14.7M  $488.2M 

Levine  is  a  onetime  cable  supply  shop  owner  in  Massachusetts  who  had  bigger  things  on  his  mind.  With  Craig  Benson  (No.  14),  Levine  founded  networking  hardware  giant 
Cabletron  in  1983.  Famous  for  penny-pinching  (Cabletron  employees  on  the  road  have  to  bunk  at  Best  Western),  Levine  can  afford  better.  He  owns  9.3%  of  the  company.  He 
recently  stepped  down  as  CEO. 

20  JON  SHIRLEY  59    dir  MICROSOFT  Redmond,  WA        SW  16M  $483.5M 

The  second  professional  president  at  Microsoft,  Shirley  came  in  from  Tandy  in  1983  to  give  the  company's  nerd  founders  a  touch  of  management  class.  After  the  1986  IPO,  he 

had  a  1.4%  stake.  He  left  his  operating  role  in  1989.  at  age  51,  to  sail  his  boat  and  have  some  fun.  i   |||i 

21  TOM  SIEBEL  44    fndr/chr/ceo  SIEBEL  SYSTEMS  San  Mateo,  CA       SW  13M  $42S.0M 

Siebel  is  an  example  of  how  millions  beget  millions  in  Silicon  Valley.  A  marketing  wizard,  he  was  employee  number  50  at  Oracle,  where  he  made  his  first  fortune.  He  left  in  1990  for 
Gain  Technology,  which  was  sold  to  Sybase.  The  deal  made  him  richer.  Then  he  started  his  own  company  with  some  of  that  dough  in  1993.  It  specialized  in  a  niche-sales,  marketing. 
and  customer  service  automation  systems-that  other  vendors  ignored,  but  which  has  become  a  fast-growing  area.  Following  a  1996  IPO,  Siebel  now  holds  38%  of  the  company. 

22  SCOTT  McNEALY  42     chr/ceo  SUN  MICROSYSTEMS      Mtn.  View,  CA        CH  9^2M  $417.0M 

The  son  of  an  American  Motors  executive.  McNealy  is  proof  that  technology  founders  can  turn  startups  into  billion-dollar  enterprises.  In  1982  he  and  Vinod  Khosia,  both 
M.B.A.  s.  plus  two  technologists,  founded  Sun.  McNealy  became  CEO  in  February  1984  at  the  ripe  old  age  of  29.  Sun  today  has  $9  billion  in  revenues.  It  burst  onto  the  Internet 
scene  with  its  Java  programming  language  in  1995.  McNealy  is  also  a  mean  ice  hockey  player.  He  owns  2.5%  of  the  company. 

23  DAVID  HUBER  47     ret  cIeNA  Linthicum,  MD       COMM  5iM  $306.5M 

Ciena  produced  the  single  largest  venture-backed  IPO  in  the  history  of  Wall  Street  last  February:  at  the  end  of  trading,  the  then  $54.8  million  (revenues)  company  had  a  market 
cap  of  $3.6  billion.  That's  why  Ciena  supplied  the  Forbes  ASAP  Top  100  list  with  four  multimillionaires.  It's  in  one  of  the  hottest  businesses  around:  fiber-optic  transmission 
systems  that  deliver  what  everyone  wants-bandwidth.  Huber  percolated  the  technology  at  a  lab  at  General  Instrument  (now  called  Next  Level)  before  starting  the  company  in 
1992.  He  owns  5.9%  of  its  shares  and  left  Ciena  to  enjoy  them. 

24  RICHARD  E6AN  61     fndr/chr  EMC  Hopkinton,  MA       PER  6^2M  $300.4M 

One  of  the  most  successful  data  storage  outfits  in  the  business,  EMC  was  founded  by  Egan,  his  wife  Maureen  (No.  64),  and  a  college  roommate.  Roger  Marino,  in  1979.  They  self- 
financed  the  company  with  their  savings.  Egan  claims  his  stint  working  for  Andy  Grove  (No.  26)  as  general  manager  of  Intel's  systems  division  taught  him  more  than  business 
school.  It  certainly  seems  so.  EMC  revenues  for  1996  were  $2.3  billion.  Egan  holds  a  2.7%  stake. 

25  JEFFREY  P.  BEZOS        33    fndr/ceo  aMaZ0N.COM  Seattle,  WA  SRV  m\  $275.5M 

A  onetime  hedge  fund  manager,  Bezos  can  take  credit  for  creating  the  Internet's  most  successful  commercial  enterprise.  A  computer  buff  (he  has  degrees  in  electrical  engineering 
and  computer  science  from  Princeton),  Bezos  became  fascinated  with  the  Internet  and  drew  up  a  list  of  products  he  might  want  to  sell  over  it:  CDs,  computer  parts,  videos. ..he 
settled  on  books.  A  wise  choice.  Amazon  offers  2.5  million  titles  over  the  Net.  Bezos  smartly  still  owns  41.4%  of  the  company,  public  since  May. 


26     ANDY  GROVE  61     ceo  INTEL  Santa  Clara,  CA     SEMI  3.1M  $267.0M 

_  Intel's  employee  number  three,  Grove  worked  his  way  up  the  corporate  ladder  to  CEO.  His  place  in  the  founding  hierarchy  results  in  a  lower  net  worth  than  that  of  founder 
Gordon  Moore  (No.  5).  Grove,  a  management  legend  in  Silicon  Valley,  has  turned  a  billion-dollar  enterprise  into  a  $21  billion  behemoth.  Sales  of  his  best-selling  book,  Only  the 
Paranoid  Survive,  should  boost  his  own  bottom  line. 


27     GEORGE  PERLEGOS      47     chr/ceo/pres  ATMEL  San  Jose,  CA         SEMI  8.1M  $266.8M 

Atmel  makes  nonvolatile  memory  chips,  used  mostly  in  portable  devices  like  pagers  and  cell  phones.  Thai's  why  it's  a  $1  billion  company.  This  Greek  immigrant,  with  brother  Gust 
(No.  48)  and  engineer  Tsung-Ching  Wu  (No.  69),  started  Atmel  in  1984  with  George's  handwritten  business  plan.  They  financed  it  with  $30,000  of  their  own  money.  George 
holds  8.2%  ofAtmeTs  outstanding  shares. 


28  PATRICK  NETTLES         53    ceo/pres  CIENA  Linthicum,  MD       COMM  4.1  M  $221.0M 

The  hired  professional  manager  behind  Ciena's  success.  Nettles  came  to  the  company  in  1994,  two  years  after  its  inception.  A  physicist  turned  CEO,  Nettles  worked  at  Vitalink 
and  Optilink  before  one  of  Ciena 's  major  venture  backers.  Sevin  Rosen,  brought  him  in.  An  avid  sailor.  Nettles  now  has  enough  Ciena  stock  (4.2%)  to  buy  himself  a  big  boat. 

29  WILFRED  CORRIGAN     59    chr/ceo  LSI  LOGIC  Milpitas,  CA  PER  7^IM  $209.6M 

The  Liverpool,  England-born  Corrigan  landed  in  Silicon  Valley  as  did  many  early  pioneers  in  the  chip  business:  He  got  a  job  at  Fairchild.  In  1981  he  founded  LSI.  It's  now  one  of 
the  leading  suppliers  of  custom,  high-performance  semico'nductors.  LSI  has  been  public  since  1 983:  Corrigan  retains  a  5. 5%  ownership  stake. 
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30  RAYNOORDA  73    ret  NOVELL  Provo,  UT  NET  25.9M  $202.2M 

Noorda  put  Utah  on  the  high  tech  map  when  he  created  Novell  in  1982  as  a  networking  software  company.  Noorda  invested  $125,000  of  his  own  money  to  buy  about  33%  of 
Novell,  which  was  origmally  a  subsidiary  of  Safeguard  Scientific.  Noorda's  one  miss:  buying  WordPerfect.  Soon  after  he  retired  in  '94,  the  acquisition  failed.  Noorda  now  chairs 
the  Canopy  Group.  Under  former  Sun  Microsystems  technologist  Eric  Schmidt,  Novell  is  struggling.  Noorda  still  owns  7.5%. 

31  JIM  BARKSDALE  54    ceo/pres  NETSCAPE  Mtn.  View,  CA        SW  SM  $198.9M 

He  didn  'tjoin  Netscape  for  the  salary:  Barksdale  makes  a  buck  a  year  Founders  Jim  Clark  (No.  15)  and  Marc  Andreessen  (No.  91)  lured  this  smooth-talking  Southerner  away  from 
AT&T  with  a  big  chunk  of  stock-originally  11.6%  of  the  company.  It  could  have  been  worthless,  but  Barksdale's  leadership,turned  a  flashy  startup  into  a  real  business.  He's 
holding  his  own  against  Microsoft,  which  is  more  than  a  lot  of  CEOs  can  claim.  He  owns  6%  today. 

32  SCOTT  COOK  45    fndr/chr  INTuIt  Mtn.  View,  CA       ^W  7JM  $187.9M 

What  a  difference  a  couple  of  years  can  make.  When  we  calculated  the  worth  of  technology's  rich  two  years  ago.  Cook  was  worth  $400  million.  But  the  blush  is  off  this  maker  of 
personal  financial  software,  despite  the  fact  that  its  Quicken  program  has  captured  90%  of  the  market.  Unfortunately  for  Intuit,  the  other  10%  belongs  to  Microsoft.  In  1994  Bill  Gates 
convinced  Cook  to  sell  out,  but  the  DOj  stopped  the  merger.  The  deal  would've  made  Cook's  current  16.9%  of  Intuit  worth  about  $1.5  billion  In  late-1997  Microsoft  shares.  Ouch! 


32    JERRY  YANG  28    fndr  YAHOO  Santa  Clara,  CA     SRV  4M  $187.9M 

34  DAVID  FILO  31     fndr  3.9M  $18S.6M 

They  turned  a  cool  technology-a  directory  for  the  World  Wide  Web-into  a  big  business.  This  pair  of  Stanford  University  grads  owns  a  big  piece  of  the  company,  14%  each.  That's 
after  they  gave  up  50%  of  the  company  to  a  venture  firm,  Sequoia  Capital,  and  Japan 's  Softbank  Holdings,  for  funding.  Yang  and  Fib  personify  the  best  in  young,  wealthy  Silicon 
Valley  entrepreneurs:  They  each  donated  52, 718  Yahoo  shares,  then  worth  $1  million,  to  their  alma  mater. 

35  RICHARD  MOLEY         58    vp  CISCO  San  Jose,  CA         NET  2.4M  $184.8M 

One  great  way  to  make  a  high  tech  fortune?  Build  a  super  company  (StrataCom)  and  sell  it  to  Cisco.  That's  what  Moley  did.  His  StrataCom  was  a  leader  in  frame  relay  technology: 
he  sold  out  to  Cisco  in  July  1996.  He 's  aggressive,  gutsy,  smart,  and  oh,  pretty  darn  rich.  His  shares  of  StrataCom  were  exchanged  one-for-one  for  Cisco  shares. 

36  LESLIE  VADASZ  61     dir/vp  INTEL  Santa  Clara,  CA      SEMI  2JM  $183.4M 

Another  Intel  founder  (he  joined  in  1 968),  Vadasz  has  worked  in  a  half-dozen  engineering  units  of  the  chip  giant,  always  in  a  management  role.  He 's  a  director,  too,  although  his 
office  is  still  the  company's  standard  cubicle. 

36     CHRISTOPHER  GALVIN  47     ceo  MOTOROLA  Schaumburg,  IL      COMM  2.5M  $183.4M 

Like  grandfather,  like  father,  like  son.  This  Galvin  is  the  third  in  line  to  run  the  company,  started  in  1928  as  a  family  business.  CEO  since  January,  he's  Motorola's  second-largest 
individual  shareholder,  behind  father  Robert  (No.  1 1). 


38     DAVID  FULTON  53    ret  MICROSOFT  Redmond,  WA        SW  1.3M  $178.1M 

Fulton  is  a  terrific  example  of  why  software  entrepreneurs  dream  of  selling  out  to  Microsoft.  In  1992  Microsoft  acquired  his  Fox  Software  in  a  stock  swap,  a  deal  valued  at  $175  million. 
Fox  made  a  database  compiler;  Fulton  was  the  chief  architect  of  it.  He  headed  Microsoft 's  database  development  division  for  a  while,  but  he's  no  longer  there.  He  doesn  't  need  the  income. 
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Exabyte  Mammoth  technology  adds  up  to  better  backup. 

Far  better,  in  fact,  than  anything  offered  by  DLT'".  If  you've  been  thinJiing  about  DLT's  "fast  throughput "  -  think  again. 
Independent  testing  demonstrates  Mammoth's  superiority  in  real-world  backup  applications.  Certified  by  Microsoft® 
to  be  Windows  NT"  compatible,  Mammoth  is  also  certified  in  our  laboratories  for  optimum  performance  in  NT  and  UNIX® 
environments.  This  performance  combined  with  competitive  pricing  make  Mammoth  the  price/performance  leader 

Mammoth  wins  on  reliability,  too.  While  a  Mammoth  drive  writes  to  a  tape  in  a  single, 
gentle  pass,  a  DLT  drive  demands  64  high-tension  passes  to  do  the  same  job. 
Small  wonder  that  Mammoth  8mm  tape  drives  are  rated  significantly  more  reliable  than 
comparable  DLT  products.  And  with  Mammoth's  availability,  it  all  adds  up. 

« 

Want  proof?  The  independent  reviews  are  in  and  are  yours  for  the  asking.  Just  give  us 
a  call  at  1-800-EXABYTE  ,'br  your  free  *1  CHOICE  packet  or  visit  our  web  site  at 
www.exabyte.com. 

Exabyte.  The  recognized  leader  in  UNIX,  the  #1  choice  for  NT. 
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39     KENSHARMA  56    exec  vp  i2  TECHNOIOGIES         Irving,  TX  SW  4M  $176.8M 

Here's  why  engineers  take  risks  to  join  technology  startups.  Sharma  agreed  to  leave  a  secure  job  in  1988  to  join  12  cofounder  Sanjiv  Sidhu  (No.  13).  Both  were  former  Texas 
Instruments  programmers.  Sharma  got  18%  of  the  company  for  taking  the  risk.  After  the  IPO  he  still  holds  15.9%. ,. 


40 


ESS  TECHNOLOGIES       Fremont,  CA 


SEMI 


11.7M 


$174.2M 


FRED  CHAN  50    ceo 

ANNIE  CHAN  45    dir 

He's  the  business  brain  and  engineer  behind  the  company.  She's  served  in  a  variety  of  roles.  Together  they've  made  a  bundle  making  mixed-signal  semiconductor  audio  chips,  the 
devices  that  make  desktop  and  notebook  PCs  jingle  and  hum.  The  couple  holds  over  30%  of  the  company.  They  put  another  9.5%  of  ESS  into  a  trust  for  their  kids. 

41  CRAIG  BARRETT  58    dir/coo  INTEL  Santa  Clara,  CA      SEMI  lAM  $172.SM 

Barrett  is  credited  with  making  Intel  into  the  manufacturing  machine  that  it  is  today,  giving  it  a  significant  edge  over  competitors  who  clone  Intel's  chips.  Since  1975  Barrett  has 
been  a  loyal  lieutenant  to  CEO  Andy  Grove,  whom  he  11  likely  replace  as  CEO.  But  he 's  known  for  living  a  balanced  lifestyle,  taking  time  out  to  enjoy  outdoor  sports. 

42  ECKHARD  PFEIFFER      55    ceo  COMPAQ  COMPUTER       Houston,  TX  CH  UM  $1S7.5M 

This  straitlaced  German  led  ailing  Compaq  back  to  prosperity  after  the  board  booted  out  the  first  CEO,  Rod  Canion.  Last  year  Compaq  was  the  number-one  PC  maker  in  the  world, 
with  $18.1  billion  in  sales.  Pfeiffer's  big  gamble  of  late:  acquiring  Tandem  Computers  last  summer.  His  wealth  comes  from  exercisable  options,  priced  on  average  at  about  15%  of 
the  market  price  of  the  stock. 

43  LARRY  GARLICK  48    chr/ceo  REMEDY  Mtn.  View,  CA        SW  13M  $140.9M 

Garlick  could  be  voted  our  list's  least  likely  to  be  identified  as  a  millionaire.  When  Remedy  went  public  in  1995,  he  bought  a  fly-fishing  rod  and  new  seat  covers  for  his  '88  Acura. 
Remedy 's  scalable  and  adaptable  client  server  software  for  IS  departments  is  hugely  popular.  Revenues  were  $20  million  in  1 994,  $80  million  last  year.  Garlick  still  has  the  Acura, 
but  he's  picked  up  some  other  cars. 

44  STEPHEN  CASE  39    chr/ceo  AOL  Dulles,  VA  SRV  2.2M  $137.3M 

He's  the  brash  founder  of  America's  most  popular  online  Internet  access  service  provider.  With  a  background  in  consumer  marketing  at  Procter  &  Gamble  and  Pepsico,  Case 
in  the  past  12  years  has  turned  AOL  into  a  $2  billion  company  with  more  than  8  million  subscribers.  He's  had  his  share  of  problems,  including  a  40%  stock  drop,  an  nc 
investigation  into  billing  practices,  and  countless  service  interruptions  and  access  problems.  Still,  AOL  remains  the  ISP  of  choice  and  Case  (with  2.4%  of  the  company)  is  one 
rich  entrepreneur. 

45  PAULMARITZ  42    vp/prod  MICROSOFT  Redmond,  WA        SW  1M  $132.SM 

A  South  African.  Maritz  was  hired  away  from  Intel  in  1986  to  run  Microsoft's  product  groups.  Bill  Gates  calls  him  a  "crisp"  thinker,  engineers  love  to  work  with  him.  His  Microsoft 
wealth  comes  from  options;  almost  all  of  his  holdings  are  vested. 

46  JEFFRAIKES  39    vp/sales/mrkt         MICROSOFT  Redmond,  WA        SW  909,274  $124.6M 

Born  in  Nebraska  and  educated  at  Stanford  (he  has  an  engineering  degree),  Raikes  left  Apple  Computer  in  1 981  (talk  about  your  good  move)  to  take  on  sales  and  marketing  at 
Microsoft.  Raikes  owns  part  of  the  Seattle  Mariners  baseball  team. 
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47  lOUGERSTNER  55    chr/ceo  IBM  Armonk,  NY  CH  1.5M  $122.1M 

Remember  when  IBM  seemed  doomed,  and  the  industry  predicted  that  this  RJR  Nabisco  alum  wasn't  savvy  enough  in  technology  to  turn  it  around?  That  was  in  1993.  after  IBM 
lost  almost  $8  billion.  Last  year  the  company  made  $5.4  billion  on  sales  of  $76  billion.  So  Cerstner  is  having  the  last  laugh  all  the  way  to  the  bank.  His  generous  1996  comp 
package  includes  a  $1.5  million  annual  salary,  $3.27  million  bonus,  and  a  1 0-year  stock  option  plan  for  600. 000  shares  of  common  stock  at  $63.34  per  share. 

48  GUST  PERLEGOS  50    exec  vp/gen  mgr     ATMEl  San  Jose,  CA         SEMI  37M  $120.1M 

Like  his  younger  brother  George  (No.  27),  Gust  is  an  E.E.  from  Stanford  University.  The  brothers  created  a  company  perfect  for  the  1990s:  making  memory  chips  suited  for 
lightweight  devices  like  cell  phones.  Gust  and  George  are  sons  of  a  Greek  grape  grower  Gust  has  3. 7%  ofAtmel's  stock. 

49  NATHAN  MYHRYOLD      38    do  MICROSOFT  Redmond,  WA        SW  863,160  $118.3M 

As  chief  technologist  of  Microsoft,  Myhrvold  is  responsible  for  guiding  the  software  giant  toward  new  markets.  He 's  not  always  right:  He  missed  the  Internet  market,  at  least  for  a 
while.  This  roly-poly  physicist  (he  worked  with  Stephen  Hawking  at  Britain's  Cambridge  University)  wound  up  in  Redmond  by  selling  his  Berkeley,  California-based  Dynamical 
Systems  in  1 986.  He 's  famous  in  the  company  for  his  rambling  memos  on  the  future  of  computing  and  his  talent  as  a  French  chef 

50  BERNARD  YERGNES      52    chr/Eur  MICROSOFT  Redmond,  WA        SW  860,500  $116.3M 

Another  Microsoft  millionaire  on  our  list,  Vergnes  lands  here  because  he  was  the  company's  first  European  officer,  joining  in  1983.  The  Frenchman  went  on  to  conquer  the 
Continent  and  the  world,  creating  24  subsidiaries  that  employ  4,000.  He  retired  from  running  the  operation  as  president  in  July,  assuming  the  chairmanship. 

51  JERRY  FIDDLER  45    fndr/chr  WIND  RIYER  SYSTEMS    Alameda,  CA         SW  2!8M  $109.6M 

Fiddler  developed  generic  off-the-shelf  software  for  building  and  running  embedded  applications.  Technical  sounding,  yes,  but  an  important  market.  Wind  River  is  considered  the 
Microsoft  of  this  kind  of  microprocessor  code.  Started  in  1981,  Wind  River  went  public  in  1993.  But  the  stock  sank  to  two  bucks  (split  adjusted),  thanks  to  poor  management. 
Fiddler  hired  a  businessman  to  run  the  show  (current  CEO  Ron  Abelmann),  and  the  stock  has  bounced  up  twentyfold.  Fiddler  owns  1 1.2%  of  it. 

52  RAY  STATA  62    fndr/chr  ANALOG  DEVICES  Norwood,  MA        SEMI  3.5M  $108.0M 

He's  one  of  those  who  made  the  mold  for  MIT  entrepreneurs.  Stata  founded  this  integrated  circuit  maker  in  1965  and  ran  the  no-nonsense  company  first  as  president  until  1973, 
then  as  CEO  until  1996,  and  now  as  chairman  of  the  board.  There  was  little  room  at  Analog  for  the  freewheeling  frivolity  found  in  the  culture  of  Silicon  Valley  companies.  That 
didn't  seem  to  hurt.  Now  a  $1.2  billion  company.  Stata  owns  1.8%. 

53  RODNEY  SMITH  57     chr/ceo  ALTERA  San  Jose,  CA         SEMI  UM  $104.4M 

British-born  but  Silicon  Valley  aggressive.  Smith  wasn't  a  founder  of  Altera  in  1983.  He  showed  up  within  months  to  become  CEO.  He's  been  there  ever  since,  amassing  2%  of  the 
company,  the  largest  Altera  holding  of  any  individual.  Hard-nosed  and  competitive.  Smith  recently  overtook  rival  Xilinx  in  the  standings  in  the  programmable  logic  devices  market. 


54  C.N.  REDDY  41     sr  vp/engineering    ALLIANCE  San  Jose,  CA         SEMI  8.2M  $103.4M 

55  N.  DAMODAR  REDDY     59    chr/ceo/pres  8.2M  $103.3M 

These  two  brothers  founded  Alliance,  a  maker  of  DRAMs,  SRAMs,  and  other  memory  products,  in  1985.  Older  brother  "Dan"  is  an  E.E.  with  an  M.B.A.;  C.N.  is  a  design  wizard  with  15  RAM  patents. 
Together  they  have  turned  Alliance  into  what\nc.  magazine  ranked  the  1 2th-fastest-growing  small  public  company  of  1996.  Each  owns  about  the  same,  which  is  a  lot.  Dan  has  20.5%,  C.N.  has  20.6%. 
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We  live  in  a  digital  world.  That  is  easy  to 
is<i»isoiL(AO!isHir  see.  For  the  past  15  years,  Digital  Signal 
Processing  Solutions  from  Texas  Instruments 
have  been  the  drivuig  force  behind  the 
digital  revolution.  DSPs  have  made 
digital  TV'  possible.  Made  music  on 
CDs  soimd  better.  And  helped  cell 
phones  become  smaller,  yet  powerful. 
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Closer,  because  we  give  you  more.  More  choice,  more 

performance,   more  support  and  more  experience. 

We've  helped  30,000  customers  integrate  Tl 

DSP  Solutions  into  leading-edge  products. 

Which  means  we  can  help  you  get  your 

next  breakthrough  to  market  faster. 

So  how  are  we  going  to  celebrate 

launching  the  DSP  industry  15  years 

ago?  By  continuing  to  put  our  resources 

behind  developing  the  next  great  innovation 


\ 
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Today,  Tl  DSP  Solutions  are  being       _  _.. 

designed    into    applications    like    noise  ^5^ 

suppression  and  wireless  messaging.  Someday,  you'll  in  DSP  Solutions  technology.  The  future  depends  on  it 

be  able  to  attend  class  "virtually"  or  visit  relatives  via  3-D 

for  the  latest  on  Tl  DSP  Solutions,  visit  us  at 
imaging.  In  fact,  the  future  is  closer  than  you  think.  http://www.ti.com/sc/4076  or  call  1-800-477-8924,  ext.  4076. 


The  World   Leader 


DSP   Solutions 
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56  KENNETH  LEVY  54    chr  KIA-TENCOR  San  Jose,  CA         PER  1.63M  $102.6M 

The  product  of  the  April  1997  merger  between  KLA  Instruments  and  Tencor  Instruments,  KLA-Tencor  is  now  a  $1  billion  maker  of  semiconductor  manufacturing  equipment.  That 
put  Levy  on  our  list.  He  founded  KLA  Instruments  in  1976;  he  owns  1.9%  of  the  merged  entity.  His  strong  engineering  background  gives  the  new  company  a  competitive  edge: 
a  strong  engineering  orientation. 

57  GEORGE  KOZMETSKY    80    dir  emeritus  OEU  Round  Rock,  TX     CH  UM  $102.3M 

A  longtime  board  member  of  Dell.  Kozmetsky  made  his  real  fortune  as  cofounder  of  electronics  company  Teledyne.  When  it  merged  with  Allegheny  in  1996,  in  a  deal  valued  at 
$3.2  billion,  Kozmetsky  owned  5.2%.  His  Dell  holdings  come  in  part  as  a  result  of  his  board  participation. 


58  OLINB.  KING  63    chr/ceo  SCI  SYSTEMS  Huntsville,  AL        CH  1.3M  $95.5M 

They  call  SCI  the  "Kmart  ot  the  electronics  industry."  It  makes  just  about  anything  electronic-PCs,  peripherals,  telecom  equipment,  consumer  gadgets.  It  has  24  manufacturing 
plants  worldwide:  revenues  last  year  were  $4.5  billion.  Back  In  oi  Alabama,  King,  who  can  be  pretty  darn  funny,  runs" a  lean  and  mean  shop-no  PR  department,  no  investor 
relations  department.  You  have  a  question?  Call  Olin.  He  likes  to  recall  the  early  days  (1961)  when  he  was  really  a  "low  overhead"  company-he  worked  out  of  an  apartment  that 
had  just  7-foot  ceilings. 

59  ROBERT  BISHOP  55    chr/world  trade       SILICON  GRAPHICS        Mtn.  View,  CA        SW  im  $94.0M 

The  largest  smgle  mdividual  holder  of  SGI  stock  (2.2%),  Bishop  cut  himself  this  lucrative  ownership  deal  when  he  joined  the  company  to  run  its  world  sales  organization  in  1 986. 
He 's  made  more  individual  wealth  from  the  workstation  maker  than  the  founder  did.  A  burly,  brilliant  Australian.  Bishop  also  built  global  sales  organizations  for  DEC  and  Apollo. 

60  PAUL  SEVERING  49    dir  BAYNETWORKS  Santa  Clara,  CA      NET  3.1M  $90.3M 

A  super  technologist  and  entrepreneur,  Severino  founded  networking  company  Wellfleet  Communications  in  1986.  Then  he  merged  it  with  SynOptics  in  1994  to  form  Bay 
Networks.  Severino  is  more  of  a  company  starter  than  a  company  grower,  which  could  explain  why  Bay  Networks  has  lagged  behind  competitors.  Wellfleet  was  his  third  company. 
His  1.7%  stake  in  Bay  helps  him  finance  his  ventures. 

61  KENNETH  MORRIS        47    fndr/vp  PEOPIESOFT  Pleasanton,  CA       SW  1.5M  $88.8M 

The  cofounder  of  PeopleSoft,  Morris  left  Integral  Systems  with  Dave  Duffield  (No.  9)  in  1987  to  start  this  client/server  software  company.  He's  the  principal  architect  of  many  of 
the  company's  core  technologies.  This  programmer  has  an  M.B.A.  from  Harvard  and  a  B.A.  in  business  from  Southern  Methodist  University. 

62  JOSEPH  COSTELLO        43    ceo/pres  CADENCE  DESIGN  San  Jose,  CA         SW  2M  $83.0M 

One  of  technology's  tallest  millionaires  (he's  6  foot  6  inches),  Costello  has  run  this  design  automation  software  company  for  nine  years.  He's  been  flexible  in  his  vision.  He 
brought  services  into  his  business  model  in  1993  when  design  software  became  too  complex  for  customers  to  use.  Now,  20%  of  Cadence's  revenues  ($742  million  total  sales  last 
year)  come  from  the  service  side.  Costello  owns  2.2%  of  the  company:  he 's  never  exercised  any  of  his  options. 

63  MICHEL  LACOMBE        46    pres/Eur  MICROSOFT  Redmond,  WA        SW  600,244  $82.2M 

Lacombe  got  rich  in  Microsoft  options,  joining  Microsoft's  European  operations  in  1983  from  Microsoft's  French  subsidiary.  Last  July  he  assumed  the  top  operations  spot  in  the 
division,  which  accounts  for  one-third  of  all  Microsoft  revenues. 

64  MAUREEN  EGAN  60    invstr/dir  EMC  Hopkinton,  MA       PER  1.7M  $82.1M 

The  wife  of  founder  Richard  Egan,  she  agreed  to  invest  the  couple 's  life  savings  to  start  EMC  in  1 9 79.  She  initially  acted  as  office  manager  and  taught  the  company's  new  college  recruits  how 
to  dress.  Now  the  matriarch  of  the  company,  she  serves  as  EMC's  ambassador  to  its  Cork,  Ireland,  manufacturing  facility.  All  of  her  children  (three  sons  and  a  daughter)  work  for  the  company. 


Kenneth  Morris  $88.8 


Charles  Wyly  $81.1  Million 


liMmm 


70     fORBES  ASAP      Oclobcr    6,  1997 


How  do  you  keep  your  people  connected  when  the  workplace  is 
the  world?  The  AT&T  Corporate  Calling  "Card  is  their  lifeline. 
It  puts  AT&T  operators,  conference  calling,  voice-messaging,  even 
interpreters,  within  their  reach.  Which  puts  success  within  yours. 
The  AT&T  Corporate  Calling  Card  is  the  most  effective  way  of  doing 
business,  wherever  it's  being  done.  For  more  information,  contact 
your  Account  Executive,  visit  us  at  www.att.com/business_traveler 
or  call   1-800-222-0400. 
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6S     CHARLES  WYLY 


64 


fndr/dir  STERLING  SOFTWARE      Dallas,  TX  SW  1.65M 

dlr  STERLING  COMMERCE    Dallas,  TX  SRV  1.35M  $81.1M 

Brothers  Charles  and  Sam  (No.  79)  ran  the  Bonanza  Steakhouse  chain  for  22  years,  growing  it  to  600  outlets.  They  are  the  brains  behind  the  success  of  Michael's  Stores  too. 
Then  they  went  high  tech.  With  partner  Sterling  Williams,  they  bought  several  small  software  companies,  then  grew  them.  The  threesome  then  created  Sterling  Commerce,  which 
markets  software  and  sen/ices  for  electronic  business  transactions.  The  two  companies  made  them  rich...  again.  Charles  still  owns  4.6%  of  Sterling  Software  and  2.1%  of  Commerce. 


66     MIKE  FARMWALD         43    fndr/dir  RAMBUS  Mtn.  View,  CA       SEMI  1.6M  $79.7M 

Seven  years  ago,  Rambus  was  just  another  Stanford  University  alumni  startup.  Today  this  purveyor  of  semiconductor  memory  devices  that  increase  memory  bandwidth  has  a  $1 
billion  market  cap.  Farmwald's  technology  was  paired  with  a  brilliant  business  plan:  Make  the  memory  but  not  the  chips.  As  a  "fabless'  semiconductor  shop,  margins  are  huge. 
Farmwald  left  in  1993  to  start  a  media  microprocessor  company  called  Chromatic  Research.  It  could  produce  his  second  fortune. 


67  THOMAS  JERMOLUK     41    chr/ceo/pres  @HOME  Redwood  City,  CA  COM M  4M  $79.0M 

§Home  has  no  earnings  and  a  deficit  of  $50  million.  But  never  mind,  it's  in  a  hot  area-delivering  the  Internet  over  superfast  cable  modems.  So  this  Silicon  Graphics  alum-he  was 
3  questionable  success  as  COO  there-got  rich  (on  paper)  after  §Home'sJuly  IPO.  He  would  have  walked  out  as  a  millionaire  even  if  §Home  were  a  flop.  Board  members  are 
rumored  to  have  guaranteed  jermoluk  no  less  than  $10  million  to  join,  regardless  of  the  outcome. 

68  ANDY  LUDWICK  52    dir  BAYNETWORKS  Santa  Clara,  CA     NET  im  $75.9M 

The  product  of  a  merger  between  SynOptics  and  Wellfleet  in  1994,  Bay  Networks  was  in  a  position  to  compete  with  Cisco  But  Ludwick  (from  SynOptics)  reportedly  was  too  nice  to  tough  it  out  in  the 
high-stakes  networking  game  He  resigned  as  CEO  in  July  1 996,  six  months  before  the  company  reported  a  90-cent-per-sh3re  drop  for  the  second  quarter.  Now  a  director,  he 's  holding  1.8%  of  the  stock. 

69  TSUNG-CHING  WU        46    vp  ATMEL  San  Jose,  CA         SEMI  2.3M  $7S.SM 

Atmel  has  made  this  native  of  Taiwan  rich  but  not  famous.  Like  the  Perlegos  brothers  who  founded  Atmel  with  him,  he  stays  out  of  the  limelight,  travels  coach,  and  keeps  his  nose 
to  the  engineering  grindstone.  He  left  chipmaker  SEEQ  Technology  with  the  brothers  in  1984  to  form  the  company;  he  still  holds  a  2.3%  ownership  stake. 

70  JEAN-PAUL  GIMON       61     dir  Hewlett-Packard  Palo  Alto,  CA        SW  1.1M  $74.9M 

Gimon  made  his  money  the  real  old-fashioned  way-he  married  into  it.  He's  the  husband  of  Eleanor  Hewlett,  HP  founder  William  Hewlett's  daughter.  She  technically  owns  most  of 
the  shares.  But  since  they've  been  married  for  32  years,  it's  safe  to  say  he 's  in  the  chips.  A  director  of  HP,  he 's  a  retired  rep  for  Credit  Lyonnais. 

71  MAXPALEVSKY  73    dir  emeritus  INTEL  Santa  Clara,  CA    SEMI  841,330  $73.0M 

Palevsky  has  been  a  fixture  in  high  tech  ever  since  there  has  been  such  a  thing.  The  founder  of  Scientific  Data  Systems  in  1961,  Palevsky  sold  out  to  Xerox  in  1969,  then  retired 
from  there  in  1972.  He  earned  his  stock  at  Intel  the  long  way -by  sitting  on  the  board  for  29  years.  One  of  the  industry's  true  eccentrics,  he  became  a  director  emeritus  last  May. 

72  JAMES  MORGAN  59    chr/ceo  APPLIED  MATERIALS       Santa  Clara,  CA      SEMI  824,102  $72.0M 

One  of  technology's  great  CEOs,  Morgan  has  run  this  semiconductor  equipment  and  systems  manufacturer  for  21  years.  Morgan  joined  in  1976  and  turned  Applied  (which  was 
founded  in  1967)  into  a  company  with  global  reach  and  product  depth.  His  holdings  come  from  options  piled  up  over  his  two  decades  at  the  helm. 

73  WILLIAM  NEUKOM        55    vp/law  MICROSOFT  Redmond,  WA        SW  505,087  $69.2M 

What  an  interesting  name  for  Microsoft's  head  lawyer!  Neukom  has  made  his  mark  in  business  law  by  aggressively  fighting  against  claims  that  Microsoft  is  a  monopolist.  He  made 
his  money  (in  options)  from  years  of  dedicated  service  to  the  software  giant.  He  was  a  member  of  a  Seattle  law  firm,  Shidler,  McBroom,  Gates  &  Lucas,  when  William  Gates  Jr. 
(Bill's  dad)  asked  him  to  keep  an  eye  on  the  fledgling  Microsoft  in  1979.  He's  been  Bill's  in-house  legal  counsel  ever  since. 
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ARIZONA'S  HIGH-TECH 
WORKFORCE  STANDS  TALL. 


V)ur  lii^h-icch  business  belongs  in  Arizona.  Because  we  have  the  trained  work  force  to  help  you  grow. 

About  hall  of  our  manufacturing  employment  is  in  high-tech  industries.  That's  50  percent  ahead  of  the 
national  average.  And  our  high-tech  work  force  enjoys  one  of  the  fastest  growth  rates  in  the  country. 

Our  universities  and  community  colleges  provide  well-educated,  skilled  employees.  Your  company 
benefits  from  a  right-to-work  environment.  A  highly  developed  transportation  system  and  sophisticated 
communications  networks  are  in  place. 

Over  1 .300  high-tech  companies  like  Motorola,  Intel  and  Hughes  Missile  Systems  R 
have  already  chosen  Arizona  as  the  place  to  grow.  If  you'd  like  to  know  more  about  & 
some  mighty  tall  advantages  for  your  company,  just  give  us  a  call.  ^ 


'izona 

lartnient  of  Cdiiimcrce 


•    Arizona.  Consider  The  Possibilities.  CALL  1-800-528-8421. 
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74     DIRK  KABCENEll         44    vp/prod  ORACLE  Redwood  Shores,  CA  SW  1.4M  $67.9M 

An  eddy  employee  {he  joined  in  1983),  Kabcenell  is  Oracle's  products  division  guru.  It's  a  big  job:  He's  responsible  for  all  product  planning  and  delivery.  That's  why  Oracle  has 
loaded  up  this  E.E.  from  MIT  with  low-priced  options,  which  account  for  his  wealth. 


75  FRANK  GILL  53    vp  INTEL  Santa  Clara,  CA     SEMI  799,368  $67.2M 

Not  so  long  ago,  Intel's  Hillsboro,  Oregon,  campus  was  seen  as  a  second  sister.  No  more.  Now  that  the  Internet  and  bandwidth  are  in,  so  too  is  the  Intel  division  that  Gill 
supervises  in  the  Pacific  Northwest.  It  specializes  in  producing  communications  and  Internet-related  products.  A  veteran  since  1975  (he  joined  the  company  as  a  district  sales 
manager),  Gill's  fortune  comes  from  a  long  history  of  options  and  the  run-up  of  Intel's  stock. 

76  RUSSELL  M.  ARTZT       50    vp/r&d/dir  COMPUTER  ASSOC.         Islandia,  NY  SW  VIM  $67.0M 

A  cofounder  of  CA  with  Charles  Wang  (No.  10),  he  was  a  college  pal  from  Queens  College  in  New  York.  Artzt  is  head  of  R&D.  His  mission  is  a  tough  one:  Integrate  the 
technologies  that  CA  picks  up  through  its  acquisitions  into  CA 's  own  product  development  mix  of  500. 

77  JOHN  GIFFORD  55    chr/ceo  MAXIM  INTEGRATED       Sunnyvale,  CA       SEMI  1M  $66.9M 

Aggressive?  You  bet.  Gifford  is  a  guy  who  hunts  Kodiak  bears  for  fun.  He 's  made  this  analog  integrated  circuit  maker  into  a  half-billion-dollar  (and  climbing)  enterprise.  Known  for 
delegating  very  little,  he 's  smart  enough  to  handle  everything  he  undertakes.  Gifford's  a  classic  overachiever  with  a  solid-gold  motive:  He  owns  1. 7%  of  Maxim. 

78  LAWRENCE  HUANG       46    vp/sales  CIENA  Linthicum,  MD       COMM  1.2M  $63.8M 

79  STEVE  CHADDICK         46    sr  vp/prod  &  tech    CIENA  Linthicum,  MD       COMM  1.2M  $63.7M 

Ciena's  employees  number  three  and  four.  Huang  and  Chaddick  both  joined  in  1994  from  AT&T  Tridom.  Huang  is  a  sales  and  marketing  vp  whiz-,  Chaddick  is  one  of  Ciena's  top 
engineers.  Both  are  fun-loving  in  their  spare  time.  Huang  flies  and  golfs ;  Chaddick  likes  a  good  cigar.  Both  own  1 .2%  of  the  company,  so  they  can  afford  their  vices. 

79     SAMWYLY  63    chr/fndr  STERLING  SOFTWARE      Dallas,  TX  SW  2.2M 

dir  STERLING  COMMERCE     Dallas,  TX  SRV  1M  $63.7M 

In  the  past  14  years,  Sam,  the  younger  of  the  wily  Wyly  brothers,  has  watched  Sterling  Software's  stock  price  increase  by  more  than  650%.  It's  paid  off.  Last  year  he  and  two  of 
Sterling  Software 's  other  founders  received  three  of  the  largest  pay  packages  in  corporate  America.  Sam's  alone  totaled  $69.5  million.  The  bulk  of  the  money  came  from  option 
exercises:  Sam  owns  6%  of  Sterling  Software  and  2. 1  %  of  Commerce. 

81  DAVID  WILNER  43    fndr/cto  WIND  RIVER  SYSTEMS    Alameda,  CA         SW  1.6M  $63.2M 

Cofounder  with  jerry  Fiddler  (No.  51),  Wilner  was  a  senior  staff  scientist  at  Lawrence  Berkeley  Laboratory  before  he  jumped  into  the  business  world  in  1981.  He  won  the  title  of  CTO 
away  from  Fiddler  with  a  coin  toss.  He's  also  a  noted  authority  on  real-time  computing.  His  real-time  wealth?  Tied  to  his  7.5%  stake  In  Wind  River 

82  RICK  BURGUM  51     dir  GREAT  PLAINS  SOFTWARE  Fargo,  ND         SW  2.4M  $62.7M 

Blessed  with  family  money  (from  a  grain  elevator  business).  Rick  backed  his  cousin,  Doug  Burgum,  to  create  this  client/server  financial  software  maker.  It's  a  family  affair  Along  with 
other  investers,  Doug  bought  out  Great  Plains 's  original  founders.  His  personal  investment  was  more  than  $265,000.  Then  the  rest  of  the  Burgums  got  in  the  act.  Rick  sits  on  the  board, 
as  does  Doug's  brother,  Bradley,  a  lawyer  Rickowns  18.9%  of  the  $57  million  (sales)  company.  The  family  controls  46%  of  the  outstanding  stock.  Doug,  with  15%,  just  misses  our  list. 

83  BERNARD  VONDERSCHMITT  73    chr  XILINX  Sanjose,  CA         SEMI  1.4M  $62.4M 

One  of  the  true  gentlemen  in  the  chips  business,  'Bernie '  founded  and  then  ran  this  programmable  logic  chip  house  for  1 1  years.  He 's  also  one  technologist-he  holds  13  patents 
in  integrated  circuit  design-who  successfully  bridged  the  gap  between  engineering  and  management.  He  retired  as  CEO  last  year,  holding  1.9%  of  the  $568  million  (sales)  company. 


Jim  Barksdale  8198.9  Million 
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The  new  Philips  CD-ReWritable  Drive  lets  you  save  your  world.  Store  your  data, 
nd,  videos,  pictures,  drawings,  files.  You  name  it  —  and  you  can  save  it  on  a  650  MB 

G)mpaa  Disc.  Plus  the  disc  that  you  create 

"^       can  work  on  CD-ROM  or  DVD-ROM  drives. 

The  Philips  CD-ReWritable  Drive  is  affordable 

too.  Now  send  CDs  of  things  that  matter  to 

to  people  who  matter  to  you.  For  more  information: iTccp://v\V\'V\\[3hii[;s,coirL 

Tho  pradua  a  not  irmndol  loc  Uw  unliwiul  copyinf  o«  copyrithnd  miteral.  ©I»97  PMipi  Beclronici  North  Amarici  Corponiion 
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TECHNOLOGY'S      Vf    VERY       RICHEST 


Rank  Name  Age   Position  Company  Localion  Business  Holdings  Estimated  Wealth 

84  GEOFF  TATE  43    pres/ceo  RAMBUS  Mtn.  View,  CA        SEMI  UM  $60.7M 

The  hired  CEO  (from  chipmaker  AMD)  who  hss  put  Rambus  on  the  map.  Tate  is  hardworking  (he  even  studies  Korean  and  Japanese  to  be  a  more  effective  deal  maker  in  Asia). 
Revenues  for  the  first  nine  months  were  up  130%  for  this  developer  of  high-speed,  chip-to-chip  interface  technology.  While  the  company  skyrockets.  Tale  remains  down-to-earth. 

85  CHRISTOPHER  OLIVER  37    dir/eng  CABLETRON  Rochester,  NH       NET  WA  $60.1W 

One  of  the  first  10  employees  of  this  local-area-network  and  wide-area-network  equipment  maker,  Oliver  invented  the  transceiver,  an  early  networking  device.  The  gadget  is 
considered  the  first  true  networking  product. 

86  SHAWN  HAILEY  48    ret  AVANT  Fremont,  CA         Sw"^  2M  $59.8M 

When  we  caught  up  with  him.  Hailey  was  in  Hawaii,  having  retired  in  April.  Avant  grew  through  mergers  and  acquisitions  of  five  companies  in  the  integrated  circuit  design  business. 
One  is  Meta-Software.  started  by  Hailey  and  his  fraternal  twin.  Kim.  Kicked  off  with  $5,000  in  a  Cupertmo.  California,  bedroom.  Meta  went  public  in  1995.  They  were  the  sole 
shareholders.  In  October  '96,  Avant  acquired  Meta.  Hailey  went  to  the  beach  with  6.9%  ofAvant's  shares  in  his  pocket. 


87  WILLIAM  REED  57     dir  MICROSOFT  Redmond,  WA        SW  456,400  $58.8M 

A  Microsoft  board  member.  Reed's  holdings  in  the  software  company  are  hardly  his  sole  source  of  wealth.  He's  the  man  behind  Simpson  Timber,  a  family  logging,  papermaking. 
and  investment  business  founded  in  1890.  Reed's  been  involved  with  Simpson  since  1971  and  bought  out  the  few  nonfamily  member  investors  through  a  legal  battle  in  1987. 

88  THOMAS  MEREDITH      47     cfo  DELL  Round  Rock,  TX      CH  751,826  $S7.8M 

Probably  Michael  Dell's  most  trusted  lieutenant.  Meredith  came  to  the  PC  maker  in  1992  from  Sun  Microsystems.  He  has  a  master's  degree  in  tax  law,  plus  aj.D.  He  is  the  only 
one  of  Dell's  top  executive  team  to  have  weathered  management  shakeups  over  the  last  four  years. 

89  MORTON  TOPFER         61    vice  chr  DELL  Round  Rock,  TX     CH  750,804  $56.9M 

A  Motorola  careerist  (who  surely  made  a  fortune  there).  Topfer  joined  Dell  as  vice  chair  in  1994.  He  brings  an  understanding  of  business  from  the  customer's  point  of  view  to  the 
company:  he's  driving  some  major  decisions,  according  to  analysts.  He's  the  "tree"  man  to  Michael  Dell's  forest  of  ideas. 


90  GERHARD  PARKER       53    vp  INTEL  Santa  Clara,  CA      SEMI  675,182  $56.7M 

Soft-spoken  and  low-key.  "Gerry"  heads  Intel's  manufacturing  and  technical  development  efforts.  A  Ph.D.  in  engineering  (from  California  Institute  of  Technology),  he's  a  nerd  with  know- 
how,  serving  in  several  divisions  of  quality  assurance  before  moving  to  manufacturing.  Joining  in  1969.  he  has  amassed  wealth  that  has  come  from  stock  options  granted  over  28  years. 

91  MARC  ANDREESSEN      26    fndr/exec  vp  NETSCAPE  Mtn.  View,  CA        SW  UM  $56.3M 

Netscape 's  visionary.  Andreessen  fittingly  met  Silicon  Graphics  founder  Jim  Clark  over  the  Internet.  Less  than  two  years  later,  their  company  broke  Wall  Street  IPO  records  (beaten  this  year 
by  Ciena),  and  the  University  of  Illinois  grad  was  a  millionaire.  Like  most  young  guys  who  hit  it  rich,  he  bought  a  car.  trading  in  his  Mustang  for  a  Mercedes.  He  holds  1 . 7%  of  Netscape. 

92  ALBERT  DUFFIELD        54    dir/vp  PEOPLESOFT  Pleasanton,  CA       SW  984,883  $SS.8M 

The  dapper  kid  brother  of  PeopleSoft  founder  Dave  Duffield  (No.  9).  Albert  runs  the  company's  worldwide  sales  organization.  He 's  the  owner  of  about  1  %  of  the  company's  outstanding  shares. 

93  JEFFREY  HENLEY  52    cfo  ORACLE  Redwood  Shores,  CA  SW  1.1M  $SS.3M 

Henley  got  a  sweet  options  deal  to  come  in  as  CFO  in  1991.  following  Oracle's  only  financial  fall  from  grace.  His  previous  employers  weren't  in  the  industry-try  manufacturing  and 
real  estate-but  Henley's  move  to  high  tech  put  him  on  our  list.  Nearly  all  his  holdings  are  options,  cheap  options.  If  he  were  to  exercise  all  of  them,  it  would  cost  him  just  $7  million. 

94  DAVID  MAHLER  41     fndr/vp  REMEDY  Mtn.  View,  CA        SW  1.3M  $S4.7M 

While  an  HP  employee.  Mahler  thought  the  market  for  help  desk  software  was  ripe.  So  did  Larry  Garlick  (No.  43).  who  was  at  Sun  Microsystems.  The  two  met  when  they  separately 
sought  venture  capital  funding:  the  VCs  put  them  together.  They  started  Remedy  in  1990.  Today  cofounder  Mahler  runs  the  business  development  division  of  the  $80  million  concern. 

95  JOHN  CHAMBERS         48    pres/ceo  CISCO  San  Jose,  CA         NET  764,916  $54.6M 

Chambers  gets  credit  for  being  one  of  the  finest  managers  in  the  business.  When  he  took  over  Cisco  in  January  1995.  it  was  slightly  larger  than  competitors  Bay  Networks  and 
3Com.  Now  Cisco  is  the  undisputed  leader,  growing  from  $1.2  billion  to  $6.5  billion  in  sales.  Although  a  CEO  who  came  in  late  (from  Wang,  where  he  ran  U.S.  operations),  he 
makes  our  list  because  his  compensation  is  weighted  toward  equity,  not  salary. 

96  SANJAY  KUMAR  35    pres/coo/dir  COMPUTER  ASSOC.         Islandia,  NY  SW  986,691  $S2.9M 

Kumar  came  to  CA  the  way  most  of  its  nearly  10.000  employees  did-by  acquisition.  CA  bought  out  his  company,  called  UCCEL.  in  1987.  He  became  CA 's  COO  in  1994  and  has 
become  a  premier  deal  maker.  A  brilliant  strategist  (and  some  say  CEO  Charles  Wang 's  alter  ego).  Kumar  s  biggest  coup  to  date  is  CA 's  1996  acquisition  of  Cheyenne  Software. 

97  ROBERT  SANSOM         37    vp/arch  FORE  SYSTEMS  Warrendale,  PA      NET  3.6M  $50.SM 

Sansom  is  one  of  the  four  founders  of  FORE  who  took  their  research  on  high-speed  networking  out  of  Carnegie  Mellon  University  and  into  the  business  world.  FORE  successfully 
commercialized  asynchronous  transfer  mode  technology  for  local  area  networks  and  wide  area  networks.  Revenues  reached  $395  million  in  the  fiscal  year  ending  in  March. 
Sansom.  a  software  engineer,  serves  in  the  nonexecutive  role  of  vp  of  architecture.  He  also  leads  development  and  advanced  projects.  He  has  3. 7%  of  all  outstanding  shares. 

98  STEVEN  WALSKE  45    chr/ceo  PARAMETRIC  TECH.        Waitham,  MA         SW  1M  $49.8M 

Parametric's  Russian  founder.  Sam  Geisberg.  was  a  genius  in  CAD/CAM  software,  but  he  wasn  't  a  businessman.  Luckily  he  tapped  Walske  to  do  the  job.  A  focused,  serious  leader.  Walske 
has  turned  Parametric  into  the  preeminent  CAD/CAM/CAE  vendor,  with  1 996  revenues  topping  $600  million.  Unlike  many  CEOs,  most  of  Walske 's  stake  in  the  company  is  stock,  not  options. 

99  FRANCOIS  BITZ  37    fndr/vp  FORE  SYSTEMS  Warrendale,  PA      NET  3.53M  $49.0M 

Another  of  the  four  who  started  FORE  at  Carnegie  Melton,  Bitz  is  a  hardware  engineer  who  leads  overall  product  development.  He  has  holdings  of  3.6%.  He's  vp  of  advanced  product 
development.  The  two  remaining  FORE  founders,  CEO  Eric  Cooper  and  President  Onat  Menzilcioglu,  narrowly  missed  our  list.  They  own  3.4%  and  3.3%  of  the  company,  respectively. 

100  MARK  HOROWITZ         40    fndr/dir  RAMBUS  Mtn.  View,  CA        SEMI  968,365  $48.7M 

When  cofounder  Farmwald  (No.  66)  proposed  his  idea  for  Rambus,  this  professor  of  electrical  engineering  wanted  to  turn  it  into  a  Stanford  research  project.  Luckily  for  him.  Farmwald 
insisted  on  forming  a  company  in  1990.  Though  now  worth  n;  ''-ons.  Horowitz  continues  as  a  professor  at  Stanford  and  works  part  time  for  Rambus  as  part  of  the  technical  staff. 


Reporters:  Suzie  Amer.  Geoff  Baum,  Dustin  Kehoe,  Lisa  Klug,  Sarah  Novasel.  Evantheia  Schibsted 

7^     FORBES  ASAP      October    6.1997 


YOU  DON'T  BLAZE  A  TRAIL,  CONVINCE 

THOUSANDS  OF  CUSTOMERS 

TO  FOLLOW  YOU  AND  THEN  FIND  OUT 

YOU'RE  GOING  THE  WRONG  WAY 


-   \ 


IN  THIS  BUSINESS, 
FORESIGHT  IS  CRITICAL. 

To  whom  are  you  going  to 
entrust  your  business?  A  software 
company  that  forces  you  down  a  well- 
worn  technological  path  with  no  clear 
idea  of  the  challenges  ahead?  Or  Lawson 
Software,  a  company  that  has  smoothly 
migrated  its  way  through  every  technologi- 
cal upheaval  of  the  last  twenty  years,  leading 
the  way  from  mainframe  to  client/server 
to  the  web?  The  difference  is,  our  business 
management  systems  were  built  to  survive 
this  rapidly  changing  environment. 
The  unique  architecture  of  our  products 
allows  us  to  deliver  advancements  like 
Self-Evident  AppUcations™  the  next 
generation  of  client/server,  long  before 
other  software  companies  realize  they're 
on  the  wrong  path.  To  learn  more  about 
Lawson  Software,  the  Web  Enterprise 
Company,^"^  visit  www.lawson.com/guide 
or  call  us  at  1-800-477-1357. 
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YOUR  GUIDE  TO 

CHOOSING  A 

SOFTWARE  COMPANY 


•VERSATILE 
Products  are  built 
from  the  ground  up  to 
handle  change. 

•VISIONARY 
At  the  forefront  of 
technology,  delivering 
solutions  others  can 
only  promise. 

•TRUSTWORTHY 
Customers  speak 
highly  of  them. 

•ALERT 

On  the  lookout  for  signs 
of  change,  protecting 
your  inx'estment. 
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LAWSON 

Software 


LEADING     EDGE     TECHNOLOGY     WITHOUT     THE     ATTITUDE 


C'1997  Lawson  Software 
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MultiSyncMT  LCD  Projectors 
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_j||fc      IN  A  DISASTER, 
^JBjJIl*   one  of  the  things 
that  helps  give  jou  peace  of 
mind  is  the  rigorous  training 
of  the  Red  Cross.  In  a  presenta- 
tion, one  of  the  things  that  helps 
give  you  peace  ojmind  is  the 
superior  perforwance  of  the  new 
MultiSync  MT  LCD  projeaors 
(not  to  mention  their  rchabilil^ 
and  incredible  ease  of  use). 


Wm     IN  AN  EMERGENCY,  split-second 
^IImV  decisions  mean  the  difference  between 
life  and  death.  Not  surprisingly,  then,  the  Red 
Cross  puts  a  tremendous  amount  of  importance 
on  training  and -preparedness. 


A  good  projector 


can  save  a  meeting. 


A  great  one  just 
might  save  a  life! 


Hurricanes.  War.  Roods.  While  S 


some  would  run  the  other  way, 

the  Red  Cross  rushes  in.  What  makes  this 


MufttSyni:1lim(10  and 

lOOBLCDProiectors 

remoie  itiaKe  them 


extraordinary  responsiveness  possible?       very  easy  to  use.  They're  backed  by  NEC's 

-  M 

Their  generous  spirit,  and  an  astonishing        InstaCare ''  24-hour  replacement : 


amount  of  trainine 


And  an  introductory  video  g 


At  NEC  Technologies,  we  salute  the       and  running  quickly. 


Red  Cross'  incredible  commitment  to 


All  of  which  makes  them  the  ideJii 


training.  For  it  is  our  own  commitment        LCD  projectors— whether  you're  training 
to  training  and  presentations  that  led        for  a  disaster,  or  just  trying  to  keep  your 


us  to  develop  our  new  MultiSync"  MT810"-' 
and  MTIOOO'"  LCD  projectors.  These  com- 
pact products  offer  the  highest  quality, 
image  under  all  lighting  condi- 


next  presentation  from  becoming  one. 
For  a  free  guide  to  selecting  the  right  pro- 
'      lector,  call  us  at  1-800-NEC-INFO.  Or 


tions.  Simple  on-screen  menus 


^-^■^ 


visit  www.nec.com.  Expect  more. 
Experience  more. 


NEC  Technologies 


#FOR  MORE 
THAN  A 
CENTURY,  the  Red 
Cross  has  been  quick  to 
lend  a  helping  hand.  In 
addition  to  disaster  relief, 
they  present  comprehensive 
health  and  safety  programs 
such  as  CPR.  HIV /AIDS 
education  and  Surses 
certification  programs. 
Injaa,  the  Red  Cross  is  a 
leading  provider  of  such 
health  and  safety  courses. 


# 


THE  RED  CROSS  IS  IN  THE  BUSINESS  of  saving  lives.  In  some  ways, 
perhaps,  one  could  argue  that  we  are  as  well.  You  see,  the  new  MultiSync  MT  Series 
LCD  projectors  are  so  reliable  that  they're  backed  by  a  whole  new  level  of  customer  service. 
It's  called  InstaCare  service  from  NEC  Technologies.  And  in  the  unlikely  event  of  a  problem. 
It  guarantees  o  replacement  projector  within  24  hours  at  our  expense. 
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GIL  AMELIO'S  GOLDEN  EGG  WAS  ROTTEN  ENOUGH. 
BUT  OVERPAYING  WORTHLESS,  WITLESS,  WEAK  CQMMANDTinr 
IS  BECOMING  COMMONPLACE  IN  TECHNOLOGY. 


Reading  the  section  called  "Amelio  Employment  Agreement" 
in  Apple  Computer's  1996  proxy  statement  shows  how  even  the 
lousiest  CEOs  get  rich. 

Gilbert  Amelio  was  a  mediocre  CEO  at  National  Semicon- 
ductor, but  Apple's  board  tapped  him  anyway  to  turn  around 
their  troubled  company.  To  do  the  job,  the  board  gave  him 
1  million  stock  options,  vested  over  five  years  and 
priced  at  $26.25  a  share,  a  $990,000  base  salary, 
another  1  million  in  earnable  performance 
shares,  a  performance  bonus  of  up  to  $1.9  mil- 
lion his  first  year,  and  a  signing  bonus. 

Amelio  got  $2.3  million  in  bonuses  (per- 
formance and  signing)  his  first  year  on  the 
job;  interestingly,  the  performance  bonus 
was  granted  when   Amelio   produced 
his  only  profitable  quarter  during  his 
17-month  tenure  at  Apple.  He  pocketed 
$7  million  to  $12  million,  accord- 
ing to  various  reports,  in  compen- 
sation   before    resigning    under 
pressure  last  July. 

Amelio's  golden  egg  would  be 
even  more  rotten  if  it  were  one  of 
a  kind.  But  overpaying  ineffectual 
CEOs    is    regrettably   becoming 
commonplace  in  technology.  So  is 
granting  platinum  parachutes  to 
failed  executives.  Witness  Michael 
Ovitz's  severance  from  Disney  ($38 
million  and  3  million  shares),  or  John  Walter's  from  AT&T  (about 
$26  million). 

Other  CEOs  earning  more  than  their  leadership  is  worth  include: 
•  Intult's  Bill  Campbell.  He  made  $355,884  last  year  and  sold 
stock  worth  $2.15  million.  Once  a  strong  rival  to  Microsoft  in 
personal  financial  software,  Intuit  is  now  adrift.  Campbell,  whom 
we  touted  last  year  as  one  of  "thirty  CEOs  who  matter"  (what  can 
we  say,  we  goofed),  never  recovered  his  direction  after  the  com- 
pany's proposed  merger  with  Microsoft  feO  apart.  Intuit's  stock  has 
been  hovering  at  twenty  doOars  under  its  52'week  high  of  $41.50. 

Illustration    by    Bill    Mayer 


•  Silicon  Graphics'  Ed  McCracken.  He  owns  1.4%  of  the  work- 
station maker's  stock,  valued  at  some  $42.6  million.  He  earned 
$755,000  last  year.  He's  certainly  in  better  financial  shape  than 
SGI,  which  experienced  losing  quarters  in  December  and  Sep- 
tember. Worse,  it  is  bleeding  talent  (an  estimated  600  engineers 
have  left  in  the  last  two  years),  appears  to  be  facing  a  frontal 
assault  from  PC  software  that  duplicates  its  three- 
dimensional  capabilities,  and  has  become 
narrowly  focused  on  the  smallish  high-end 
market.  Wall  Street  has  killed  its  stock:  Three 
years  ago,  it  traded  at  more  than  $45.  This 
year,  it  sank  to  a  low  of  $12. 

Shiva's  Frank  Ingari,  whom  we  also  mis- 
takenly touted  last  year  as  one  of  high 
tech's  best  CEOs,  has  cashed  in  stock 
options  worth  about  $8  million.  He 
earned  $300,000  last  year  but 
seems  to  have  missed  the  chang- 
ing market  for  networking  gear. 
Shiva's  remote  access  products 
have  lost  ground  in  the  total- 
system-solution  market.  Its 
CFO  resigned  last  March.  The 
stock  tanked  to  about 
$10,  down  from  a  high 
of  $87.25  per  share. 
•  Acclaim  Entertainment's 
Gregory  Fishbach.  He  re- 
ceived a  $2.77  million  bonus, 
a  $775,000  salary,  and  a  stock  grant  worth  another  $1.3  mil- 
lion in  1995  while  Acclaim's  stockholders  were  going  into  shock — 
Acclaim's  stock  has  flopped  more  than  50%  over  the  last  year. 
Losses  for  the  third  quarter  of  1997  were  almost  $70  million  (off 
$1.40  a  share).  Revenues  plunged  40%.  Just  three  years  ago, 
Acclaim's  hit  games,  Mortal  Kombat  and  NBA  Jam,  were  all  the 
rage.  But  changes  in  the  computer  game  industry  have  not  been 
met  deftly  by  Fishbach  or  his  cochairman  James  Scoroposki.  Like 
Fishbach,  Scoroposki  took  a  1995  bonus  ($2.35  million),  plus 
a  $500,000  salary  —Michelle  Jeffers 
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Let's  face  it,  you  and  your  network  are  sort  of  joined  at  the  hip.  It  succeeds.  So  do  you.  Which 
is  why  you  need  a  network  you  can  trust,  A  Nortel  Power  Network  can  transfornn  your  dis- 
parate legacy  networks  -  data,  voice,  video  -  into  an  integrated  multimedia  network  that's 
more  cost-effective,  flexible  and,  yes,  more  reliaDie.  So  think  Power  Network  and  keep  the  faith. 

For  an  evaluation  of  your  network,  contact  us  today.  1-800-  'lORTEL,  department  BL8C  or  www.nortel.coni/BL8C. 

©1997  Northern  Telecom  Power  Networks,  Nortel  And  the  Noctel  globe<r>ark  are  trademarks  of  Northern  Telecom 
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GIVI N' IT  AL  L  AWAY 

WELL,  HM  EXACTLY.  BUT  HIGH  TECH'S  MILLIONAIRES 

ARE  BEGINNING  TO  SHARE  THE  WEALTH.  ~ 


In  the  realm  of  noted  philanthropists,  names  like  Charles 
Simonyi,  Harry  Saal,  or  Leonard  Bosack  and  Sandy  Lerner  don't 
exactly  spring  to  mind.  Maybe  they  should. 

Take  Simonyi.  The  49-year-old  Microsoft  programmer  has 
spent  an  estimated  $5  million  to  $6  million  to  endow  three 
chairs — at  Stanford,  Oxford,  and  the  Institute  for  Advanced 
Study  in  Princeton,  New  Jersey.  Richard  Dawkins,  a  preeminent 


his  net  worth  away  in  the  last  decade.  Cisco  Systems  founder 
Leonard  Bosack,  45,  and  cofounder  Sandy  Lerner,  42,  are  even 
more  generous.  The  pair  (they  are  now  separated)  created  the 
Bosack/Kruger  Foundation  in  1990.  Endowed  by  them  with  $34 
million,  the  foundation  concentrates  on  animal  welfare.  In  all, 
the  pair  have  donated  almost  three-quarters  of  the  wealth  they 
made  from  Cisco  ($112  million)  to  philanthropic  purposes. 


56-year-old  zoologist   and   Darwinist,  holds 
the  Oxford   chair,  windily  titled   the 
Charles   Simonyi   Chair   for   the 
Public  Understanding  of  Science. 
Simonyi  granted  the  school  $3 
million.  Since  1995,  Dawkins  has 
been  spending  it  to  study  evo- 
lution, with  insects  as  the  basis 
of  his  research. 

Simonyi  admits  he's  "a  little 
squeamish,  yet  fascinated"  by 
Dawkins's  study  of  wasps,  spi- 
ders, and  webs.  But  he  funded 
Dawkins  precisely  because  the 
scientist's  work  was  so  different 
from  his  own.  "When  you  make 
money  by  working  on  computers, 
and  (you]  give  money  away,  you 
want  to  make  a  positive  impact  in 
some  other  area,"  he  says. 

Not  so  long  ago,  Simonyi  would  have  been  considered  unusual 
in  the  technology  industry.  Philanthropy  in  the  sector  has 
remained  limited  to  a  few  charities  established  by  the  indus- 
try's old  guard.  But  few  other  tech  moguls  have  opened  their  wal- 
lets. The  reason?  Age. 

Technology's  wealthy  are  predominantly  young.  Many  have 
families  to  support,  college  educations  to  finance.  As  such  they 
belong  to  a  demographic  group  that  historically  has  produced 
•few  philanthropists,  contends  Nelson  W.  Aldrich  Jr.,  editor  in 
chief  of  the  American  Benefactor.  "Too  much  has  been  made  of 
the  stinginess  of  the  Silicon  Valley  rich,"  says  Aldrich.  "The  fact 
is  that  very  few  young  people,  no  matter  how  rich,  are  particu- 
larly generous  with  their  money.  People  become  more  gener- 
ous as  they  get  older,  as  a  rule." 

Still,  more  of  technology's  wealthy  are  beginning  to  part  with 
their  dough,  sometimes  extravagantly.  Network  General  founder 
Harry  Saal,  for  instance,  made  his  first  major  contribution, 
$500,000,  in  1990  to  Operation  Exodus  (a  service  program  for 
Jewish  refugees  from  Russia).  Saal  now  donates  to  medical 
research  and  educational  charities,  and  has  given  about  20%  of 


The  Oxford  Chair  Pair 


Flip-Flop  III  technology,  the  young  endow  chairs  for 

older  professors.  Microsoft's  Charles  Simonyi,  49,  supports 

the  famous  Darwinist,  Oxford's  Richard  Dawkins,  56. 


In  Seattle,  Microsoft  founder  Bill  Gates 
declared  in  June  that  he  would  pump 
$200  million  into  the  creation 
of  the  Gates  Library  Founda- 
tion. Scott  Oki,  a  former  senior 
vice  president  with  the  soft- 
ware giant,  created  the  Oki 
Foundation  to  help  children's 
causes.  It  invests  $250,000  a 
year.   And    the    company's 
former  president,  Jon  Shirley, 
donated  a  half-acre  parcel  in 
the  Bellevue  area,  valued  at  $2 
million,  to  build  the  Bellevue 
Art  Museum. 

Many  of  the  industry's  bene- 
factors stick  to  safer,  less  exotic 
territory  when  giving:  They  fund 
an  alma  mater.  Consider  the  list: 
David  Duffield,  the  founder  of 
PeopleSoft,  has  given  his  alma  mater,  Cornell,  $20  million  to 
build  Duffield  Hall,  an  engineering  facility.  Intel  founder  Gor- 
don Moore  and  his  wife,  Betty,  donated  $15  million  to  the  Uni- 
versity of  California  at  Berkeley  last  year  and  $16.8  million  to 
the  California  Institute  of  Technology  in  1991.  Moore  graduated 
from  both  schools.  Netscape's  Jim  Barksdale  gave  $5.4  million 
to  his  alma  mater,  the  University  of  Mississippi,  to  start  an  hon- 
ors program.  And  Yahoo's  David  Filo  and  Jerry  Yang  endowed 
a  $2  million  chair  at  their  alma  mater,  Stanford. 

If  donating  to  an  alma  mater  seems  to  lack  imagination,  it 
could  be  because  high  tech's  millionaires  are  often  too  busy  to 
learn  about  unfamiliar  causes.  "These  executives  are  working  18 
hours  a  day,"  says  Peter  Hero,  director  of  the  Community  Foun- 
dation of  Santa  Clara  County  in  San  Jose,  California.  "They  have 
no  time  to  research  charity." 

Yet  Hero  believes  that  the  rich  in  Silicon  Valley  are  beginning 
to  pay  attention  to  giving.  His  foundation,  which  sponsors  edu- 
cation, arts,  and  other  projects,  has  swelled  from  $7  million  in 
endowments  to  $1 10  million  in  just  seven  years,  thanks  to  dona- 
tions from  tech  execs.  — Michelle  Jeffers 
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Sharp.   Translating   the 
new   language    of    business 


The  digital  age  has  a  language  all  its  own. 

And  Sharp  speaks  it  fluently.  Our  networkable, 

high  speed,  digital  copiers/printers  let 

you  print,  collate,  and  staple  from  your 

desktop.  Maximizing  the  power  of  connectivity. 

And  digital  color  copiers  let  you  express  your 

ideas  with  such  color  and  brilliance,  you'll  look 

pretty  brilliant  yourself.  In  today's  business 

there's  only  one  word  you  need  to  know. 

Sharp. 
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YOU  KNOW  YOU'RF 
RICH  WHEN... 


•  You  buy  your  own  football  team,  then  fund  a 
referendum  to  get  others  to  pay  for  a  new  stadium. 
(Pdul  Allen,  Microsoft  cofounder  dnd  owner  of  the 
Sedttle  Sedhdwks) 

•  You  assemble  one  of  the  world's  great  col 
lections  of  supercharged  cars  of  the  1920s 
and  '30s,  sell  it  just  before  the  antique  car 
market  collapses  (to  Ralph  Lauren, 
among  others),  but  still  drive  to 
the  office  in  a  $220,000  late- 
model  turbo  Bentley  Conti 
nental  R  coupe.  (Tom 
Perkins,  cofounder 
of  Kleiner  Perkins) 

•  You  purchase  a  $3 

million  house  but  don't 
bother  to  move  in  more 
than  crash-pad  furni- 
ture. (Tomjermoluk, 
CEO  of  @Home) 

•  You  donate 

enough  money  to 

purchase  land  for  an  art 

museum  in  that  hotbed  of  high  culture, 

Bellevue,  Washington.  (Jon  Shirley,  former  president 

of  Microsoft) 

•  You  pay  $2,500  for  tailor-made  suits  and  still 
don't  care  what  you  look  like.  (Bill  Getes,  Microsoft 
cofounder  dnd  chairmsn) 

Illustration    by    Michael    Witte 


•  You  buy  a  penthouse  apartment  overlooking 
Manhattan's  Central  Park  and  hire  I.  M.  Pei  to 
redesign  the  interior.  (Steve  Jobs,  cofounder  of 
Apple,  founder  of  Next,  dnd  CEO  of  Pixar) 

You  win  a  sailboat  race  by  hours,  shower,  hold 
a  victor's  press  conference,  drive  to  the  airport, 
jump  in  your  private  jet,  and  fly  out  to  sea, 
buzzing  the  other  sailboats,  (idrry  Ellison, 
Oracle  founder  and  chairman) 

You  create  a  family  trust 
A      devoted  to  saving  rare 
animals.  (Dave  Duffield, 
PeopleSoft  founder) 


•  You  sink  millions 
into  building  the 
longest  aluminum-hulled 
sailboat  on  the  planet  and 
developing  software  to  let  you 
sail  it  single-handedly. 
(Jim  Clark,  cofounder  of 
Netscape) 

•  You  date  megamillionaire 
romance  novelist  Danielle  Steel  and  still 
pay  for  dinner.  (Tom  Perkins  again) 

•  You  endow  a  chair  at  Stanford  after  dropping 
out  of  the  doctoral  program.  (Jerry  Yang  and  David 
Fib,  cofounders  of  Yahoo) 

-Owen  Edwards 
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land-based   systems 


voice,  data,  broadcast 


multimedia.   Internet 


even   ATM.   to  anywhere. 


global 
reach. 


^COMSAT 

World  Systems 

Bethesda.   Maryland 

301-214-3185 

http://www.comsat.coni 
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THEBIGGESTEAS? 

WQNDERHiOmiLRIALLY  MAKES  MONEY  ON  THE  NET? 
YOU  DON'T  HAVE  TO  LOOK  ANY  FURTHER  THAN  THE  PEOPTT^ 
WHO  SPONSOR  NET  CONFERENCES.  BY  PAUL  FRANSON 


ri 


One  of  technology's  bigger  busts  was  the  pen  computing 
craze.  In  the  late  1980s  it  spawned  a  dozen  or  so  companies.  Hun- 
dreds of  miUions  poured  in  from  AT&T,  IBM,  Microsoft,  Tandy, 
and  a  flock  of  venture  capitaHsts.  Then  reality  set  in.  Hand- 
writing recognition  software,  which  powered  the  pen's  input  into 
computers,  didn't  work.  By  the  early  '90s,  most  of  these  com- 
panies were  headed  for  the  iunk  heap.  Everyone  in  the  indus- 
try lost  money — big  money. 

Everyone,  that  is,  except  Richard  Shaffer.  He  managed  to  make 
a  buck  on  pen  computing 
when  all  others  failed,  thanks 
to  two  conferences  he  spon- 
sored on  the  pen  computer 
industry.  Called  Pen  Comput- 
ing 1991,  his  first  foray  was  a 
success:  35  speakers  and  40 
demonstrations.  By  1992, 
some  1,000  attendees,  at  $695 
a  pop,  packed  the  San  Jose 
Convention  Center,  craning 
their  necks  to  hear  the  pen 
industry's  prophets.  "We  were 
blown  away  by  it,"  one  of  Shaf- 
fer's conference  staff  admits. 
"We  had  no  idea  we  would  be 
so  successful  with  that." 

You  might  think  that  Shaf- 
fer, a  former  Wall  Street  Jour- 
nal editor  and  columnist 
turned  newsletter  editor,  would  have  been  dismayed  by  pen  com- 
puting's demise.  But  no.  He  just  followed  the  next  wave,  embraced 
the  newest  paradigm,  and  put  on  another  conference.  Later  in 
1992,  he  recast  his  pen  conference  as  a  "mobile  computing"  event 
and  was  back  in  business.  Lately,  he's  prospering  with  a  confer- 
ence called  Internet  Outlook,  priced  at  $1,695  per  attendee. 

Shaffer  is  one  example  of  a  small  but  select  group  of  tech- 
nology conference  organizers  who  have  successfully  cashed  in  on 
technologies  even  when  these  new  industries  fail  miserably.  Most, 
like  Shaffer,  started  as  high-priced  industry  newsletter  writers  or 
publishers  (his  are  called  ComputerLetter  and  VentureFinance). 
Then  they  moved  on  to  conferences.  Some  have  been  formulaic. 
Shaffer,  for  one,  has  staged  four  same-format  conferences  a  year 
since  1985.  Others  have  put  on  Hollywood-like  events.  Stewart 


Industry  Heavyweights  Stewart  Ahop,  the  Falstajfian  former 
editor  o/Infoworld  who  morphed  into  a  venture  capitalist  last  year, 
runs  the  Agenda  conference,  a  must  stop  for  computerdom's  A-list. 


Alsop,  the  Falstaffian  former  editor  in  chief  of  InfoWorld  who 
morphed  into  a  venture  capitalist  last  year,  has  produced  the 
Agenda  conference — a  three-day  lovefest  for  400  iibergeeks — 
for  years.  Priced  at  $2,995  a  head,  the  conference  takes  place  at 
the  ritzy  Phoenician  in  Scottsdale,  Arizona.  His  estimated  profit 
for  the  affair:  a  cool  million. 

The  margins  are  fantastic.  Hotels  usually  toss  in  meeting 
rooms  gratis  since  the  conferences  fill  up  their  hotels  (the  room 
rates  are  an  additional  cost  attendees  pay).  At  Agenda,  vendors 

sponsor  everything  from  cof- 
fee breaks  to  fancy  dinners. 
"It's  a  very  profitable  busi- 
ness," admits  Alsop,  who  won't 
confirm  that  his  annual  Octo- 
ber weekend  fetches  him 
$1  million  net. 

Today,  these  conferences 
are  by  invitation  only,  and 
while  you  can  beg  for  an 
invite,  it  may  not  help.  Alsop, 
in  particular,  is  picky  about 
who  attends  Agenda.  He  care- 
fully limits  the  number  of 
"undesirables."  Those  shunned: 
public  relations  people  and 
magazine  editors. 

Despite  fresh  competition, 
these  two  conferences  still  sell 
out  (PC  Forum  at  600  partic- 
ipants, Agenda  at  420)  and  actually  have  waiting  lists.  Alsop  won't 
even  allow  substitutions;  if  you  can't  go,  your  designated  replace- 
ment slips  to  the  bottom  of  the  waiting  list.  Who  makes  the  A- 
list?  CEOs,  senior  execs  and  marketing  types,  10  select  high  tech 
reporters,  venture  capitalists,  and  industry  analysts  for  large  bro- 
kerage houses.  Those  who  got  bumped  last  year  missed  Larry 
Ellison's  "fireside  chat"  about  Oracle  and  the  network  computer. 
Marc  Andreessen  in  a  "talk  show"  about  the  Internet,  and  Sun's 
Scott  McNealy  on  why  his  mother  won't  use  a  PC. 

Could  technology  itself — teleconferencing  or  live  Internet 
productions — do  them  in?  Alsop  scoffs  at  the  notion,  noting  that 
when  he's  brought  in  computers  to  Agenda  programs,  no  one 
uses  them.  It's  networking,  and  not  working,  that  really  draws 
the  crowds.  ■ 
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Put  US  to  [lie  [est  before  [lie  millennium  lesls  you. 


Thorough  testing  is  critical  to  the  success  of 
any  Year  2000  project  and  one  way  to  reduce 
your  business  risk.  For  total  assurance  that 
your  Testing  approach  is  correct  and  com- 
plete, look  to  BDM.  the  preeminent  expert 
in  test  and  evaluation.  With  BDM's 
SMART/2000+'*"  service,  Testing  begins  early  in  the  process.  As  you 
conduct  your  Assessment  and  Migration  Plan  -  and  even  throughout 
Renovation  -  test  planning  and  procedures  are  underway.  We  carry  out 


test  cases  for  your  applications,  systems,  and 
interfaces,  and  verify  that  they'll  still  work  in 
your  environment  -  all  to  make  implementa- 
tion of  your  Year  2000  solution  as  easy  as 
possible.  You  have  the  added  benefits  of 
expert  program  management  guiding  your 
progress  to  Year  2000  compliance,  and  beyond.  To  get  started  now.  call 
1-800-565-0162  today.  If  you  prefer,  e-mail  to  Year2000@bdm.com  or 
visit  us  on  the  Web  at  www.bdm.com. 


>  1997  BDM  International,  Inc.  All  rights  reserved. 
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THERE  WAS  NOTHING  PUBLIC 


ABOUT  THESE  PRIVATE  FQRTUNES...UNTIL  NOWT 


There  is  a  layer  of  hidden  wealth  in  technology's  public 
companies,  made  by  the  money  and  power  brokers  who  have 
fostered  and  funded  the  growth  of  the  industry.  Deep  pockets 
also  hide  in  some  companies  that  have  eschewed  public  markets 
and  choose  instead  to  grow  big  and  prosperous  privately.  Who 
are  the  richest  in  this  elite  set?  We  think  the  following  count 
among  them. 


$500  MILLION  PLUS 


One  of  Silicon  \'alley's  first  venture  capitalists,  San  Francisco's 
Arthur  Rock  of  Arthur  Rock  &  Company,  backed  Fairchild 
Semiconductor  and  Intel.  His  initial  $300,000  investment  in  Intel 
is  now  worth  around  $600  million.  Oh,  he  funded  Apple,  too. 

Keeping  a  successful  high  tech  company  private  may  mean 
less  publicity,  but  not  necessarily  less  money.  SAS  Institute  is  the 
largest  privately  owned  software  maker  in  the  world,  with  rev- 
enues of  $653  million  last  year.  If  the  owners  of  this  North  Car- 
olina-based data  warehousing  and  analysis  software  firm,JirH 
Goodnight  and  John  Sail,  took  it  public,  they  would  be  worth 
$2.5  billion  and  $1.3  billion,  respectively. 

Joe  Liemandt,  the  29-year-old  cofounder,  president,  and  CEO 
of  Trilogy  Development  Group  in  Austin,  Texas,  owns  more  than 
50%  of  this  sales  and  marketing  software  maker,  valued  at  $1 
billion.  That  makes  him  worth  more  than  $500  million. 


$250   TO   $500   MILLION 


Timothy  Gill  and  Farhed  "Fred"  Ebrahimi,  owners  of  privately 

held  Quark,  the  16-year-old  desktop  publishing  software  com- 
pany in  Denver,  Colorado,  are  worth  $450  million  each.  Sun 
^Microsystems  software  guru  and  Aspen  dweller  Bill  JOJf  used 
his  Sun  cofounder  proceeds  to  buy  shares  in. ..Microsoft. 

Among  the  mega-rich  in  technology's  group  of  venture  back- 
ers is  Torn  Perkins,  a  name  partner  of  Kleiner  Perkins  Caufield 
&  Byers  in  Menlo  Park,  California.  Now  semiretired,  Perkins 
made  his  wealth  from  interests  in  three  companies  he  backed: 
Tandem  Computers,  Genentech,  and  Acuson.  He  made  some  $70 
million  alone  when  Compaq  Computer  bought  Tandem  this  year. 
Donald  Valentine  of  Menlo  Park's  sequoia  Capital  made  his 
big  money  from  holdings  in  Cisco  Systems,  Microchip  Tech- 
nology, Linear  Technology,  Network  Appliance,  and  others.  ROger 
Evans,  from  Boston's  Greylock,  found  his  fortune  by  funding 
Ascend  Communications,  HNC  Software,  and  Xircom. 


Ben  Rosen  and  L.  J.  Sevin  of  Sevln  Rosen  Funds  almost 
went  bust  when  the  first  two  companies  they  invested  in  went 
bankrupt.  They  made  up  for  it  with  numbers  three  and  four: 
Compaq  and  Lotus  Development.  The  $726,508  they  invested  in 
Compaq  in  March  1982  would  be  worth  $2.1  billion  today.  Rosen 
is  still  Compaq's  largest  individual  shareholder  with  about  $200 
million  in  stock  and  options.  And  David  Mar(|Uardt,  now  with 
August  Capital  in  Silicon  Valley,  has  had  hits  such  as  Adaptec, 
Sun  Microsystems,  and  Seagate  Technology.  But  those  pale  in 
comparison  to  his  one  big  hit:  Microsoft.  He  was  the  only  VC  to 
invest  in  the  software  giant  and  still  owns  $90  million  of  its  stock. 


$100   TO    $250    MILLION 


Here's  where  today's  hottest  VC,  Johfl  Doerf  of  Kleiner  Perkins, 
likely  falls  net-worth-wise.  His  big  deals:  Ascend,  Netscape  Com- 
munications, Intuit,  Sun,  Compaq,  Macromedia,  and  Lotus. 
Pierre  Latnond  of  Sequola  capital  is  considered  the  best  semi- 
conductor investor  in  the  business.  His  hits  include  Cypress  Semi- 
conductor, Vitesse  Semiconductor,  and  C-Cube.  VinOO  KllOSla, 
yet  another  partner  at  Kleiner  Perkins,  made  his  personal  for- 
tune when  he  cofounded  two  companies:  the  now  defunct  Daisy 
Systems  and  Sun.  As  a  VC,  he's  made  money  backing  Spectrum 
HoloByte,  PictureTel,  and  Excite.  Don  LUCaS  was  the  first  VC 
involved  with  Oracle.  Other  hits  include  Cadence  Design  Sys- 
tems, National  Semiconductor,  and  Tracor.  FfanK  CaUtleld, 
name  partner  of  Kleiner  Perkins,  lands  on  the  list  for  investments 
in  VeriFone,  America  Online,  and  Quantum.  Another  Greylock 
partner,  Henry  McCaPCe,  made  his  wealth  from  Shiva,  Manugis- 
tics,  and  Tellabs  Operations. 

Together,  three  investment  banking  and  institutional  broker- 
age firms  made  San  Francisco's  financial  district  into  a  Wall  Street 
West  and  placed  their  founders  among  high  tech's  wealthiest.  The 
richest  could  be  TllOni  Welsel,  chairman  and  CEO  of  Montgomery 
Securities.  After  bringing  companies  like  Genentech  and  Netscape 
public.  Bill  HambreCnt  of  Hambrecht  &  Quist  decided  to  head  to 
the  market  himself.  His  12%  share  of  H&Q  is  now  worth  $90  mil- 
lion. Sandy  Robertson  of  Robertson,  Stephens  &  Company  sold 
his  firm  this  year,  too,  for  $540  million  to  BankAmerica.  This  lat- 
est coup  was  worth  at  least  $20  million  apiece  to  Robertson  and 

his  partner,  Paul  Stephens. 

Former  near  billionaire  Beny  Alagem  tumbles  to  $150  million 
as  Packard  Bell  fights  for  profits  in  home  PCs.  — Michelle  Jejfers 
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Sony  VA/O"^"  Notebook 

features  full  multimedia  capabilities 
with  a  72.?"  active  matrix  LCD  screen,  built-in 
CD-ROM,  stereo  speakers  and  modem. 
Giving  you  maximurn  performance  at  a 
mere  5.75  pounds  and  7.5"  thicl<r^^r^ 


Pentium 


Sony  Docking  Station 
connects  seamlessly  to  your  Trinitron'^  Multimedia  Display, 
VAIO  All-in-One  printer  and  more, 

plus  lets  you  recharge  your  spare  battery. 


Portable  Data  Projector 


weig' 


hsV 


^'9  in  aHordaMay  and  comps""' 


For  more  info:   1-888-552-7669  or  www/. sony.com/freedom 


„.:-troducing  the  first  notebook  to  understand  that  good  ideas  really  can  come  from  anywhere.  The  Sony  VAIO  Notebook. 
Ha  powerful,  portable  machine  that  lets  you  work  or  play  wherever,  whenever  you  feel  inspired.  Crank  out  e-mail, 
l^y^\IO  spreadsheets  and  other  implements  of  productivity  using  preloaded  software.  Create  a  multimedia 
ypresentation  with  your  Sony  Digital  Still  Camera  or  Digital  Video  Camcorder,  and  display  it  using  Sony's  Portable  Data 
iProjector.  Then  take  a  break  and  sneak  off  to  your  favorite  hideaway  for  some  Intel- 
HpOwered     video     gaming.     Hey,     who     says     you     can't     mix     business     with     pleasure? 


TECHNOLOGY'S 


FROM  KINGS  AND  COURTIERS  TO  REBELS  AND  SLAVES, 


HERE  IS  WHAT  THE  DIGITAL  AGE  PAYS. 


Associate  Consultant,  MSI  Consulting  Group,  Seattle,  Wash- 
ington...a  fancy  title  for  a  junior  position  with  a  junior-sized 
salary...  the  draw  is  just  $28,000  to  $34,000  for  college  grads  who 
can  earn  $36,000  to  $65,000  within  two  years. ..MSI  is  in  the 
business  of  marketing  consulting...  throws  its  associates  into  the 
big  leagues  early,  with  three-  to  sLx-month-long  projects  for  clients 
such  as  Microsoft,  IBM,  Pac  Bell,  and  Digital  Equipment. 

Associate  Investment  Banker,  Dublind  Partners,  Greenwich, 
Connecticut,  and  Palm  Beach,  Florida... salary  starts  at  a  paltry 
$30, 000. ..not  what  a  Master  of  the  Universe  made  in  the 
1980s,  but  hey,  this  house  is  off-off  Wall  Street... these  young 
bankers  may  get  a  bonus  of  10%  to  20%  of  take- 
[iome...and  they  get  a  taste  of  big-time 
finance,  working  on  late-stage  venture  and 
early-stage  mezzanine  deals. ..more  mun- 
dane tasks — developing  and  implement- 
ing business  and  financial  plans — make 
up  most  workdays. 

David  Blackburn,  associate  venture  capi- 
talist, Olympic  Venture  Partners,  Kirkland, 
Washington... for  a  young  guy,  Blackburn 
makes  a  comely  amount. ..$80, 000, 
paid  this  year  through  a  Kauffman 
fellowship... holds  an  M.S. A.  from 
Kellogg    and    an    undergraduate 
degree  from  Stanford  University  in 
/    biological  engineering... spends  50%  of 
/     his  time  in  the  field  looking  at  invest- 
ment opportunities. ..aids  the  firm's  part- 
1>A  vio  HL^ch^B^/lN     ners  in  some  investment  decisions. 


-X? 


Po  Bronson,  novelist,  San  Francisco,  Califor- 
nia...the  Gen  X  author,  with  best-sellers 
Bombardiers  and  The  First  $20  Million  Is 
Always  the  Hardest.. .his  annual  take  is  about 
$170,000,  but  royalties  ft-om  The  First 
$20  Million  ought  to  push  that  way 
.^    up... both  novels  now  optioned  for 
*    screenplays,  too... a  contributor  to 
(^    Wired,  he  also  writes  for  this  magazine, 
_^       the  New  York  Times  Magazine,  and 
'—  ^  f  "^     Esquire. ..has  undisclosed 

Po  g  a  o  Aj ;  o  A/        investments  in  high  tech 
companies ...  those  could  prove  to  be  his  way  into 
his  first  $20  million. 

Don  Brister,  high  tech  detective,  San  Jose, 
California... base  salaries  for  the  special- 
ized cops  in  Brister  s  division  of  the  San 
Jose  Police  Department  start  at  $48,535 
and  go  up  to  $6 8, 000. ..Brister  is 
sergeant  and  supervisor  of  three  other  offi- 
cers on  the  detail... they  investigate  every 
sort  of  cybercrime... from  product  and 
trade  secret  theft  to  Internet  fraud  and  computer  hacking... with 
no  formal  education  in  high  tech  crime,  their  training  comes 
from  being  on  the  job  in  the  heart  of  Silicon  Valley. 

Kerry  Champion,  director  of  engineering,  Zentek  Strategy, 
Foster  City,  California... makes  a  base  salary  of  $120,000. ..with 
bonuses,  his  annual  comp  can  reach  $1  6 0,0 00. ..this  3-year- 
old,  small  company  specializes  in  software  production  design 
and  prototype  packages...  he  leads  a  team  of  software  engineers... 


DoiN  B^isr^ri 
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with  16  years'  experience  at  companies  like  BroadVision  and 
Gain  Technology,  is  seen  as  a  champ  at  pulling  products 
together... his  mission  at  Zentek  is  to  develop  tools  and  tech- 
nology for  Web  applications. 


Brian  Cheng,  litigator,  Graham  &  James, 
Palo  Alto,  California. ..like  his  fellow  first- 
year  associates  in  major  law  firms,  Cheng 
will  make  an  impressive  $  8 1 , 0  0  0  this 
year,  plus  bonuses.. .a  former  cartoonist  with 
the  Harvard  Law  Record,  he's  a  litigator  now, 
drafting  endless  pleadings,  researching, 
writing  letters... a  not-so-comical  job... 
but  at  least  he  gets  to  argue  a  pretrial 
motion  once  in  a  while. 


Canada...  is  in  the  racket  of  the  decade...  this 
2000  guru  charges  $4,000  to  $5,000 
(plus  travel  and  hotel  accommodations) 
for  speaking  on  the  upcoming  computer 
problems  the  year  2000  will  create. ..a 
technical  glitch  will  cause  computers  to 
revert  back  to  1900,  instead  of  ad- 
vancing... will  send  banks  and  other 
date-heavy  institutions  into  a  tail- 
spin. ..de  Jager  is  cleaning  up  on  this 
turn-of-the-century  issue... 
has  no  fewer  than  30  con- 
ferences 


Jl^l/f  N 


Wafer    Fabrication    Operator,   Analog  Devices, 
Norwood,  Massachusetts. ..salaries  in  most  micro- 
processor fabrication  plants  like  Analog's  start 
dt  $  II  per  hour,  if  the  employee  has  a  junior 
college  degree  in  a  technical  discipline. ..oper- 
ates, monitors,  and  maintains  equipment  that 
manufactures  integrated  circuits... a  good  place 
:o  work  for  the  fastidious. ..dust,  static,  dirt, 
temperature,  humidity,  and  pressure  are 
closely   controlled   and    monitored    to 
make  chips. ..workers  wear  head-to-toe 
suits... makeup   and   hair  spray  are 
taboo...  not  a  job  for  the  fashion 
conscious. 

Computer  Operators,  grave- 
yard shift.  Integrated  Device 
Technology,  Santa  Clara, 
California... make  between 
$9  and  $20  an  hour... 
these  night  owls  help  keep 
IDT  running  in  the  wee 
hours. ..between  11  p.m. 
and  7  a.m. ...  they  back  up 
files,  reboot  systems,  and 
answer  late-night  user 
phone  calls. 

Customer  Technical  Sup- 

(iort  Engineer,  Microsoft, 

Redmond,  Washington... 

with  three  to  four  years' 

experience,  these  engineers  earn  a  base 

salary  in  the  $40,000  range. ..that's  a 

lot  less  than  their  counterparts  in  California... tech  supporters 

expect  $55,000  to  $65,000  from  firms  like  ISOCOR  in  Santa 

Monica. ..but  never  mind... these  Microsofties  are  loaded  up 

on  options  and  bonuses... and  they  are  busy,  busy,  busy... 

helping  flustered  users  run  Windows. 

Peter  de  Jager,  Year  2000  speaker/consultant,-  Brampton,  Ontario, 


scheduled    in    coming 
months... audio  ($25)  and  video- 
tape ($65)  sales  sweeten  his 
annual   take. ..he's   sold   about 
1,500  videotapes  internationally  in 
two  years. ..one  wonders  how  he'll  make 
a  buck  in  2001. 

Raoul  Diaz,  creative  integrator.  Studio 
Archetype,  San  Francisco,  Califor- 
nia... the  salary  for  Diaz's  position  runs 
between  $45,000  and  $60,000... 
he  helps  clients  make  sense  of  new- 
media  folderol...like  CD-ROM  develop- 
ment and  Web  site  design. ..high  tech 
clients  include  IBM, 
3Com,  Intel. 


Ml<:HAI^i     mS/^PR 


Pam  Edstrom, 

Wagge  n  e  r 
Edstrom,  Port- 
land, Oregon...  Ed- 
strom   is    Micro- 
soft's   number-one    PR 
flack,  and  the  power  behind 
one  of  high  tech's  most  important 
PR  outfits...  makes  well  above 
$200,000     and  then  there 
are  her  Microsoft  holdings...    P^^^  f=^t>sr/^o-h^ 
starting  13  years  ago  with  a  staff  of  two,  Waggener 
Edstrom  now  employs  more  than  300  people... 
Edstrom   manages   her   office,   motivates   staff, 
schmoozes  with  editors,  conducts  press  tours,  and 
travels  with  Bill. ..whew. 

Michael  Eisner,  CEO,  the  Walt  Disney  Company,  Bur- 
bank,  California... made  close  to  $8.65  million  last 
year... base  salary  is  a  mere  $750,000  a  year... the 
rest  is  in  bonuses. ..his  stock  options  put  his  net  worth  at  close 
to  $646  million... not  including  "Mickey's"  retirement  pack- 
age... that's  at  least  $300,000  a  year...  Maybe  he  deserves  all 
this. ..since  Eisner  joined  Disney  in  1984,  annual  sales  have  grown 
12-fold,  Disney's  stock  has  surged  19-fold. 


Kathleen  Eisenhardt,  professor  of  industrial  engineering  and 
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engineering  management,  Stanford  University,  Palo  Alto, 
California... a  full  professor,  F.isenhardt  makes  more  than 
$1  20,000  a  year  in  salary  and  consulting  fees. ..her  specialty 
is  a  mouthful... applying  complexity  and  game  theories  to  strat- 
egy and  organization  in  high-velocity,  dynamic,  technology 
firms...  is  coauthoring  Competing  on  the  Edge:  Strategy  of  Struc- 
tured Chaos,  due  out  early  next  year. 

Dennis  Glavis,  managing  director,  Ferrari  of 
Los  Gatos,  Los  Gatos,  California. ..made 
$150,000  selling  those  red-hot  Italian 
cars  to  Silicon  Valley's  elite 
last  year,  a  sum  down 
from  a  quarter  of  a 
million  a  couple 
of    years 
ago  .  .  . 
maybe 
i)fA/^//y<^MV/f  the  techno 

cats  are  switching  to  Mercedes... never 
mind,  this  is  not  just  a  car,  Glavis  says,  "but 
a  way  of  life"  for  some... Glavis  sold  Robert 
Martin,  a  retired  personnel  manager  from 
Hewlett-Packard,  his  24th  vehicle. 

Shel  Holtz,  independent  communications  consultant. 
Concord,  California. ..makes  $250  an  hour  as  a 
true  middleman... here's  his  shtick...he  evaluates 
a  company's  communications  processes  and  then 
advises  how  to  use  online  technology... he  does 
not  hack  code... he  does  not  design  Web  sites.. 
he  doesn't  do   logos. ..just  consults... 
and  makes  a  bundle. 


Reed  Hundt,  FCC  chairman,  Washington, 
D.C.... nominated  to  the  post  in  1993, 
Hundt  makes  $123,000 

per  year  (he's  resigned  but 
remains  until  a  replacement 
is  named) ...a  con- 
siderable pay  cut 
\  from  his  salary 
as  senior  part- 
ner for  Latham 
,      &    Watkins, 
where  annual 
profits  per  partner 


/^/npy    L5C>£R^^/w 


he's  also  cofounder  of  The  Sound  Wave,  a  company  that  creates 
original  music  for  Web  sites  for  companies  such 
as  Oracle  and  Levi  Strauss. ..and  plays  bass 
guitar  for  a  local  band,  LowFat  Handshake. 


Marina  Lang,  editorial  assistant,  Addison 
Wesley    Longman,    Reading,    Massachu- 
setts... star  ted  at  $21, 500  a  year  working 
in  the  corporate  and  professional  book  divi- 
sion of  this  publishing  house... received  a 
5%  raise  in  January..". Lang  spends  her 
days  as  a  point  person  for  authors,  keep- 
ing them  on  track  for 
deadlines... is  being 

prepped    for      ^^^'^^  ^^^^ 

acquisitions  and  must  sign  two 

authors  before  she  can  move 

up... then  she'll  make  $24,000 

to  $26,000. 


Mindy  Lederman,  certified  mas- 
sage therapist,  Menlo  Park,  Cali- 
fornia... co-owner  of  TimeOut  Cor- 
porate World  Massage,  an  on-site 
massage  service. ..charges  $71 
per  hour  for  her  "wellness  events," 
in  which  employees  sip  mint- 
lemon  water,  listen  to  soothing 
music,  and  receive  a  20-minute 
chair  massage... may  sound  goofy  to  East 
Coasters,  but  this  is  a  Left  Coast  fad... 
many  companies  footing  the  bill  for  the 
perk...Lederman's  clients  have  included 
Hewlett-Packard,  NetObjects,  and  Lunar 
Design. ..signed  a  six-month  contract 
with  Oracle. 

John  Lybarger,  engineering  manager, 
ITAC  Systems,  Garland,  Texas... makes 
around  $50,000  a  year  designing  com- 
puter system  input  devices  like  trackballs 
and  mice... responsible  for  most  of  the 
design  work  on  the  hardware  side  and 
supervises  design  work  on  the  software 
side... comes  up  with  about  three  new 
products  a  year. 


RZEO  NuyiOT  climbed  to  $575,000  in  the  early  1990s. ..now 
writing  a  book  on  communications  and  another  on  New  Haven 
in  the  1960s. 

Robert  Kovell,  market  maker  on  the  Pacific  Exchange,  San  Fran- 
cisco, California...  technically  works  on  the  options  floor  for  Kovell 
Trading... started  as  a  runner  in  June  1987  and  witnessed  the  mar- 
ket crash  that  October...  he  still  decided  to  quit  school  and  began 
trading  the  following  January... seems  like  a  good  deciji(in...he 
makes  anywhere  from  $250,000  to  $2    million  a  year... 


Tim  Malm,  independent  Mac-only  systems,  soft 
ware,  and  networks  consultant,  Tim  Malm 
Solutions,  Sunnyvale,  California... earns  $75 
an  hour  to  support,  plan,  and  troubleshoot  for 
Macintosh  systems... Tim  Malm  Solutions 
is  his  own  company... clients  include  this 
magazine,  Ryan  Hankin  Kent  Incorpo- 
rated, and  Rational  Technology... says 
Malm,  "If  it  sits  on  your  desktop  and  plugs 
into  the  wall,  it's  probably  my  problem." 


Ti/^    MALM 
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Screaming  Down  Mt.  Everest. 
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uAi.wiMii,A      nAiiTED      TO      BE      TnE      FIRST      PERSON      TO      SKI      DOWN      THE     NORTH      FACE     OF 

Mt. Everest  (gutsy  guy).  So  when  he  decided  to  update  us  from  the  top  of  the  world 

HE  CHOSE  A  high  SPEED  PC  CARD  Fax/MODEM  FROM  TDK  (THE  WORLD'S  MOST  COMPATIBLE). 

Check    out    the    adventure    on    TDK's    web    site,    (www.tdksystems.com/extreme.htm). 


Screaming  Across  the  Internet. 

Slow  doesn't  cut  it.  You  need  to  get  vital  information.  Fast.  TDK's  56K  PC  Cards  are  the  right  choice  for 
extreme-speed  notebook  communications.  They  feature  56  Kbps  data  transmission,   UltraPort™  (for 
throughput  up  to  250kbps),  and  CyberKit'",  a  TDK  custom  CD-ROIVI  packed  full  with  internet  ready 
solutions.  TDK's  PC  Cards,  the  incredibly  fast  mobile  communications  solution. 


Now  you  can  choose  from  TDK's  Global  Freedom'" 
5660  for  International  PCS  and  GSM  wireless  capabilities, 
or  the  CVberExpress  ■'  5600  for  extremely  fast,  extremely 
affordable  domestic  fax/modem  communications. 
The  TDK  56K  PC  Card  series  is  available  from  major 
computer  retailers.  Call  TDK  Systems  at  1 -800-999-4TDK 
for  an  authorized  reseller  near  you.  TDK  56K  PC  Card 
Fax/Modems,  they  scream. 


Products  incorporate  technology  provided 
by  Rockwell  Semiconductor  Systems,  Inc. 
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John  Malone,  CEO,  TCI,  Englewood,  Colorado... salary  in  1996 
was  $900, 000. ..with  options,  he's  worth  at  least  $600  mil- 
lion ...  not  bad  for  a  guy  who's  losing  his  grip  on  Big  Media. ..TCI 
was  the  grand  cable  operator  and  Malone  was 
one  of  the  nation's  shrewdest  CEOs  ...but  TCI 
is  floundering  and  loaded  with  about  $14 
billion  in  debt... Malone  sold  subscribers  to 
Adelphia  Communications  and  Charter  to 
clean  up  his  balance  sheet,  and  sold  stock  in 
the  Microsoft  Network,  Netscape  Com- 
munications, and  @Home  to  bring  in 
cash. ..that  may  prove  penny-wise  and 
J  oHN  hAi-h^       pound-foolish 

Robert  Machiin,  vice  president, 
marketing.  Ascend  Communica 
tions,  Alameda,  California... 
last  year  earned  $223,733 
in  salary  and  bonus. ..was 
in  charge  of  marketing  Cas- 
cade Communications'  WAN 
switching  equipment  before 
the  company  was  acquired  by 
rival  Ascend  Communications 
last  June... he  still  holds  the  job  in 
the  newly  combined  entity. 

Michael  Murphy,  editor,  California 
Technology  Stock  Letter,  Half  Moon 
Bay,  California... he's  one  of  the  best 
in  picking  and  panning  high  tech 
stocks... yet  he's 


not    raking    in 

the  millions... 

will  admit  to  a 
relatively  modest 

$150,000 

in   take- 
home 
pay...  that's 
from  subscriptions  and 
investment    manage- 
ment (he's  chief  in- 
M>cA/^£L  Ai^/?PA/y     vestment   officer   of 
Murphy  Investment  Management). ..does  this 
all  from  a  tiny  office  in  this  foggy  suburb  of 
San  Francisco,  no  fewer  than  six  days  a  week, 
14  hours  a  day...  maybe  he  should  give  himself 
a  raise. 

Soledad  O'Brien,  NBC,  San  Francisco, 

California... a    correspondent    for 

Weekend  NBC  Nightly  News,  NBC 

Weekend  Today,  and  the  featured  anchor  of  The  Site,  an  online 

interactive  news,  commentary,  and  discussion  service... makes 

around  $1 50,000 ...  not  a  bad  deal,  since  her  first  job  as  a 

newsroom  assistant  in  1989  paid  $6  an  hour. 


Robert  Palmer,  president  and  CEO, 
Digital  Equipment,  Maynard,  Mass- 
achusetts...made  $900,000  in 

1996. ..and  has  about  $1.6  million 
in  DEC  stock  holdings. ..was  first 
hailed  as  a  golden  turnaround  CEO, 
but  his  image  has  tarnished. ..institu- 
tional investors  are  griping  about 
dec's  lack  of  growth,  its  aging 
board    members,   and    constant     ^ 
restructuring... Palmer  is  under 
pressure  to  produce  a  big  win.  n.    or.        „   ,  . 

Jeffrey  Papen,  WAN  engineer,  You  Bet  Online  Enter- 
tainment, Los  Angeles,  California... a  network 
administrator  who  makes  $40,000  a  year  at 
a  horse  racing  online  gambling  startup... this 
virtual  private  network  offers  real  betting 
online. ..the  company's  beta  arrives  soon... 
the  24-year-old  UCLA  computer  science  grad's 
specialty  is  routing  and  protocols. 

Eckhard  Pfeiffer,  CEO, 
Compaq    Computer, 
Houston,  Texas ... 
earned     $1.25 
million    in    1996, 
with  a  $3  mil- 
ion    bonus 
and  "other" 
compen- 
sation 
worth 
another  $1.25  million. ..a  no-non- 
sense manager,  he  made  Compaq 
the    largest    global    supplier    of 
PCs. ..last  June  he  gambled  on  gain- 
ing market  share  by  acquiring 
Tandem    Computers,   the 
maker    of    fault-tolerant 
servers,  for  $3  billion  in 
stock... the    move    could 
make  Compaq  the  number- 
three  domestic  computer 
maker  behind  IBM  and 
HP...  if  Pfeiffer  can  make 
it  a  fault-tolerant  merger. 

Quality  Assurance  Tester, 

NAMCO  Hometek,  San 
Jose,  California. ..video 
game  addicts  here  earn  $10 
to  $12  an  hour  to  play  eight 
hours  a  day...  these  game  buffs  use  their  proficiency  in 
gaming  to  ensure  that  NAMCO's  Rage  Racer  and  Tekken  3 
go  out  the  door  bug-free... full-time  salaried  testers  make 
about  $25,000. 


Iz^kHAr^O  Pfl^/FF/SR 
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As  the  largest  single-source  provider  of 
;omputer  and  telephony  solutions.  Source 
las  helped  thousands  of  customers  save  up 
0  40%  in  phone  equipment  costs. 

Founded  in  1971,  think  of  us  as  the 
rading  floor  of  the  communications  equipment 
ndustry.  We  use  the  latest  information  systems 
to  track,  buy  and  sell  telecom  equipment. 
And  our  customers  have  access  so  they 
can'manage  their  equipment.  For  inventory 
management,  every  product  is  serial  barcoded 
to  identify  origin,  ownership,  activity  and 
warranty  data.  This  also  helps  us  provide 
integrated  services,  logistics  management 
and  insure  each  part's  quality.  Plus  we  test, 
repair,  refurbish  and  reconfigure  existing 
equipment.  When  it  comes  to  service,  no 
one  offers  the  technical  assistance,  integrated 
services,  financing,  in-depth  training,  and 
round-the-clock  support  like  we  do. 


Need  a  part  in  a  hurry?  No  problem. 
Our  warehouse  stocks  over  250,000  parts, 
so  we  ship  80%  of  our  orders  the  same  day 
and  half  of  those  by  air. 

We're  technology  neutral.  Meaning  there's 
no  hidden  agenda  trying  to  sell  you  specific 
brands.  Instead,  we  offer  products  from  over 
140  different  manufacturers  that  best  meet 
your  needs — we  call  it,  Source  brand. 

The  Source  Guarantee.  If  there's  ever 
a  problem  with  a  Source  component,  we  will 
airfreight  a  prepaid  replacement.  This  warranty 
IS  good  three  hundred  and  sixty-five  days  from 
the  date  of  purchase  and  exceeds  most  new 
equipment  warranties. 

No  other  company  has  the  range  of 
services,  variety  of  brands  and  assurance 
of  quality.  But  there's  really  only  one  way  to 
.  find  out  how  we  can  save  you  money,  simply 
call  me,  David  Potter,  at  1-888  Potter  4. 


WE'VE  HELPED 


COMPANIES  BIG 


AND  SMALL 


SAVE  30-40%  ON 


PHONE  EQUIPMENT 


COSTS 


CARE  TO  TALK? 


SOURCE 


Integrated 

Telecommunication 

Solutions 

(800)  608-6509 
http://www.source.com 


TECHNOLOGY 


J? 


VERY      RICHEST 


-=\ 


John  Rando,  vice  president  and  general  manager,  Digital  Ser- 
vices Division,  Maynard,  Massachii;,etts...took  home  more  than 
$400,000  last  year  for  troubleshooting,  serving,  and  sup- 
porting DEC  installations... he  also  handles  software  debugging 
and,  like  everyone  else,  is  scrambling  to  help 
clients  cope  with  that  pesky  Year  2000 
dilemma. 

Louis  RossettO,  editor,  publisher,  co- 
founder,  Wired  Ventures,  which  in- 
cludes Wired  magazine,  San  Francisco, 
California. ..salary  was  $00, 558 
at  the  time  his  snappy  Gen-X  com- 
pany withdrew  its  IPO  due  to  weak 
fmancials  last  year... had  the  IPO 
succeeded,  his  shares  would  have  been 
worth  more  than  $40  million... Rossetto 
controls  finances  and  editorial  content, 
and  provides  the  "vision  thing"  and  "passion  thing"  to  staff... 
but  in  July,  Wired  investors  put  heat  on  Rossetto  and  cofounder 
Jane  Metcalfe  to  hire  professional  managers. 

Robert  Runge,  vice  president,  marketing,  BroadVision,  Los  Altos,  * 
California... made  more  than  $200,000  in  1996  in  salary, 
bonuses,  and  options... BroadVision  went  public  last  year,  only 
six  months  after  the  release  of  its  first  product,  One-To-One...this 
nifty  software  helps  users  build  high-end  commerce  Web 
sites... worldwide  revenues  exceed  $10  million... Runge  is  a  vet- 
eran of  the  troubled  database  company,  Sybase,  where  he  worked 
in  product  marketing. 

Gerry  Salazar,  chip  designer,  Vitesse  Semiconductor,  Camarillo, 
California. ..chip  jockeys  like  Salazar  make  between  $40,000  and 
$120,000  per  year  for  creating  and  designing  gallium 
arsenide-based  RAM  chips. ..his  designs  are  simulated  at  the  tran- 
sistor level  before  being  sent  to  a  fab... Salazar  also  makes  Inter- 
net and  telephone  chips  used  to  make  international  calls. 

SAP  Consultants,  located  nationwide... make  between  $50  and 
$120  per  hour,  a  wage  that's  about  half  of  what  the  German 
software  giant  charges  its  clients. ..that's  because  SAP  installa- 
tions are  "mission  critical"...  for  a  company  that  needs  a  com- 
plete makeover,  the  consulting  costs  can  run 
deep  into  the  millions. 


Alan  Shapiro,  CEO,  Technology  Search 
International,  San  Jose,  California... took 
home  around  $500,000  last  year...  an  ex- 
accountant  from  New  York,  he  found  his 
niche  in  the  lucrative  business  of  technical 
recruiting  and  consulting  in  Silicon  Val- 
ley... matching  clients  like  Microsoft,  Silicon 
Graphics,  and  Hewlett-Packard  with  network 
administrators,  marketing  and  technical  sup- 
port personnel,  and  software  engineers... his 
5-year-old  company  brought  in  $5  million 
last  year  and  expects  to  grow  25%  this  year. 


Alvin  Tedjamulia,  vice  president,  Java  technology  group,  Novell, 
Provo,  Utah. ..makes  in  the  neighborhood 
of  $160,000    to   supervise  and 
coordinate  Novell's  Java-related  devel- 
opments... he  landed  at  Novell  via 
WordPerfect,  the  imperfect  merger 
Novell  entered  two  years  ago... it 
later  dissolved... so  Tedjamulig  has 
switched  his  management  skills  to 
Net  projects... it  may  take  more 
than  his  talent  to  bring  the  troubled 
software  company  into  the  big-time 
Internet  arena. 


/l(v//v  ?'e^J4hn</LiA- 


Technical  Writer,  AAE  Systems,  Sunnyvale,  California... start- 
ing salary  around  $30, 000. ..these  high  tech  scribes  apply  tech- 
nical communications  degrees  to  reviewing  and  editing  product 
materials... they  develop  end-user  documen- 
tation, and  test  software  for  ease  of  use. 


Paris, 


N  SHAPIRo 


Vanier,  executive  computer  trainer, 
,  France... makes  $60  to  $75  an 
our  teaching  computerphobic  bank 
insurance  managers  how  to  oper- 
PC  or  run  a  spreadsheet... Vanier's 
private  tutoring  helps  them  avoid  the 
embarrassment  of  public  training 
sessions... he  was  laid  off  as  chief 
information  officer  from  a  Paris- 
based  investment  bank,  losing 
a  salary  of  about  $93,000  with 
the  post... he  also  consults  on 
CN«./5  vANief}  the  Year  2000  and  does  some 

information  systems  project  management. 

Carleen    Whittelsey,  realtor,  Whittelsey 
Realty,  Woodside,  California. ..makes 
from  $60,000  to  $100,000  a  year 
selling  property  in  one  of  the  most  ex- 
pensive areas  of  Silicon  Valley...  nes- 
tled in  the  hills  25  miles  south  of  San 
Francisco,  Woodside  is  home  to  just 
5,000,  including  Oracle's  Larry  Ellison 
and  Cisco  Systems  founder  Sandy 
Lerner...  it  once  claimed  John  ScuUey, 
late  of  Apple,  as  a  resident...  home 
prices  average  about  $1.5  mil- 
lion...newer  homes  have  6,000 
square  feet  and  often  include 
separate  guest  quarters  and  fancy 
horse  barns. ..Whittelsey  admits 
she  has  to  sell  in  surrounding 
towns  to  keep  her  salary  high ...  the 
Woodside  market  is  too  crowded 
with  eager  realtors.  ^ARL^Em  M/rrSLS'-y 

— Reported  by  Suzie  Amer,  Dustin  Kehoe,  and  Sarah  Novasel 
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History  suggests 
even  the  loftiest 

organizations 

sometimes  have 

difficulty  sharing 

information. 


{  Tower  Of  Babel  "rca  2300  BC.  ] 


When  any  large  organization  tries  to 
link  its  many  divisions  under  one  network, 
history  has  shown  it  can  often  lead  to  chaos 
and  conhision.  So  when  some  of  the  world's 
largest  insurance  brokers  decided  to  link 
with  some  of  the 
world  s  major 
insurance  carriers, 
it  was  a  lofty 
undertaking 
indeed. 

But  thanks  to 
Control  Data,  it 
represents  the 
loftiest  example  to 
date  of  how  large 
enterprises  of 
every  scope  can 
share  information 
on  a  global  scale, 
with  tangible, 
bottom-line  results. 

In  partnership 
with  chents,  bro- 
kers and  carriers. 
Control  Data  is 
providing  the 
messaging  tech- 
nology and  global 
infrastructure  that 
will  enable  all 
insurance  industry 
participants  to 


communicate,  trade  and  gather  information 

electronically. 

By  replacing  the  paper-  and  cost-intensive 

methods  that  have  impeded  efficiency, 

service  and  profits.  Control  Data  is  helping 

the  industry  handle 
message  and  docu- 
ment exchange  with 
unprecedented  speed 
and  efficiency. 

When  it  comes  to 
building  electronic 
infrastructure  -mes- 
saging, directories, 
security,  information 
sharing  -  we  can 
handle  any  scale 
project.  And  with 
results  as  dramatic  as 
the  scope  of  the  job 
itself:  lowered  costs, 
increased  revenues, 
improved  quality  and 
increased  speed. 

We're  an  electronic 
commerce  systems 
integrator,  with  a 
series  of  IT  solutions 
we  call  Rialto.  And 
we  welcome  your  call: 
1-888-RIALT04.  Or 
visit  us  on  the  Web: 
http://www.cdc.com. 


The    Integrajtian    Company     (Sg) CONTROL  DATA 


"SOMEDAY,  ONE  DVD  WILL  PLAY 
A  FEATURE  LENGTH  MOVIE." 


"SOMEDAY,  MY 
WHOLE  ALBUM 
COLLECTION 
WILL  FIT  ON  A 
SMALL  DISC." 


## 


SOMEDAY,  WE'LL  KEEP  ALL  THIS 
INFORMATION  ON  A  DVD." 


TOSHIBA  IS  PROUD  TO  ANNOUNCE: 
IT'S  SOMEDAY. 


t   I 


Someday.  Though  you've  heard  about  it 
all  your  life,  it  always  seemed  a  long  way 
off.  Not  anymore.  At  Toshiba,  we're  bringing 
the  future  to  life  as  never  before. 

Last  year  Toshiba  brought  Hollywood  and 
Silicon  Valley  together  on  a  DVD  standard. 
So  a  DVD  could  carry  a  full-length  movie 
with  a  choice  of  three  viewing  formats,  eight 
language  tracks  and  up  to  32  subtitle  sets. 


This  year,  advanced  entertainment, 
business  and  education  tools  came  together 
on  your  desktop  for  the  first  time  in  Infinia  - 
our  DVD-ROM-incorporated  desktop 
PC.  Each  of  these  discs  can  hold  up  to 
1 7  gigabytes  of  data. 

And  we're  hard  at  work  developing  the  next 
generation  of  DVD  technologies:  HD-DVD. 
Writable  DVD-RAM.  And  high-performance 
DVD  chipsets  for  other  manufacturers  to 
incorporate  into  their  new  designs. 

In  fact,  Toshiba  spends  over  $3  billion  a 
year  in  research  and  development.  Not  just 
to  bring  you  products  today,  but  to  develop 
the  tools  a  new  generation  will  use  to  create 
their  own  somedays. 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 

►►■If 


Toshiba  Multimedia 
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San' Jose  and  Qlicon  Valley  business  Journal 


After  swallowing  losses,  Odwalla  sees  stock  slowly  climb 


BvDUNNISimoS  ^_^    -, 

Business  Journal  staff  wrile/'-  •  ; ;  - '■   >■ 

: ', ^     }    • 

Odwalla  loc-  whose  stock  has  been 
severely  squeezed  since  last  November,  is 
showing  signs  of  getting  its  health  back. 

Last  fall,  aulhurities  said  that  deadly  E. 
eoii  bacteria  fcnuid  in  the  compauy's  apple 
juice  had  caused  60  people  lo  become  il) 
and  one  baby  lo  die.  : .  '    ; 

After  hining  a  pre -crisis  high  of  $28.7 
shai  e,  the  Hall  Moon  Bay  company's  s' 
tumbled  to  a  52-vwdi  low  orS9.25  a  .   - 
earlier  Ihis  year.  '    "■ , 

The  stiK-k  has  since  climbed  bact 
a  share  on  tlu-  Nasdaq  exchange. 

Odwalla  rose  to  farn^..-;-;!;       (r/ 
squeezed  frui],  "".'^''-■■^'''i'^^Li' 


c-^^?A 
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Odwalla  stock:  6-month  price  and  volume  as  of  March  31 


Share  volume 


y  ve  been 

walla   losing 
_ion  in  revenues 


v'^"::^-  'one  a  great  job 
'^-^l  ugh  this. 
■'■■'.  :i  110  front  with 
;.-ni  community 
-.-..a/th  and  safety 


November.  ' 

First-quarter    '97    result.' 
released  within  the  ne.xt  tv  J 

e.xpeclcd  to  show-  los>es  of  5 
tl 0  nuUion  in  sales.  Mr.  Wilsv 

Meanwhile.  Odwalla  has  adcii. 
tion  safeguards  for  its  carrot  juice 
were  pulled  because  Ihcy  could  be  i 
inated. 

The  carrot  juice  should  be  back  on 
shelves  soon.  Mr,  Kniger  said. 

Company  officials  would  discuss  neither 
the  process,  nor  their  fmaiiciiiJ  and  market- 
ing strategy  for  the  coming  year. 

"They've  done  a  great  job  working 
tliroiigh  this, '  Mr.  Kruger  said.  "They've 
been  up  front  with  the  investment  eon 
nily  and  the  healtli  and  saftj; 

Many  investors  ' ' 
feredthc  \y  -  • ' 
ny,  and 


'r.  Wilson  said. 
I  added. 


ow  hard  it  is 
;  like  that." 
lEV    peoplf 


[odwalla 

BANANA 
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Odwalla 

RASPtlRAY 


i9iMirti»*j(.<»'" 
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Ttiu  12  51  PM    2) 


When  the  Fates  gave  corporations  a 
beating,  savvy  spin  doctors  got  Web  smart. 


When  word  came  of  a  serious  contamination  in  Odwalla's 
juice  products  on  a  morning  in  October  1996,  company  presi- 
dent Greg  Steltenpohl  knew  he  was  facing  a  potential  corpo- 
rate death  sentence.  Sixty-one  people  would  eventually  become 
sick,  and  one  child  would  die  in  an  outbreak  caused  by  E.  coli 
0157-H7,  the  same  bug  that  had  contaminated  Jack-in-the-Box 
hamburgers  in  1993.  Jack-in-the-Box  had  emerged  intact  but 
scarred  from  a  public  relations  night- 
mare, after  spending  millions  battling 
adverse  publicity. 

Could  Odwalla  survive?  The  report 


from  the  King  County  Health  Department  in  Washington  indi- 
cated that  kids  were  among  the  Odwalla  victims.  As  Steltenpohl 
acknowledges,  "Children's  health  problems  are  ranked  as  the 
worst  thing  that  can  happen  to  a  company." 

Over  the  next  months,  Steltenpohl  and  his  staff  engaged  in 
,  a  public  relations  offensive  on  several  fronts  to  save  their  com- 
pany. A  new — and  highly  important — front  was  the  Internet 
and  its  role  as  a  crisis  communications  tool.  For  Odwalla  and 
other  beleaguered  companies  struggling  to  recapture  the  hearts, 
minds,  and  dollars  of  a  wary  public,  the  instant  access  that  char- 
acterizes life  on  the  Web  had  benefits  as  well  as  pitfalls  that 
required  old  PR  dogs  to  learn  some  neat  new  tricks. 

Public  relations  in  the  age  of  the  Internet  is  a  new  ball  game. 
It  has  new  tools,  changed  objectives,  an  altered  geography  of  Web 
sites,  usenets,  chat  rooms,  newsgroups,  and  mailing  lists,  and  a 


revised  lexicon  with  terms  like  spam,  velveeta,  reciprocal  link- 
ing, rogue  Web  sites,  metatabs,  textcrawlers,  hypertextperts,  and 
search  engine  placement. 

PR  on  the  Internet  also  includes  a  new  set  of  assumptions, 
with  response  speeds  measured  in  seconds,  not  hours,  and  a 
"through  the  looking  glass"  distortion  that  can  make  a  single  per- 
son on  an  Internet  newsgroup  more  potent  than  the  entire  pub- 
lic relations  department  of  a  major  cor- 
l«  OnOnAP^         poration.  "Nobody  is  small  on  the 
l\ d  U  CJ  U  U I  I        Web,"  says  Alan  Wallace,  a  principal  at 

Santa  Monica-based  InterActiveAgency, 


a  brash,  two-year-old  firm  dedicated  to  the  proposition  that  PR 
agencies  not  already  on  the  Internet  are  already  out  of  business. 

Not  everyone  in  the  business  feels  such  urgency.  A  1997  sur- 
vey of  marketing  professionals  by  Advertising  Age  and  Media- 
mark  Research  shows  that  PR  agencies  lag  behind  ad  agencies, 
Web  developers,  and  other  marketing  entities  in  the  amount  of 
interactive  resources  available  to  their  clients.  But  even  in  the  few 
years  that  PR  has  had  a  presence  on  the  Internet,  the  industry  has 
already  altered  the  model  that  has  been  the  industry's  bottom- 
line  yardstick  for  more  than  half  a  century. 

From  an  art  devoted  primarily  to  persuading  journalists  to 
write  positive  stories,  the  paradigm  shift  is  moving  PR  to  a  more 
heterogeneous  model  that  requires  a  targeted  approach  aimed 
directly  at  vast  new  online  communities  of  potential  customers. 
The  dramatic  change,  says  Ron  Ricci,  a  principal  in  Silicon 


Child  Dead,  Now  What?  Odwalla  sells  health.  Then,  a  year  ago,  61  people  became  sick  and  one  child  died  from  its  conta- 
minated apple  juice.  President  Greg  Steltenpohl  (left)  and  Edelman  PR's  Matt  Harrington  used  the  Web  to  save  the  company. 


Photography    by    Leslie    Flores 
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Tests  Show 
Odwalla  Juice 
Caused  Death 


Odwalla  Inc.'s  apple  juice  was 
responsible  for  the  death  of  a  i6-nionth- 
old  girl  last  week,  Colorado  health 
officials  said.  Blood  tests  performed  by 
the  U.S.  Centers  for  Disease  Control 
show  that  the  E.  coli  that  caused  the 


Rapid  Response  A  health  scandal  was  the 
last  thing  new-age  Odwalla  had  planned 
for.  Then  disaster  struck  in  October  1996. 
Within  hours  the  company  had  put  up  a  Web 
site  (below)  to  serve  as  the  public  face  of 
Odwalla's  response  to  the  crisis.  The  company 
has  recovered,  though  the  grand  jury  probe 
rolls  on. 


Company  still  recovering 
from  outbreak  of  E.  coli 


Hy  iMuni  CttKlnhrda 
Chronicle  Stuff  WrUer 

\  hen  Odwalla  Inc.  first 
learned  eight  months  ago 
that  its  apple  juice  might 
be  linked  to  an  E.  coli  out- 
break, it  quickly  recalled  all  of  its  apple 
juice-based  products. 

The  Half  Moon  Bay  company  paid 
dearly  for  the  move,  which  affected  70 


with  Future  Shake,  Odwalla's  first  new 
product  since  the  E.  coli  crisis.  Stelten- 
pohl  said  the  pasteurized  vitamin- 
packed  concoction  of  soy,  almond  and 
oat  milk  is  already  a  top  seller. 

The  second  shot  will  come  later  this 
summer,  wiien  Odwalla  starts  selling  its 
popular  carrot  juice  for  the  first  time 
since  the  recall.  Carrot  juice  was  not 
tainted  with  E.  coli,  but  it  was  recalled  as 
a  nr^<;autionarv  measure. 


Odwalla  Subject  of  Federal  Grand  Jury  Probe 


■  Health:  Investigators  are  looking  into  outbreak  of  E 
coli  illness  linked  to  firm's  unpasteurized  apple  juice. 


ByMAimiAGROVeS 
TIMES  XTApp  wirm 

(MwftlU  Inc.  diBclcMed  Thursday 
Uiat  it  Is  Uie  subject  of  a  federal 
grand  jury  Investigation  into  an 
outbreak  of  £.  coti  illnes  last  year 
that  was  traced  lo  tbe  company's 
unpasteurized  apple  juice. 

Chris  Gallagher,  a  spokesman  for 
the  Half  Moon  Bay.  Calif.,  com- 
pany, said  Odwalla  has  responded 
to  a  subpoena  from  a  grand  jury  In 
Fresno  and  is  cooperalinji   with 


than  had  been  expected,  he  said- 
Gallagher  declined  lo  offer  fur- 
ther details  about  the  investiga- 
tion, which  the  company  said  fo- 
cuses on  the  "events  of  1996  and 
before." 


ago- 

For  the  nine-month  period.  Od- 
walla had  an  operating  loss  of  $11.4 
million,  compared  with  operating 
income  of  J236.000  for  the  same 
period  in  1996-  This  year's  sales 
total  S39  million  so  far.  8%  less 
than  In  last  year's  comparable 
perlod 

Ldst  summer.  Odwalla  was  rid- 

Ins    a    twim    in    HArnanH    Inr-    frp^h 


Nine  lawsuila  were  filed  tn  con- 
nection with  the  outbreak;  Odwalla 
said  five  have  been  setUed.  Gal- 
lagher said  that,  to  date.  aU  setUed 
suits  and  other  Individual  dainu 
for  medical  coals  have  used  10%  of 
the  company's  t27-miUlon  Innir- 
ance  pool. 

In  their  sUlement.  Odwalla  ex- 
ecuUves  sought  to  emphasise  aome 
Doslltves:   Demand  for  Odwalla 


1998  trial  set  in  E.  coli  lawsuit 


Fainily  of  Seattle 
child  who  suffered 
renal  failure  takes 
Odwalla  to  court 

By  GeoTf  e  Rsinc 
or  T>c  EiMVCB  s'f 

A  thai  date  has  been  set  in  one 
of  the  moat  aerioiia  injuiy  daima 


John  Coughenour  in  Seattle  on 
Tuesday  »et  trial  for  March  26. 
1998,  in  the  case  of  a  2'^-ye«r-old 
boy  who  suffered  severe  kidney 
damage  allegedly  from  drinking 
Odwalla  apple  juice. 

Michael  Beverly  of  Seattle,  who 
suffered  hemolytic  uremic  syn- 
drome with  acute  renal  failure,  was 
hospitalized  15  days  and  under- 
went dialysis.  According  to  his  law- 
yer's experta.  Beverly  has  a  strong 
chance  of  developing  diabetes  and 


terial  infections,  aperts  alao  ny. 

The  Centers  for  Dmeut  Cootn 
and  Prevention  identified  6 
E.  coli  bacteria]  infectiooL  and  oo 
death,  associated  with  Odm»M  if 
pie  juic*-  llie  company  (fjicUy  oi 
dered  a  product  ncall  and  befan  t 
nash-paeteurize  its  appW  juice. 

Odwalla  has  settied  &v«  of  0(1 
lawsuits  filed  against  the  oompan; 
u  well  asmon  than  350daiaiab 
people  who  said  Lhey  luflereii  i 
effects  from  tiw  juica.  soma  likd 


the  third 
rateaaa 
pany  re- 
icceasful 

Introdue- 
he  fourth 
/    added 


PR  Cool 


Valley's  Cunningham  Communication,  is  that  these 
citizens  of  the  Net  "are  becoming  the  new  jour- 
nalists, and  deciding  who  is  credible  and  who  is  not." 

For  the  Half  Moon  Bay,  California-based  Odwalla,  the 
task  of  rebuilding  credibility  meant  putting  aside  some 
prejudices  about  PR.  Consider  CEO  Steltenpohl's  belief  that 


;(h^T 


EDE 


[  omimticwi  j  [  N»t  a 


DC 


DD 


"what  is  now  called  'masterful 
PR'  used  to  be  known  as  'good 
character.'" 

Odwalla  was  founded  in  1980 
with  the  high-minded  mission 
of  providing  healthful,  unpro- 
cessed juice  drinks  as  well  as 
doing  good  works  for  its  cus- 
tomers and  community.  Drinks 
named  Femme  Vitale  and  Seri- 
ous Ginseng  were  favorite  bev- 
erages of  the  health-conscious 
and  politically  correct.  Now  with 
this  health  scandal,  the  company 
faced  a  test  of  both  its  social  conscience  and  the  PR  acumen 
of  its  consultants. 

Odwalla  began  well  behind  the  curve.  With  no  crisis  com- 
munications plan  in  hand,  Steltenpohl  and  his  staff  had  to  impro- 
vise some  quick  media-response  decisions — decisions  on  which 
the  future  of  the  company  clearly  hinged. 

Their  first  move  was  straightforward.  Within  20  minutes  of 
receiving  news  of  the  contamination,  Odwalla  held  a  press  con- 
ference to  announce  a  recall  of  all  products  containing  un- 
pasteurized apple  juice.  Over  the  next  few  hours,  as  it  became 
clear  '.hat  the  outbreak  was  spreading,  Steltenpohl  and  other 


odNA^lla 


CTwagfl?  WJ  AJgvtB.  Emh  Stm  AteW  W VBih  Scwrcj  ol  Adaraonai  He«tm-Rtl>W  Inlotmacoft-  LtiwtHtifj.  Oav«na  Honmhrnpi  and 
Food  SrfT'y  AJvaon' CoaacU 

TbBTiC  has  beeaaEacd  tsjlttre  viTb  yon  IsfonnaQDa  recuftms  cSvaHa,  a  veDuQie  talMtdeVEtOpiiKnsu^  mloiSMtlDD  rebed  C  Odv^Us  : 
iK»il  or  apple  pax  cod  pioduns  Out  cotiun  apple  m» ,  aid  otsuuc  canot  jwa ,  canot  imc«  ud  v^enble  cockAil  piodocts 

Wc  appnciBC  jom  uivmi  tn  Odv^Ue  and  viU  conttnue  t>  opdac  <hU  nft  as  uJoniMaDD  a  a^e  awkUe 

Sincerely. 


Odwalla  executives  decided  to  use  the  Internet  as  a  key  tool  in 
the  struggle  to  buoy  the  company's  image. 

By  early  the  following  morning,  Matthew  Harrington,  gen- 
eral manager  of  Edelman  Public  Relations  in  San  Francisco,  was 
at  Odwalla's  headquarters  with  a  plan  to  put  up  a  bare-bones 
Internet  site  to  serve  as  the  public  face  of  Odwalla's  response  to 

the  crisis.  More  important,  it 
would  be  a  link  to  other  health- 
related  Web  sites  and  allow  anx- 
ious consumers  to  instantly  find 
the  most  up-to-date  information 
about  the  risks  of,  and  treatments 
for,  illnesses  caused  by  E.  coli. 

After  Odwalla  contacted  him, 
Harrington  called  Edelman's 
Chicago-based  Webmaster  to  find 
out  how  fast  a  site  could  be  read- 
ied. The  answer  was  good:  By 
using  an  address  the  PR  firm  had 
set  aside  for  just  such  a  crisis, 
Odwalla  could  have  its  Web  site  up  and  running  that  same  day. 
"By  4  p.m.,"  Harrington  recalls,  "the  copy  and  cover  letter  were 
approved,  and  by  the  end  of  the  day,  we  were  ready  to  roll." 

The  quick  timing  was  critical,  as  online  response  to  the  site 
showed.  Within  the  first  48  hours,  it  received  more  than  20,000  hits; 
a  number  of  those  visitors  took  advantage  of  hypertext  links  to 
the  Centers  for  Disease  Control,  the  U.S.  Food  and  Drug  Admin- 
istration, and  even  a  Japanese  site  that  gave  treatment  information. 
Over  the  next  few  months,  Odwalla's  Web  strategy  was  clearly 
having  a  subtle  but  important  effect  in  reestablishing  trust.  "For 
getting  complex  information  out  about  which  we  were  not 
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Introducing  one  of  the  more  enjoyable  rewards  for  a 
job  well  done. 

JVC's  new  FS  Music  Systems  represent  a  quantum 
leap  in  the  design  of  compact  components  that 
are  perfect  for  the  home  or  office. 

Underneath  its  classic  exterior  lies  tomorrow's 
benchmark  engineering.  An  amplifier  with  electrolytic 
capacitors,  CD  Player  with  state-of-the-art  1  Bit 
D/A  conversion,  AM/FM  tuner  with  clock  timer, 
Compu  Play  for  instant  playback,  full  function 
remote,  and  a  speaker  system  that  uses  JVC's 
edge-wound  4-layer  voice  coils  and  Hyper  Neo 
Olefin  drivers. 

If  you  don't  understand  what  all  this  technology 
means,  it  doesn't  matter.  Your  ears  will. 

The  JVC  FS  Music  System. 

Everything  and  more  from  an  original  in  both 
sound  &  style. 


SERIFS 


For  your  nearest  authorized  JVC  dealer  call  1-800-252-5722  or  visit  our  \A/eb  site  at: 
\A/\A/w.jvc-america  .com 
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authorities,  the  Web  was  ideal,"  says  Steltenpohl, 
whose  company  has  already  settled  most  of  the  law- 
suits filed  after  the  contamination  crisis.  As  Steltenpohl  sees  it, 
a  quick  and  open  response  to  the  crisis  and  an  ungrudging  will- 
ingness to  act  as  a  fair  broker  of  information — some  of  which 
was  not  necessarily  good  for  Odwalla's  bottom  line — cemented 
the  impression  among  both  customers  and  journalists  that 
Odwalla  was  a  company  worth  saving. 

"It  was  painful  at  first,"  Steltenpohl  says  about  the  decision  to 
use  the  Internet  as  a  third-party  information  resource,  "but 
because  we  gave  the  press  and  public  a  sense  of  openness  and 
access,  after  the  immediate  crisis  passed,  they  gave  us  a  shot  to 
tell  our  story." 

CHAT  RUMORS  ROIL  QUIGLEY'S  STOCK 

The  online  experience  of  Quigley  Corporation,  the  producer 
of  Cold-Eeze,  a  zinc  lozenge  reported  by  one  important  med- 
ical study  to  be  the  closest  thing  yet  to  the  elusive  cure  for 
the  common  cold,  had  a  far  less  happy  outcome.  Over  the  last 
year,  in  fact,  Quigley  has  become  a  corporate  poster  child  for 
potential  horrors  of  online  investor  relations. 

With  Cold-Eeze  on  the  market 
at  the  beginning  of  the  cold  season  in 
1996,  suburban  Philadelphia-based 
Quigley  should  have  enjoyed  one  of 
the  marketing  coups  of  the  century. 
Earlier  that  year,  the  journal  Annals 
of  Internal  Medicine  concluded  that 
Cold-Eeze  both  shortened  and  re- 
duced the  intensity  of  colds.  The  news 
was  picked  up  by  CNN  and  ABC's 
newsmagazine  20-20. 

The  public  response  was  immedi- 
ate and  overwhelming.  Consumers  camped  outside  drugstores 
across  the  country  waiting  for  shipments  of  Cold-Eeze  to  arrive. 
Quigley  stock,  which  had  traded  earlier  for  less  than  $1,  shot  up 
to  an  astonishing  $37.  The  Internet  buzzed  about  the  cure  and  the 
company.  America  Online's  Motley  Fool  and  other  stock-related 
Internet  newsgroups  devoted  ample  chat  time  to  the  Quigley  phe- 
nomenon. 

But  then  weird  things  happened  to  Quigley  online.  A  blizzard 
of  negative  postings  began  to  appear  on  the  Motley  Fool  and  Sil- 
icon Investor  sites.  Hundreds  of  rumors  appeared  about  Quigley, 
its  product,  and  the  science  behind  it.  Even  the  executives  of  the 
company  were  accused  of,  among  other  things,  ties  to  the  Mob. 
These  cybersmears  were  put  out  pseudonymously  under  names 
like  "Stock  Dung"  and  "DntWstMyTm." 

Who  was  attacking  Quigley  and  why? 

"It's  pretty  obvious  people  shorting  the  stock  were  carrying 
on  a  broad  disinformation  campaign  to  drive  it  down,"  says  Alan 
Coon,  an  industry  analyst  and  founding  editor  of  Interactive 
Marketing  and  P.R.  News. 

At  first,  the  online  dirty  tricks  of  the  shorts  failed  to  have  the 
desired  effect.  Quigley  shares  continued  to  climb.  According  to 
Quigley  Chief  of  Operations  Chuck  Phillips,  the  perpetrators 
didn't  realize  the  force  of  public  demand  for  Cold-Eeze.  But  if 
the  rumormongers  were  shorters,  Quigley 's  continued  strength 
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Welcome  to  the  Official  Cold-Eeze  Site 
On  the  Internet. 
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made  them  more  desperate.  In  late  1996  someone  went  online 
in  an  AOL  chat  room  masquerading  as  Quigley's  chairman,  Guy 
Quigley  himself  The  ersatz  official  told  a  tale  of  low  inventories 
and  corporate  disorganization.  By  the  spring  of  1997,  the  unre- 
lenting offensive  had  had  an  effect — Quigley's  stock  had  sunk  to 
less  than  $10. 

Quigley  employees  tried  to  track  down  the  sources  of  the  dis- 
information, but  were  stymied  by  electronic  trickery  easily 
accomplished  on  the  Web — such  as  the  use  of  anonymous 
remailer  sites  that  stripped  traceable  addresses  from  postings. 
For  the  frustrated  PhilHps,  trying  to  remedy  the  problem  was 
like  punching  at  shadows.  "The  Internet  is  virtually  without  con- 
trols," he  comments,  adding  that  the  only  way  to  fight  aggres- 
sively distributed  disinformation  is  "to  be  online  in  real  time  with 
accurate  information  and  hope  people  who  matter  act  on  it."  But 
even  that,  Phillips  suggests,  is  not  a  viable  solution.  "People  like 
me  would  have  to  be  online  full-time,  and  you  can't  do  that  and 
run  a  public  company  at  the  same  time,"  he  observes. 

Quigley  responded  by  putting  accurate  company  information 
on  its  Web  site  and  challenged  AOL  to  begin  policing  its  sites 
(which  AOL  has  staunchly  refused  to  do).  Now,  with  another  cold 

season  approaching,  the  campaign 
against  Quigley  continues  to  keep  the 
stock  depressed.  Phillips  believes  that 
his  company,  with  solid  fundamentals 
and  a  growing  inventory,  is  far  luck- 
ier than  others  he  knows  that  have 
suffered  from  disinformation  cam- 
paigns by  online  shorters.  He  is  con- 
vinced the  Web  will  continue  to  be 
used  as  a  rumor  mill  to  drive  down 
stocks — and  drive  worthy  companies 
out  of  business.  "The  Internet  is  a 
killing  zone,"  Phillips  says.  "People  interested  in  using  innuendo 
to  start  selling  frenzies  are  out  there  in  droves." 

Steve  O'Keefe,  author  of  Publicity  on  the  Internet,  agrees  that 
vigilant  monitoring  in  the  age  of  the  Internet  is  now  a  critical 
part  of  corporate  investor  relations.  "Just  having  people  out  there 
following  online  chat  groups  and  representing  your  side  of  the 
story  can  save  millions  in  stock  prices,"  he  says. 

PENTIUM  FLAP  GIVES  BIRTH  TO  ROGUE  INTEL  SITE 

Dealing  with  chat-line  disinformation  isn't  the  only  criti- 
cal new  job  for  Web-conscious  PR  practitioners.  Another  key  role 
is  keeping  tabs  on  the  postings  of  online  newsgroups:  These 
ongoing  exchanges  are  often  far  ahead  of  the  media  when  it 
comes  to  knowledge  of  a  company  and  its  real  problems,  and 
ignoring  online  newsgroups  can  be  a  costly  mistake. 

A  classic  example  took  place  after  Intel  introduced  its  highly 
touted  Pentium  chip. 

In  1994  a  potential  flaw  in  the  new  processor — an  error  in  a 
rather  rarefied  math  calculation — was  revealed  and  widely  dis- 
cussed on  an  Intel-related  newsgroup.  The  company,  which  con- 
sidered the  chip's  flaw  to  be  extremely  minor,  ignored  the  criti- 
cism until  it  emerged  in  the  general  media  and  mushroomed 
into  the  greatest  crisis  in  the  company's  history.  Ultimately  the 
scandal  caused  widespread  customer  discontent  and  cost 
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From  Discovery  to  Apology 

Mof8  ihan  o  tnomn  passed  behvewi  the  disclosure  o>  the  (law  in 
Inters  Pentium  processor  and  Ifie  compary  s  anoouncement 
yesterday  thai  it  nvould  replace  all  ttie  oelective  chips  upon 
request.  Here  is  Itie  chronology  ol  o»ents  leading  to  Intel's 
anrxxjncameni,  accomparved  by  ttie  company's  stock  price. 
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SouVr  OMUtTM/n 

The  Glitch  That  Stole 
Intel  Corp.'s  Christmas 

Pentium 's  Flaws  Shake  Company 


By  Elizabeth  Corcoran 

WuUnlai  Pad  SufrWrlUf 

Thanksgvvuig  Day  did  not  find  Andrew  Grove,  chief 
executive  of  Intel  Corp.  of  Santa  Clara,  Calif.,  feeling 
very  thankftil. 

A  technical  glitch  in  the  company's  prized  product,  the 


InteVs  Crash  Course  on  Consumers 


ByJOHNMARKOFF 

Special  10  The  Nc*.  York  Time* 

SAN  FRANCISCO,  t>ec.  20  —  It 
was  during  the  weekend  after 
Thanksgiving  that  Paul  Oiellini,  the 
Intel  Corporation's  senior  vice  presi- 
dent (or  worldwide  sales,  first  real- 
ized that  his  company  had  a  crisis  on 


ing  electronic  mail  and  his  cellular 
phone  was  nnging.  It  was  at  that 
moment,  he  said,  that  his  wife  threw 
up  her  hands  and  walked  out  of  the 
room. 

"I  thought  to  myself.  'Thank  God. 
I  don't  have  another  phone  line,'  "  he 
said- 

As  plugged  in  as  they  were.  Intel 
officials  were  out  of  touch  with  the 


education  of  a  high-technology  com- 
pany. 

One  immediate  result  of  the  tele- 
conferencing after  Thanksgiving 
was  that  Mr,  Grove  composed  an 
apology  to  be  posted  on  a  computer 
bulletin  board  on  the  Internet.  On 
that  web,  Intel  was  under  broad  at- 
tack for  not  having  disclosed  the 
Pentium's  problems  when  the  com- 


Flurry  of  Lawsuits 
Filed  Against  Intel 
Over  Pentium  Flaw 


By  Richard  B.  Schmitt 

staff  Reporter  of  Tiik  Wall  Strket  Journal 

Lawsuits  against  Intel  Corp.  over  its 
nawed  Pentium  chip  are  rapidly  multiply- 
ing, even  as  debate  continues  over  how 
much  harm  the  device's  inability  to  do 
certajn  complex  math  calculations  will 
cause. 
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Better  Prepared  Now  Intel 
thought  it  could  downplay  the 
1994  Pentium  flaw  flap.  But 
angry  customers  took  to  the 
Web  (see  below),  forcing  Intel  to 
fess  up  and  offer  free  replace- 
ment chips.  Now  Intel  says 
reaching  the  worldwide  Internet 
audience  is  "everyday  life." 


PR  Cool 


hundreds  of  millions  to  rectify. 

Since  that  first  Pentium  debacle,  the  offending 
Intel  newsgroup  has  transformed  itself  into  a  "rogue"  Web  site 
called  N-Tel  Secrets.  With  nearly  6  million  hits  and  counting, 
N-Tel  grew  into  a  powerful  counterpoint  to  official  Intel 
marketing.  Early  this  year  N-Tel 
Secrets  announced  another  pos- 
sible erratum  in  the  Pentium 
II  chip. 

This  time  Intel  was  prepared. 
"In  1994  we  very  much  underes- 
timated the  global  reach  of  the 
Internet,"  says  Adam  Grossberg, 
an  Intel  PR  spokesman.  Since 
then,  "we  did  a  180-degree  turn- 
about on  the  importance  of 
reaching  the  worldwide  Internet 
audience,  which  is  now  a  part  of 
everyday  life  at  Intel." 

In  fact,  Grossberg  gets  information  from  Intel  departments 
that  monitor  various  Intel  newsgroups  through  services  such 
as  Reference.com,  E- Watch,  AltaVista,  and  DejaNews.  These  ser- 
vices search  the  30,000  or  more  Internet  newsgroups,  which 
filter  more  than  a  million  messages  a  day. 

By  responding  quickly  to  adverse  information  in  news- 
groups, recognizing  potential  problems,  and  suggesting  fixes, 
Intel  has  already  put  out  several  product  brushfires  and  so 
far  has  avoided  anything  approaching  the  Pentium  public  rela- 
tions debacle. 

On  the  positive  side,  Cunningham  Communication's  Ron 


IZJ. 


Ricci  and  others  see  newsgroups  as  an  improved  version  of  focus 
groups,  with  more  reliable  information  gathered  more  quickly  for 
virtually  no  cost.  "If  you  buy  into  the  premise  that  newsgroups 
are  as  important  as  a  product  review  and  as  useful  as  a  focus  group, 
the  need  to  monitor  them  becomes  paramount,"  he  says. 

Ricci  also  appreciates  how 
newsgroups  in  particular  and  the 
Internet  in  general  change  the 
focus  of  public  relations.  "The  tax- 
onomy of  the  Web  is  different 
fi^om  the  taxonomy  of  journalism," 
he  says.  "Our  focus  is  now  on  real 
live  people,  which  means  we  need 
to  work  to  understand  the  right 
way  to  see  what  a  customer  is  in- 
terested in." 

Sometimes  the  customer  is  just 
interested  in  stirring  things  up. 
The  N-Tel  Secrets  site  is  only  one 
of  a  proliferation  of  so-called  rogue  Web  sites  keeping  Inter- 
net-sawy  public  relations  professionals  on  edge.  The  Associa- 
tion of  Flaming  Ford  Owners,  one  of  the  better-known  rogue 
sites,  comes  complete  with  photos  of  burned  cars  and  trucks  and 
demands  the  recall  of  millions  of  Fords  with  what  are  claimed 
to  be  combustible  ignitions.  Another  is  the  Kmart  Sucks  site, 
which,  after  threatened  legal  action,  was  forced  to  change  its  name 
to  Mart  Sucks.  The  site  is  one  of  several  that  detail  alleged  labor 
misdeeds  by  various  retail  giants. 

Nearly  as  many  theories  exist  on  how  corporate  public  rela- 
tions can  deal  with  rogue  sites  as  there  are  sites.  Sometimes  a 
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Your  time  is  as  valuable  as  your  money.  That's  why  OLDE  offers  professional  investment  advice  ivith  commission 

savings.  Most  discount  brokerage  firms  don't  provide  advice:  OLDE  does.  And  unlike  fuU-service/fuU-cost 

brokerage  firms,  OLDE  also  offers  significant  cost  savings.  This  rare  combination  of  advice  with  discount 

^^^^       commissions  gives  OLDE  the  unique  ability  to  help  you  save  time  and  money  -  a  combination  no  other 

^^^      major  national  brokerage  firm  provides. 


With  OLDE,  your  investment  needs  can  be  met  with  one  brokerage  firm.  You'll  receive  more  than 
advice  or  commission  savings  alone;  you'll  receive  both.  Whether  you  are  looking  to  save  for  a  new 
home,  start  a  business,  invest  for  your  children's  education  or  secure  your  retirement,  OLDE  can 
help  with  an  extensive  selection  of  investment  choices  and  innovative  services  that  include: 
•  Stocks,  bonds,  mutual  funds 

•  Money  market  funds 
I  £•      ^  •  Investment  research 

•  No  annual  fee  IRAs 

•  Small  business  retirement  plans 

•  Tax-free  and  government  securities 
•  Account  protection  up  to  $25  million 
•  Ask  about  SmartTrade®  commissionless 
trading  (min,  $500,000) 

•  Free  account  transfer  service 
#  •  Offices  nationwide 


Advice 
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One  Brokerage  Firm 

One  Call 
1-800-USA-OLDE 

www.OLDE.com 

Or  Check  The  Yellow  Pages 
For  The  Office  Nearest  You 

^OLDE 

America's  Full  Service  Discount  Broker 

Member  NYSE  &  SIPC 
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sense  of  humor  is  the  best  defense.  InterActive 
Agency's  Alan  Wallace  contrasts  the  way  Warner 
Bros.  Records  and  Sony  deal  with  unauthorized  supporter  sites 
put  up  by  fans.  In  many  cases,  Sony  has  threatened  legal  action 
to  stop  infringements  on  copyrighted  material,  while  Warner 
Bros.,  according  to  Wallace,  says,  "Just  use  our  artwork  and  it's 
cool."  Wallace,  whose  agency  works  for  Warner,  figures  it's  smarter 
to  encourage  sites  that  build  fan  support  for  records  and  motion 
pictures,  rather  than  attack  them. 

Dealing  with  aggressive  sites  such  as  Flaming  Ford  is  much 
tougher.  Ford  claims  that  it  won't  respond  to  the  provocation. 
Industry  analyst  Alan  Coon  is  critical  of  this  benign  neglect,  sug- 
gesting that  "a  Ford  owner  would  like  to  see  the  company  stand- 
ing behind  its  product." 

But  Jon  Austin,  the  online  ombudsman  for  Northwest  Air- 
lines, believes  that  in  cases  such  as  the  Flaming  Ford  site  or  those 
fueling  feverish  speculation  on  the  cause 
of  the  TWA  Flight  800  crash,  companies 
are  wise  not  to  add  gasoline.  He  cautions 
against  getting  involved  with  what  he  calls 
"the  world's  largest  rumor  mill. 

"If  they  spent  their  time  knocking 
down  every  Net  rumor,  they'd  have  no 
time  for  anything  else,"  he  says. 

Austin,  a  proponent  of  monitoring 
newsgroups,  receives  daily  reports  on 
what  is  being  said  online  about  North- 
west. He  is  also  one  of  many  public  rela- 
tions industry  leaders  struggling  to  evolve 
a  code  of  online  "netiquette"  for  moni- 
toring and  response.  Web  purists  consider 
corporate  posting  to  newsgroups  as  mor- 
ally reprehensible,  akin  to  "spamming,"  or 
flooding  the  net  with  junk  mail.  Like 
spamming,  this  so-called  lurking  can  be 
met  by  angry  "flames,"  death  threats,  or 
perhaps  worst  of  all,  a  posting  on  the  Blacklist  of  Internet  Adver- 
tisers Web  site. 

Internet  public  relations  specialist  Brianne  Murphy  Miller  of 
San  Francisco's  Kamer-Singer  &  Associates  believes  that  moni- 
toring newsgroups  must  be  a  part  of  modern  public  relations. 
But  she  has  mixed  feelings  about  actually  crashing  a  chat  group. 
"Unless  you're  a  good  actor,  you're  going  to  be  caught,"  she  says. 
Miller  suggests  a  proper  way  to  enter  a  chat  room  or  newsgroup: 
"I  hear  you've  been  talking  about  my  product.  This  is  my  URL 
address;  if  you  want  more  information,  email  me."  Some  suggest 
identifying  the  company  but  going  in  with  a  "stage  name"  to 
avoid  personal  retaliation. 

InterActive  Agency's  Alan  Wallace,  who  has  felt  the  heat  from 
online  flamers,  is  less  worried  about  pushing  the  envelope  of 
netiquette.  "Four  years  ago  people  were  resisting  the  idea  of 
advertising  on  the  Net,"  he  says.  "Now  every  Web  site  has  a  ban- 
ner ad  across  the  top."  But  he  is  ambivalent  about  the  sins  of 
spamming.  "We  tread  a  fine  line,"  he  admits.  "The  massive  back- 
lash against  spam  email  just  means  we  need  to  focus  our  mes- 
sage on  people  who  are  the  most  responsive." 

In  fact,  where  InterActive  is  getting  its  best  response  is  by 


(July  22.  1946,  vill  Qmy  nvr  flat,  i 


ttad  Psarusf  •I99S,  I99« 


developing  interlinks  among  Web  sites  of  similar  interest  that 
Wallace  believes  "will  bring  the  greatest  number  of  eyeballs  to 
a  particular  client  site."  In  its  campaigns  for  movies,  such  as 
Strange  Days  and  Batman,  InterActive  managed  to  negotiate  a 
pioneering  series  of  reciprocal  hypertext  links.  These  allowed, 
for  example,  fans  of  Uma  Thurman  to  go  directly  from  various 
fan  and  movie  Web  sites  to  the  Batman  site  and  vice  versa. 

Wallace  and  his  team  are  not  above  sending  a  case  of  beer  or 
a  soundtrack  CD  to  a  particular  Webmaster  to  assure  good  place- 
ment of  a  hypertext  link  or  a  high-ranking  slot  on  a  search 
engine.  "Running  a  Web  site  is  a  thankless  job,"  Wallace  says,  "so 
acknowledgment  is  really  important." 

KAISER  INTRANET  LETS  EMPLOYEES  RANT 

Kaiser  Permanente,  the  giant  California  HMO,  is  aware  that 
online  forums  can  be  an  important  new  tool  for  internal  as 
well  as  external  PR.  Taking  the  bull  by  the 
horns,  the  company  established  Rumor  Check 
for  its  30,000  employees  scattered  throughout 
32  medical  facilities  in  Northern  California. 
The  internal  forum  allows  Kaiser  employees 
to  gripe,  pose  questions,  and  interact  as  an 
electronic  community.  Monitored  out  of  his 
Oakland  home  by  Bob  Hughes,  a  retired 
Kaiser  public  affairs  officer.  Rumor  Check  fre- 
quently receives  more  than  100  postings  a  day 
on  everything  from  potential  labor  disputes 
to  requests  by  stumped  employees  for  help  on 
continuing  education  projects. 

Hughes  sees  himself  as  "a  moderator  but 
not  totally  a  fair  broker,"  because  he  works  for 
management.  Nevertheless,  over  the  last  few 
years,  he  has  developed  a  loyal  following 
among  posters.  He  believes  that  between  10 
and  100  people  "lurk" — reading  but  not 
responding — for  every  person  who  posts  a 
message.  He  estimates  that  as  many  as  15%  of  Kaiser's  employ- 
ees regularly  look  to  Rumor  Check  to  clarify  the  hospital's  posi- 
tion on  labor  issues  and  to  knock  down  periodic  rumors  of 
potential  takeovers  or  mergers. 

Hughes  also  sees  Rumor  Check  fulfilling  a  tremendously  seri- 
ous role,  particularly  when  it  comes  to  diversity  issues,  includ- 
ing gender,  age,  and  race  in  the  workplace.  With  the  O.  J.  Simp- 
son case  and  the  Tiger  Woods  "Masters"  incident  (a  competitor 
made  racist  remarks),  Hughes  watched  the  initial  heat  generated 
by  these  incidents  cool  considerably.  "After  several  months  of 
debate  about  the  different  perceptions  of  the  O.  J.  verdict,"  he 
says,  "you  could  see  a  narrowing  of  the  gap.  At  least  people  under- 
stood why  there  was  a  gap." 

Noting  the  increased  pace  of  work  and  the  fact  that  people 
"can't  afford  to  take  a  coffee  break  anymore,"  Hughes  sees  Rumor 
Check  serving  the  critical  function  of  an  electronic  water  cooler, 
"an  important  mechanism  for  the  camaraderie  and 
fellowship  of  employees."  And  this,  he  tells  middle  managers 
who  occasionally  criticize  Rumor  Check  as  a  waste  of  time,  is 
just  about  the  best  thing  tech-sawy  corporate  public  relations 
people  can  do.  ■ 
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Aficio  series  from  Ricoh.  A  machine  you  can  trust,  a  machine  you  can  rely  on,  and  one  that's 
easy  to  use.  It  copies,  faxes  and  prints  from  one  convenient  location.  And  if  your  location 
happens  to  be  a  PC,  Aficio  can  handle  that,  too.  Aficio's  ability  to  connect  to  your  network 
gives  your  office  added  flexibility.  For  over  60  years,  we  have  focused  our  ^^     ^ 

approach  to  design  and  technology  on  our  customers'  needs.  We  are  tW  iQlO 

dedicated  to  creating  solutions  that  make  complex  tasks  easy,  and  routine  ^^  nlCOH 

jobs  effortless.  And  as  pioneers  of  digital  imaging,  we  are  at  the  forefront  of  simplifying 
the  never-ending  complexities  your  business  must  face  now,  and  into  the  future.  Take  a  look 
at  the  new  Aficio  series  and  see  why  it's  rapidly  becoming  man's  best  friend. 


Simple  solutions.  Based  on  human  needs. 


For  more  information  about  the  Aficio  series,  contact  1-800-63-RICOH  or  visit  our  home  page  at  www.ricoh-usa.com 


ADVERTISEMENT 


900   NUMBERS:    A   BUSINESS   TOOL   MADE   FOR   CUSTOMERS 


I      I    I         lor  software  company  Intuit, 
900  service  proved  to  be  an  effective, 
cost-saving  and  innovative  solution. The 
company's  QuickBooks  accounting  soft- 
ware  for  small  businesses  had  become 
a  success,  but  v^rth  it  came  an  unexpect- 
ed problem;The  volume  of  calls  to  the 
Intuit  help  desk  overwhelmed  the  staff, 
lengthening  the  time  customers  spent 
v^aiting  for  assistance.  "For  our  small- 
business  users,  time  is  very  expensive," 
says  QuickBooks  product  manager 
Karen  Sergeant.  "We  conducted  cus- 
tomer research  and  learned  that  our 
QuickBooks  users  wanted  fast,  reliable 
service  —  and  didn't  want  to  spend 
time  holding  on  a  long-distance  call." 

The  solution  for  Intuit  —  as  for  an 
increasing  number  of  businesses,  banks, 
nonprofit  organizations  and  even  gov- 
ernment agencies  —  was  to  use  AT&T's 
pay-per-call  service.  With  it,  callers  have 
the  option  to  pay  for  technical  support 
as  needed,  and  Intuit  can  use  the  rev- 
enue from  fees  to  enhance  the  quality 
and  convenience  of  its  help  desk."We 
decided  to  double  the  number  of  our 
service  specialists  and  share  the  cost 
with  customers  by  imposing  a  fee 


for  calls  after  the  first  30  days,"  says 
Sergeant.  "Hold  times  have  been 
reduced,"  and  customer  satisfaction  has 
been  enhanced. 

Once  the  province  of  niche  prod- 
ucts, 900  services  have  roared  into 
popularity  in  the  last  few  years  as  a 
legitimate  business  tool.  A  900  number 
can  enable  a  company  to  provide 
superior  customer  support,  create 
marketing  programs  or  raise  funds  — 


the  caller's  monthly  phone  bill,  both 
functions  are  handled  directly  by  AT&T. 
For  their  part,  customers  benefit  from 
immediate  service  and  ease  of  payment: 
no  separate  bills,  no  checks  to  send,  no 
credit  cards. 

The  possibilities  for  using  AT&T 
900  Services  are  by  no  means  limited 
to  technical  support.  When  Nintendo 
game  players  want  tips  on  how  to  get 
around  a  nettlesome  obstacle,  they 


(A  900  number  can  enable  a 
company  to  provide  superior  customer 
support,  create  marketing  programs 
or  raise  funds  -  ail  at  modest  fees. 


all  at  modest  fees  and  in  formats 
tailored  to  the  sponsor's  needs.  Besides 
generating  income,  AT&T  900 
Services  spare  the  company  from 
billing  and  collecting  the  fees.  Since 
the  charge  automatically  appears  on 


Experience  shows  that  customers  are  willing  to  pay  for  valuable  information  and  services 
through  900  numbers,  and  businesses  are  using  them  to  offer  a  surprising  range  of 
services,  including  instant  technical  support,  marketing  and  promotions,  lottery  services 
and  call-in  polls.  As  pay-per-call  900  services  expand  in  popularity,  AT&T  offers  these  tips: 

•Make  it  useful.  Callers  will  dial  a  900  number  if  it  provides  something  they  want, 

need  or  enjoy. 
•Be  up  front  about  the  costs.  And  keep  in  mind  that  callers  tend  to  prefer  flat-fee  or 

"capped"  fee  structures. 
•Measure  customer  satisfaction  by  conducting  surveys  with  900  callers. 

Since  companies  vary,  AT&T  provides  flexible,  more  effective  900  programs  with  value- 
added  options  and  features  including: 

•AT&T  Vari-A-Bill  makes  it  easy  to  provide  different  services  to  callers  at  different 

rates,  all  through  the  same  900  number. 
•AT&T  Interactor  Service  offers  volume  discounts  for  companies  anticipating  high 

900  usage. 
•AT&T  ExpressQOO  Service  is  streamlined  to  provide  a  low-cost,  low-risk  way  to  test 

the  power  of  a  pay-per-call  service  using  existing  phone  lines. 

To  learn  more,  call  1-800-655-1366,  ext.  668,  or  visit  our  Wob  site: 
http//www.att.com/business/900services. 


can  call  a  toll-free  number  or  they  can 
call  the  Game  Play  Counselor  Hot 
Line  (900-288-0707),  where  for  a 
$  1 .50-per-minute  charge,  an  expert 
will  guide  them  through  their  problem. 

In  the  competitive  arena  of  fund- 
raising,  some  organizations  are  finding 
a  900  number  is  an  unparalleled  tool 
for  attracting  pledges  during  a  drive  — 
and  collecting  them. 

The  Ronald  McDonald  House 
Charities,  which  provide  temporary 
residences  for  families  of  children 
being  treated  at  hospitals,  recently 
signed  up  for  a  900  number  to  make 
fund-raising  "fast  and  convenient,"  says 
Marty  Coyne,  director  of  development. 
Callers  can  dial  900-CALL-RMHC  to 
make  a  $  1 5  donation  that  appears  on 
their  telephone  bill  —  without  having 
to  send  in  a  separate  check,  or  rely  on 
a  reminder  mailing.  "We're  always  looking 
for  new  ways  to  raise  money,"  says 
Coyne,  and  AT&T  gave  them  a  winner 


Lynn  Morrissey  is  a  New  York-based  journalist 
specializing  in  business  and  technology  topics. 
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-- -=^S^  With  AT&T  900  Service  and  this 
free  book,*  you  and  your  customers 
come  out  on  top.  They  get  the  help 
'^^tss--,^E^A  they  need,  when  they  need  it,  with  less 
waiting  and  nnore  reliable  infornnation.  You  get  a 
more  efficient  custonner  service  center  and  a  new 
revenue  stream.  Companies  of  all  sizes  have 
It's  all  within  your  reach, 
discovered  AT&T  900  Service.  Computer  companies 
use  it  for  tech  support,  banks  for  check  verification  and 
charities  to  collect  donations.  How  ever  you  use  it,  one 
thing's  for  sure:  when  you  service  customers  on  the 
world's  most  powerful  network,  you  really  can't  lose. 

want    to    know    morel 

Call    I    800    843-0934    or   visit    us    at 
www.att.com/business/900services 

©1997  AT&T  All  rights  reserved.  *Offer  valid  while  supplies  last. 
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Cadence  CEO  talks  mergers... 
the  rules  of  success  and 
the  boneheaded  plays. 


loe 

Costello 


At  6  feet  6  inches,  Joe  Costello  might  be  the 
only  public  company  CEO  who  can  dunk  a 
basketball.  He  can  build  teams,  too.  The  43- 
year-old  Costello  has  grown  Cadence  Design 
into  electronic  design  software's  market  leader, 
now  running  at  about  $900  million  a  year. 
His  secret:  mergers.  Forbes  ASAP  editor  Rich 
Karlgaard  asked  Costello  how  he  does  it. 

ASAP:  In  your  career,  how  many  acquisi- 
tions have  you  done? 

JC:  Fourteen,  sixteen — a  lot. 

ASAP:  What  are  the  secrets? 

JC:  They  ain't  easy.  If  you  think  so,  you'll 
always  get  hosed.  Putting  two  equal  com- 
panies together  is  a  hard  way  to  double 
your  growth.  It's  far  easier  to  ride  a  rocket 
ship  where  you've  got  great  market  growth 
and  you  are  adding  people  to  an  existing 
culture. 

ASAP:  What  makes  it  so  tough? 

JC:  You've  got  to  do  it  fast  or  you're  screwed. 
You've  got  to  condense  an  amazing  number 
of  changes  into  a  short  period  of  time. 

ASAP:  How  do  you  sort  it  all  out? 

JC:  I  have  a  few  rules  posted  in  my  brain. 
I  can  look  at  a  deal  and  smell  a  loser  right 
away.  There  is  no  substitute  for  spend- 
ing time  up  front  and  making  sure  your 
choice  makes  sense. 

ASAP:  Which  means? 

JC:  It  must  be  strategic.  If  a  target  hasn't 
been  a  part  of  your  thinking  all  the  time, 
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then  it  is  not  a  viable  candidate  for  a  merger. 

ASAP:  What  if  a  company  is  ridiculously 
cheap? 

JC:  That's  a  bad  reason.  That  sways  you  to 
siupid  mistakes.  That's  why  I  say  you've  got 
to  go  right  back  to  your  fundamental 
strategies:  Who  are  your  customers?  What 
are  their  needs — today  and  tomorrow? 
What  are  their  problems  going  to  be?  Then 
you  ask:  Who  could  add  value  to  them? 
Who  are  the  other  players?  Then  you  fig- 
ure out  the  elements  you  need. 

ASAP:  The  basic  idea  is  that  your  merger 
plans  derive  from  a  three-to-five-year  vision. 

JC:  Exactly.  You  have  to  ask:  Who  is  my 
customer  three  to  five  years  from  now? 
What  will  their  needs  be  then?  How  will  I 
add  value  to  them?  Then  you  work  your 
way  back. 

ASAP:  How  do  people  delude  themselves 
into  crappy  mergers? 

JC:  A  company  looks  cheap,  undervalued, 
so  you  think  you'll  make  a  lot  of  dough  on 
it.  Or  it's  got  a  good  growth  rate  to  it.  Or 
a  glamorous  price/earnings  ratio,  which 
you  think  will  pump  up  your  own  P/E.  Peo- 
ple get  carried  away.  Worse  yet  is  when  peo- 
ple aren't  really  clear  about  their  strategy. 
That's  the  most  dangerous.  The  best  guy  to 
sell  to  on  the  other  side  is  the  guy  who 
doesn't  know  what  his  strategy  is.  When 
you  are  confused,  you  can  get  sold  anything. 

ASAP:  What  else  is  in  your  merger  rule  book? 


JC:  No  product  overlap!  I  don't  know  if  this 
rule  applies  for  all  industries.  In  high  tech, 
it's  murder.  That's  where  you  spend  all  your 
time.  The  10%  or  20%  overlap.  It's  poison. 

ASAP:  What  do  you  mean? 

JC:  It's  the  engineering  team  fighting  about 
things.  The  marketing  guys  posturing.  The 
executives  who  have  an  ego  or  pride  in  it. 
It's  a  mess.  People  want  things  happening 
instantly,  too.  That's  where  your  nightmares 
all  occur.  It's  where  all  the  politics  occur, 
too.  I  hate  the  damn  baby-sitting. 

ASAP:  What  else  do  you  have  to  watch  for? 

JC:  Culture  mesh. 

ASAP:  Which  is  compounded  if  you  have 
an  overlap  problem. 

JC:  If  you've  got  product  overlap  and  a  cul- 
ture problem,  you've  just  bought  yourself 
a  nightmare.  Culture  is  how  things  operate 
today.  When  you've  got  that  culture  mis- 
matched, it  just  clogs  the  machinery. 

ASAP:  When  you  acquire  a  small  company, 
you  must  run  into  the  classic  problem  of 
fitting  their  wild  ducks  into  your  larger 
company. 

JC:  Yeah.  Let  me  tell  you  a  story.  I  was  sit- 
ting in  a  meeting  one  day  and  there  was 
some  weird  shit  going  on.  Yow!  The  CEO 
from  company  X  was  acting  like  a  kind  of 
dictator.  I  sat  there  thinking:  His  employ- 
ees have  had  a  long,  hard  life!  It  affects 
everything,  how  they  decide  things,  how 
they  communicate  or  don't  communicate. 

Photography  by  William   Mercer  McLeod 
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They  didn't  like  it  that  I'd  go  talk  three  layers  below  them, 

and  then  come  back  and  tell  him,  "Hey,  man, 
your  area  is  kind  of  hosed  ovQr  here!" 


One  of  the  things  that  is  really  important 
at  Cadence  is  communication — open  com- 
munication. Say  it  like  it  is,  open  things  up, 
let  people  talk  about  things.  If  you  acquire 
a  culture  that  is  different,  that  hoards  infor- 
mation or  only  tells  higher-ups  what  they 
want  to  know,  it  is  really  bad.  It  causes  fric- 
tion. It  gets  very  emotional,  too. 
It's  a  hot  button. 

ASAP:  You  don't  like  authori- 
tarian management. 

JC:  I  hate  it!  You  can't  operate  that 
way  today — sending  stuff  up  a 
chain  of  command,  and  down  a 
chain  of  command,  and  back  up 
a  chain  of  command.  We  don't 
work  that  way.  Here,  anybody 
gets  to  talk  to  anybody  they 
want  to — about  anything.  We 
encourage  that. 

ASAP:  How  many  emails  do  you 
get  a  day  because  of  that  open 
policy? 

JC:  Depends — 100  sometimes 
on  a  bad  day. 

ASAP:  What  happens  if  acquired 
managers  are  used  to  a  hierar- 
chical system? 

JC:  They're  screwed  here.  Hir- 
ing is  the  merger  of  one  person, 
right?  Even  one  person  with  the 
wrong  cultural  bias  is  a  killer. 
I've  really  hacked  some  people 
off  that  I've  hired  because  they 
didn't  get  it.  Some  of  these 
things  are  hard  to  catch  in  the 
interview  process.  They  didn't 
like  it  that  I'd  go  talk  three  lay- 
ers below  them,  and  then  come 
back  and  tell  him,  "Hey,  man,  your  area  is 
kind  of  hosed  over  here.  I  was  talking  to 
your  people,  and  it  looks  like  you  have  a 
problem."  Their  reaction  is,  well,  I'm  going 
to  sit  on  my  people.  They  should  shut  up 
and  not  be  talking  about  our  problems. 

ASAP:  I'll  bet  you  love  that. 

JC:  All  it  does  is  create  internal  friction.  No 
motion  and  no  lights.  Everything  gets 
gummed  up  if  you  don't  have  some  kind 


of  simpatico  between  the  cultures. 

ASAP:  How  do  you  balance  the  share- 
holders' needs  when  you're  doing  a  merger? 

JC:  Again,  strategy.  I  go  back  to  what  cus- 
tomers will  need  three  years  out.  If  it  does- 
n't spark  my  imagination  today,  hey,  it 


doesn't  get  better  tomorrow.  As  for  share- 
holders, we  lowball  expectations.  We  tell 
shareholders  right  up  front  there  will  be 
dilution.  It  may  not  be  an  obvious  good 
deal  right  away.  But  it  will  be  a  good  deal 
over  a  two-  or  three-year  period. 

ASAP:  How  do  you  buy  that  grace  period 
from  institutional  investors? 

JC:  We  jut  t  tell  them  that's  the  way  it  is.  Take 
a  few  lumps.  That  is  our  attitude  toward  it. 


It  helps  to  have  credibility,  a  track  record 
of  successful  mergers. 

ASAP:  Do  you  ever  break  your  own  rules 
about  mergers? 

JC:  Sure,  we've  bent  them. 

ASAP:  Not  strategy,  though. 

JC:  No,  not  on  the  strategy  side. 
But  corporate  culture  is  never 
an  absolute.  There's  not  a  one  or 
a  zero  in  culture.  There's  always 
some  grayness  there,  but  we've 
consciously  bent  some  things 
there,  and  we've  consciously 
bent  on  the  product  overlap 
and  paid  for  it.  [Laughter] 

ASAP:  What  was  the  worst 
merger  you  ever  did? 

JC:  Valid  Logic.  That  was  the 
worst. 

ASAP:  When  was  that? 

JC:  1991.  It  was  clearly  the 
worst,  and  it  was  the  combina- 
tion of  the  product  overlap  and 
the  culture.  The  overlap  was  not 
50%,  but  it  was  probably  20% 
to  30%.  The  cultures  of  the 
companies  were  really,  really 
different.  They  never  really  made 
money.  That's  a  very  interesting 
thing  about  a  company.  For  Len 
LeBlanc,  our  CFO  at  the  time, 
that  was  the  one  thing  that 
bothered  him  the  most.  It  kept 
coming  back  to  him.  They 
never  made  any  money.  He  said 
it's  insidious  in  a  culture.  If  you 
haven't  made  any  money,  you 
have  a  different  attitude  about 
life.  You  don't  make  the  trade-offs  that  are 
important  to  make.  He  was  right. 

ASAP:  A  little  while  later.  Cadence  shares 
tanked. 

JC:  What  happened  was  the  product  over- 
lap. This  is  a  great  example  of  the  dynam- 
ics that  you  get  into.  We  inherited  a  prod- 
uct overlap  and  the  decisions  that  got  made 
around  it  never  really  got  made.  There  were 
warring  camps  that  kept  fighting  behind 
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By  now  QAD's  world-class  ERP  software,  MFC/PRO,  has  racked  up  a  pretty  impressive  resume. 
And  with  the  year  2000  fast  approaching,  it's  nice  to  know  our  solution  will  take  your  enterprise 
well  into  the  next  millennium.  And  thanks  to  our  rapid  implementation  methodology — six  months, 
on  average — you  won't  have  to  wait  years  for  ROI  and  improved  bottom-line  performance.  Which 
may  explain  why  so  many  have  chosen  QAD.  For  peace  of  mind.  Not  to  mention  good  company. 
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the  scenes,  and  problems  continued  to  brew 
underneath.  The  rebel  group  didn't  show 
up  for  meetings  for  six  months.  Honestly, 
there  was  even  a  product  that  was  killed 
during  this  whole  thing  that  survived  years 
and  years  and  years.  We  kept  finding  it — 
an  artifact  of  this  thing.  It  was  unbeliev- 
able. Where  did  that  come  from?  No, 
that's  gone.  It  can't  be.  There  it  is  again! 
That  was  a  nightmare  in  all  its  different 
ramifications. 

ASAP:  Myriad  details  have  to  be 
worked  through — voice  mail, 
email,  consolidation  of  legal  enti- 
ties, benefits,  compensation,  how 
people  get  their  paychecks,  etc. 
How  do  you  manage  it  all? 

JC:  You  manage  it  like  a  major 
project.  As  for  the  details,  none  is 
important  by  itself  But  they  all 
turn  into  symbols.  Working 
through  them  isn't  really  impor- 
tant for  the  exact  dollar  value  but 
for  the  symbol. 

ASAP:  Give  us  an  example. 

JC:  Some  huge  issues  that  come 
up  are  offices  vs.  cubicles  for  en- 
gineers. Or  the  price  of  Coke.  No 
shit.  These  are  the  biggest  issues 
of  every  one  we've  ever  done. 
Does  it  really  make  a  difference 
that  someone  has  41%  vs.  47% 
cubicle  space?  No.  But  that's  how 
people  identify  their  company.  So 
you've  got  to  work  through  them. 

ASAP:  Have  you  ever  acquired  a  company 
that  was  more  lavish  on  perks  than  you 
were?  It's  one  thing  to  give.  It's  another 
thing  to  taketh  away. 

JC:  The  real  problem  is  everybody  comes 
at  the  light  a  little  differently.  If  you 
merge  all  perks — all  the  best — you  can't 
afford  it. 

ASAP:  Free  Cokes  and  six-week  vacations. 

JC:  Right.  You've  hit  it  on  the  head  of  this 
list  of  incredibly  detailed  stuff.  Everything 
must  balance.  You  just  can't  be  there  on  the 
dole  and  giving  everybody  the  perks  and 
make  nice  on  every  issue.  You've  got  to  be 
realistic  about  it  and  balance  it.  So  watch 
out  for  the  hidden  symbols.  You  are  going 
to  step  on  some  hidden-symbol  land  mines 
somewhere  along  the  line. 

ASAP:  How  do  you  avoid  the  land  mines? 

JC:  You  need  a  great  logistical  guy  managing, 
getting  through  this  stuff  in  a  timely  fashion. 


ASAP:  Who  is  that  in  your  company?  Is  it 
the  COO? 

JC:  In  our  company,  it's  the  CFO  or  VP  of 
HR.  The  logistical  piece.  He  assigns  a  pro- 
gram manager,  a  guy  who  is  going  to  make 
it  all  happen.  He's  going  to  watch  the  dates 
and  make  sure  that  we  don't  have  down- 
time on  the  voice  mail  and  all  those  kinds 
of  things. 

ASAP:  What's  your  involvement  at  this  point? 


JC:  To  keep  talking!  I've  learned  that  you 
cannot  overcommunicate  during  these 
things.  It's  impossible.  After  every  merger 
we  do  an  employee  poll,  asking  what  went 
right  and  what  went  wrong.  The  biggest 
negative  is  communication.  I  don't  think 
you  can  do  enough. 

ASAP:  Still,  you  have  only  so  many  hours 
in  a  day. 

JC:  That's  why  it  all  comes  back  to  strate- 
gic vision.  If  you  don't  have  one,  you're 
hosed.  You  can  communicate  till  you're  blue 
in  the  face  and  nobody  gets  it.  But  if  it's  the 
right  strategic  vision,  then  you  spend  your 
time  getting  people  to  see  that.  I'd  hate  right 
now  to  be  a  3Com/U.S.  Robotics  guy.  Now 
tell  me  again,  sir,  why  is  it  that  we  are  going 
through  this  hell?  [Laughs]  You  see,  after 
the  merger  has  been  inked,  the  euphoria 
doesn't  last  very  long  because  the  next 
question  is,  What  about  me?  You  can  start 
to  see  why  it's  a  huge  job.  It's  like  recruit- 
ing all  those  people. 


ASAP:  What  about  your  message  to  the 
outside  world?  Suddenly  you  have  two 
sales  forces  telling  customers  two  different 
things. 

JC:  Who  are  the  biggest  critics  on  Earth? 
Salesmen.  They'll  give  you  the  thumbs-up 
or  thumbs-down  just  like  that.  If  that  first 
sound  bite  about  that  merger  isn't  a  good 
one,  you  are  really  screwed. 

ASAP:  Plus,  salespeople  run  on  emotion. 
They've  got  to  get  jazzed  up. 

JC:  You've  got  it.  There's  another 
reason  why  the  strategic  thing  is 
so  important.  If  you  have  to 
spend  about  an  hour  with  the 
customer  and  he  still  walks  away 
going  "Huh?",  you're  in  trouble. 
Now  you  see  the  product  overlap 
problem. 

ASAP:  Made  worse  by  your  own 
sales  force  competing  against 
itself. 

JC:  That's  a  nightmare  when  they 
start  selling  against  each  other. 
You  try  to  stop  that  and  it  does- 
n't work.  The  guy  still  believes  the 
other  product  he  sold  to  all  his 
customers  is  the  best  product. 

ASAP:  Sales  cultures  can  be  a 
real  mismatch.  Small  companies 
pride  themselves  on  killer  sales- 
people who  may  not  have  one 
marketing  bone  in  their  body. 
They  just  go  for  the  jugular.  Then 
you  merge  that  with  a  culture  where  the 
salespeople  are  more  of  the  long-term  nur- 
turing types... 

JC:  Let  me  disagree.  Cadence  actually  got 
into  trouble  by  having  a  too  homogeneous 
sales  force.  We  found  there  is  a  place  for 
different  sales  types:  the  global  account,  the 
longer  term,  the  account  management,  and 
the  short-term  killers.  You  still  need  those 
killer  closers.  You  need  all  kinds.  There's 
the  early-on  missionary  selling.  There  are 
guys  who  are  great  at  that,  going  in  with  a 
fairly  crude  idea  and  selling  that,  priming 
the  pump,  getting  things  going.  There's  a 
second  kind  of  killer  salesman,  which  is  the 
proliferation  guy.  The  proliferation  guy  can 
turn  it  from  a  $100,000  order  into  a  $10 
million,  two-year  deal.  That's  a  different 
kind  of  killer  guy.  You  start  to  see  it's  a 
more  complicated  thing,  and  you  need  all 
these  guys.  At  one  point  we  were  trying 
to  create  one  type  of  salesman.  Wrong  idea. 
You'll  never  turn  a  natural  born  killer  sales 
guy  into  a  happy  farmer.  Forget  it.  ■ 
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you  to  a  world  of  system 
solutions  more  advanced  than  you  nnight  have 
innagined.  Everything  from  digital  systenns 
that  connect  document  processing  to  your 
network,  to  America's  number  one  copier 
company  1 5  years  running.* 

And  while  others  may  try  to  impress  you  with 
their  name,  we  use  technological  leadership  to 
make  our  point. Take  the  NP  6085,  for  instance, 
A  high-volume  copier  that  introduces  both  central 
reproduction  and  departmental  users  to  a  new 
level  of  productivity  And  the  GP200F;  the  most 
advanced  digital  solution  yet  for  copying, 
printing,  faxing  and  scanning  directly  on  your 
network.  Advanced  systems  the  competition 
would  prefer  you  not  know  about. 

So  if  you're  looking  for  the  right  solution 
for  your  office,  look  a  little  further  And  a 
little  higher  For  more  information,  call 
l-800-OK-CANON  anytime,  or  visit  us  on  the 
Web  at  http://www.usa.canon.com. 
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Once  an  abundant  resource,  the  speed  of  light  is  now  a  scarcity- 
Today  the  lightspeed  limit  is  the  key  to  immense  new  markets. 


In  the  early  years  of  the  20th  century,  the  world  of 
science  confronted  for  the  first  time  the  full  implications  of 
the  velocity  of  light  as  an  unbreakable  absolute.  As  Einstein 
saw  it,  the  choice  was  stark.  Physics  either  had  to  relinquish 
absolute  light  or  abandon  absolute  time  and  space. 

Since  exquisitely  precise 
tests  had  repeatedly  confirmed 
the  absolute  speed  of  light  in 
all  directions,  regardless  of 
rapid  motions  of  the  source  or  of  the  observer,  Einstein  boldly 
relativized  space  and  time.  The  orderly  Cartesian  grid  of  clas- 
sical theory  collapsed  and  gave  way  to  the  baffling  elastic  mazes 
of  general  relativity.  Measuring  rods  shrank  and  remote  atomic 
timepieces  slowed  their  vibrations  from  ultraviolet  into  red  as 
the  cosmos  expanded  from  a  big  bang,  black  holes  convulsed 
into  infinite  densities  at  the  end  of  time,  nuclear  weapons 
exploded  on  cue,  and  undulating  space-time  geodesies 
emerged — least-path  straight  lines  swooning  curvaceously  in 
a  succulent  four-dimensional  continuum.  Think  of  a  cosmic 
Madonna  visible  through  a  prism  at  which  mass  becomes  infi- 
nite, lengths  shrink  to  zero,  and  clocks  stand  still.  That's  the 
kind  of  thing  we  can  expect  today  as  information  technol- 
ogy collides  with  the  speed-of-light  barrier. 

Don't  laugh.  Physics  is  at  the  heart  of  this  technology. 


By  George  Gilder 


Physics  is  at  the  heart  of  the  current  rush  to  the  conglomeration 
of  leading  semiconductor  companies,  from  Intel  and  Chips  and 
Technologies  to  National  Semiconductor  and  Cyrix.  Physics  is 
at  the  historic  center  of  the  entire  microelectronics  epoch. 
As  Einstein's  relativity  revolution  exploded  early  this 

century,  quantum  theory  un- 
veiled at  the  same  time  the 
inner  structure  of  matter  and 
upended  Newtonian  assump- 
tions of  atomic  solidity  and  determinism.  Far  from  an  unbreak- 
able massy  solid,  the  atom  turned  out  to  be  as  vacant  in  pro- 
portion to  the  size  of  its  nucleus  as  the  solar  system  is  empty 
in  proportion  to  the  size  of  the  sun.  For  an  earthbound  anal- 
ogy, think  perhaps  of  the  mind  of  Al  Gore.  Electrons  tran- 
spired as  baffling  as  hybrid  waves  and  particles  that  could  not 
be  fixed  in  time  and  space.  Think  of  the  views  of  Ross  Perot. 
Photons  emerged  as  paradoxically  massless  corpuscles  of  light 
stuck  at  a  velocity  of  186,000  miles  a  second.  Think  of  the  orig- 
inal true-to-life  version  of  Speed.  Common  sense  departed 
physics,  giving  way  to  cosmic  jokes. 

But  by  opening  the  interior  of  matter  to  manipulation, 
quantum  theory  ultimately  allowed  the  creation  of  common 
computers  on  grains  of  sand  and  fiber-optic  lines  of  glass  las- 
ing  photons  around  the  globe. 


But  Would  He  Short  Intel?  Just  as  Einstein's  absolute  speed  of  light  overthrew  the  paradigms  of  physical  time  and  space,  so  the 
lightspeed  barrier  today  subverts  the  paradigms  of  time  and  space  in  semiconductor  chips,  computer  systems,  and  the  Internet. 
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Now  these  miraculous  quantum  worlds 
of  computers  and  communications  are  meet- 
ing a  challenge  from  the  lightspeed  limit  that  is  analogous  to 
the  upheaval  of  Einstein's  physics.  In  much  the  way  that 
absolute  light  overthrew  the  paradigms  of  physical  time  and 
space,  so  the  light  barrier  today  subverts  the  paradigms  of  time 
and  space  in  information  technology.  In  a  siege  of  new 
alliances,  buyouts,  and  mergers,  the  industry  is  already  trans- 
forming itself  in  relation  to  the  luminal  boundaries  closing 
in  upon  it. 

Once  an  abundant  resource  that  enabled  the  miraculous 
pace  of  electronic  processing  and  communications,  the  speed 
of  light  is  now  a  crucial  scarcity.  It  constrains  the  future  shapes 
and  solutions  of  computers  and 
networks  and  puts  today's  arch- 
itectures in  real  jeopardy.  From 
the  lithographic  gear  that  inscribes 
the  circuitry  on  microchips  to  the 
"buses"  that  link  microprocessors 
and  memories  at  the  heart  of  your 
PC,  from  the  geosynchronous 
satellites  that  circle  the  globe  and 
transmit  digital  television  images 
and  data,  to  the  fiber-optic  net- 
works that  connect  distant  cities 
on  Internet  backbones,  the  light- 
speed  limit  has  created  a  crisis  for 
information  systems. 

Any  crisis  so  fundamental  opens 
large  opportunities  for  engineers, 
entrepreneurs,  and  investors.  Today 
the  lightspeed  limit  is  the  key  to 
immense  new  markets  in  new 
microprocessor  and  memory  arch- 
itectures, in  digital  cameras  and 
scanners,  in  wireless  commun- 
ications, in  low  earth-orbit  satellite  systems,  in  network 
designs,  and  in  semiconductor  capital  equipment. 


Lightspeed  Switch  Memory  chipmakers  could  soon  be 
dictating  terms  to  their  richer  microprocessor  brethren. 


WHY  YOUR  FAST  MICROPROCESSOR  RUNS  SLOW 

The  most  obvious  and  immediate  manifestation  of  the  crisis 
comes  in  the  relationship  between  microprocessor  speeds  and 
memory-access  times.  For  the  past  20  years,  microprocessor 
clock  rates  have  advanced  at  an  estimated  pace  of  between  48% 
and  60%  per  year.  As  photolithography  equipment  uses  ever- 
shorter  wavelengths  of  light  to  inscribe  ever-smaller  features 
on  chips,  both  the  speed  and  density  of  processors  increase. 
Memory  densities  also  rise  at  the  same  rate.  But  memory-access 
times  have  been  improving  at  a  pace  of  only  7%  per  year,  with 
some  signs  of  a  further  flattening  of  the  rate  of  advance.  The 
result  is  that  new  microprocessors,  such  as  300-megahertz 
Pentiums  or  600-megahertz  Digital  Alphas,  spend  as  much 
as  90%  of  their  time  in  wait  states,  marking  time  during  mem- 
ory access. 

The  new  Alpha,  being  developed  for  release  in  1998,  will 
run  at  a  gigahertz,  a  billion  cycles  a  second.  That  means  a  cycle 


every  nanosecond,  and  each  cycle  may  process  as  many  as  three 
instructions.  Yet  existing  memory  chips  take  between  6  and  60 
nanoseconds  to  deliver  data  to  a  register  on  a  processor. 

Although  the  industry  is  full  of  announcements  proclaim- 
ing improved  memory  technology,  one  can  increase  memory 
capacity  or  memory  bandwidth  by  throwing  money  at  the 
problem,  building  new  $2  billion  factories  or  multiplying 
the  number  of  DRAM  chips,  and  thus  the  number  of  pins  on  the 
motherboard,  and  expanding  the  number  of  lines  or  traces  in 
the  bus.  But  memory  latency  (access  time)  is  determined  by 
the  speed  of  light,  and  you  can't  bribe  God.  The  lightspeed 
limit  essentially  rules  that  electronic  signals  move  nine  inches 
a  nanosecond.  As  chips  become  denser,  with  smaller  feature 

sizes  and  larger  silicon  areas, 
interconnect  lines  both  on-  and 
off-chip  become  longer  and  nar- 
rower, with  hundreds  of  meters  of 
infinitesimal  wire  on  a  single  chip. 
With  longer  and  narrower  wires, 
resistance  and  capacitance  slow 
the  velocity  of  the  signals  even 
further,  to  some  4  inches  a  nano- 
second, less  than  half  of  light- 
speed  in  a  vacuum.  Today,  as  much 
as  80%  of  the  delay  in  computer 
systems  comes  from  interconnec- 
tions, on-  and  off-chip.  The  gates 
to  system  speed  are  less  and  less 
at  Intel,  and  more  and  more  at 
connector  companies  such  as 
Molex  and  AMP. 

The  usual  answer  to  this  prob- 
lem is  a  complex  hierarchy  of  on- 
chip  and  off-chip  caches,  which 
exploit  propinquity — the  likeli- 
hood that  neighboring  addresses 
will  be  accessed  together.  Often  offering  three  tiers  of  caches, 
these  systems  couple  expensive,  fast  memories,  chiefly  static 
RAMs,  direcdy  to  the  processor  and  relegate  cheaper  but  slower 
DRAMs  to  the  back  of  the  bus.  Memory-access  logic  trans- 
fers the  most  likely  bits  into  the  fastest  memories;  ultimately 
the  memory  registers  on  the  processor  itself.  But  for  an  increas- 
ing number  of  applications,  including  chip  design  tools  such 
as  CAE  (computer-aided  engineering),  the  propinquity  law 
doesn't  work.  The  caches  miss  the  crucial  bits,  and  every  cache 
miss  means  hundreds  of  instructions  are  delayed. 

Every  computer  today  is  99%  memory  cells.  The  processor 
logic  itself  occupies  less  than  1%  of  silicon  area.  Silicon  area 
is  the  best  index  of  the  cost  of  a  device.  Intel  today  gains  some 
75%  of  the  profits  in  the  semiconductor  industry  while  incur- 
ring only  a  tiny  proportion  of  the  silicon  cost.  Earlier  this  year 
Intel  began  dictating  to  the  memory  chipmakers  how  they 
should  accelerate  their  devices,  mandating  use  of  the  Rambus 
technology  for  enhancing  memory  bandwidth.  Most  of  the 
industry  is  grudgingly  following  the  Intel  signal.  But  the  light- 
speed  limit  suggests  that  this  relationship  will  be  reversed. 
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^^^g       Sir  Isaac  Newton 
^^^   took  known  facts, 
^^^V   formed  a  theory  to 
explain  them,  deduced 
consequences,  compared 
results  with  other  data,  and 
created  a  means  for  explanation 
and  prediction. 

Nearly  rendered 
unconscious  by  a  large,  falling 
apple,  Newton  awakened  to 
the  realization  that  he  had 
just  discovered  gravity.  This 
seemingly  insignificant  event 
led  him  to  provide  humankind 
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^%j|  J  In  the  future  the  dictating  will  go  in  the 

\3 1 1  CI  W I     other  direction,  coming  increasingly  from 
DRAM  makers  rather  than  microprocessor  manufacturers. 

The  lightspeed  limit  requires  getting  the  processor  closer 
to  the  memory  cells.  That  means  real  propinquity  rather  than 
virtual  propinquity  through  off-chip  caches.  That  means  the 
creation  of  entire  systems  on  a  chip,  overcoming  the  gap 
between  processor  speed  and  memory  speed  by  putting  the 
processor  on  the  memory.  Since  systems  are  mostly  made  of 
memories  and  wires,  it  follows  that  many  new  hybrids  will 
be  built  by  companies  that  can  make  memories.  That  used  to 
mean  Japan  and  Korea,  and  still  does  to  a  great  extent.  Mit- 
subishi and  Samsung  have  both  been  leaders  in  integrated 
processors  with  as  many  as  16  megabits  of  on-chip  DRAM  cells. 
Toshiba,  NEC,  and  Fujitsu  are 
not  far  behind.  Texas  Instru- 
ments, one  of  Gilder  Technol- 
ogy Report's  original  paradigm 
companies,  is  well  situated  to 
produce  a  variety  of  chips  con- 
taining logic,  digital  signal 
processors,  and  other  devices. 

In  a  shocking  upset,  how- 
ever, Micron  Technology  of 
Boise,  Idaho,  just  became  the 
world's  leading  DRAM  pro- 
ducer, with  twice  the  market 
share  of  second-place  Samsimg. 
Although  critics  point  out  that 
Micron's  lead  comes  from  16-megabit  devices,  rather  than  the 
current  state-of-the-art  64-meg  chips,  Dell  Computer 
announced  that  it  has  tested  Micron's  256-meg  samples  and 
plans  to  use  them  in  future  products.  Because  Micron's  DRAMs 
use  fewer  process  steps  and  layers  than  the  competition's,  the 
company  has  been  able  to  maintain  gross  margins  as  high 
as  49%  during  a  period  when  Asian  companies  have  been 
cutting  back  and  Motorola  announced  that  it  is  leaving 
the  DRAM  business  entirely.  The  Micron  breakthrough  in 
a  market  long  believed  to  be  hopelessly  lost  to  American 
companies  is  one  of  the  great  stories  in  the  history  of 
entrepreneurship.  (You  can  read  Micron's  story  in  my  book, 
Recapturing  the  Spirit  of  Enterprise,  published  by  ICS  Press, 
San  Francisco.) 

All  DRAM  companies  and  some  static  RAM  companies, 
such  as  Cypress  Semiconductor,  with  good  design  teams  and 
an  understanding  of  computer  logic,  can  now  begin  to  escape 
the  thrall  of  Intel.  They  can  move  into  the  lead  by  producing 
processor-memory  combinations  for  everything  from  digital 
cameras  and  network  computers  to  digital  phone  PCs  and  set- 
top  boxes. 

Competing  in  the  central  electronics  rivalry,  scores  of  com- 
panies are  responding  to  the  lightspeed  limit  by  rushing  to  put 
systems  on  a  chip.  Brian  Halla  has  sponsored  two  models  of 
the  one-chip  system,  one  at  LSI  Logic  under  Wilf  Corrigan  and 
one  at  National  Semiconductor,  where  Halla  is  now  CKO.  Today 
LSI,  with  its  role  in  the  Sony  Playstation,  DirecTV,  ond  other 


For  the  next  decade, 
the  largest  markets  in 
electronics  will  come 


wireless  phones  and 
pocket  computers. 


popular  consumer  products,  seems  to  have  the  edge.  LSI  also 
will  benefit  from  its  recent  alliance  with  Micron  to  embed 
DRAM  cells  in  one-chip  systems.  Micron  and  LSI  jointly 
announced  an  unprecedented  target  product,  combining  128 
megabits  of  memory  and  8.1  million  logic  gates.  (A  key  rule 
of  semiconductor  investing  over  the  last  20  years  is:  Don't 
bet  against  Micron.) 

Showing  design  prowess  and  the  power  of  its  CoreWare 
system  for  integrating  diverse  functions  on  a  single  device,  LSI 
recendy  introduced  a  $35  chip,  DCAM-101,  with  a  million  tran- 
sistors and  a  dozen  subsystems  that  perform  all  the  process- 
ing functions  for  a  digital  camera.  With  resolution  of  up  to  4 
million  pixels,  the  LSI  device  produces  pictures  that  are  some 
five  times  more  dense  than  images  from  existing  digital  cam- 
eras on  the  market.  Yet  the  LSI 
images  are  made  at  a  rate  of 
1 1  snapshots  per  second,  some 
40  times  faster  than  the  com- 
petition. Suitable  not  only  for 
Web  page  display  and  email 
dispatches  but  also  for  print- 
outs comparable  to  an  analog 
camera's  slides,  this  device 
could  ignite  a  huge  new  semi- 
conductor market. 

Under  the  terms  of  its  July 
30, 1997,  license  agreement  with 
Qualcomm,  LSI  can  develop, 
manufacture,  and  sell  code 
division  multiple  access  (CDMA)  application-specific  integrated 
circuits  (ASICs)  to  Qualcomm's  subscriber  equipment  licensees 
for  digital  ceDular  personal  commimications  services,  and  wire- 
less local  loop  applications  around  the  world.  LSI  will  profit 
from  combining  its  CoreWare  system  on  a  chip  technology 
with  Qualcomm's  leading  CDMA  wireless  communications 
technology. 

The  ultimate  systems  on  a  chip  must  contain  analog  devices, 
transducers  that  interface  with  the  real  world — with  network 
physical  layers,  voice  inputs,  Ught  reflections,  and  wireless  wave- 
forms. Historically  the  world's  analog  leader,  National  Semi- 
conductor, has  gained  new  state-of-the-art  analog-to-digital 
converters  from  its  Comlinear  subsidiary,  acquired  in  1995, 
and  is  now  the  owner  of  leading-edge  microprocessors  through 
its  purchase  of  Cyrix.  Brian  Halla  is  reconstructing  the  entire 
company  around  the  concept  of  the  system  on  a  chip  that  also 
connects  off  the  chip  to  the  real  world. 

NEW  CHIPS  FEED  WORLD'S  WIRELESS  BOOM 

The  demand  for  these  devices  is  obvious.  For  the  next 
decade,  the  largest  markets  in  electronics  will  come  from  pro- 
ducers of  the  digital  wireless  communications  devices  that  are 
rapidly  becoming  the  most  common  personal  computers.  Some 
50  countries  around  the  globe  are  approaching  a  level  of  eco- 
nomic development  that  history  shows  will  excite  demand  for 
billions  of  new  telephones.  Some  55%  of  the  world's  popula- 
tion has  never  made  a  phone  call.  There  is  no  chance  that  this 
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Meet  Keith  E.  Benjamin,  Robertson  Stephen's  leading  research  expert  in  digital  media.  For  over  14 
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to  position  and  market  your  growing  company.  So  when  it  comes  time  to 
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huge  market  will  be  served  by  wireline  com- 
panies deploying  rows  of  wooden  poles 
across  steppes  and  jungles  and  running  backhoes  through  cities 
to  entrench  copper  wires.  While  fiber  optics  will  provide  most 
of  the  long-distance  links  and  is  moving  closer  to  homes  in 
developed  countries,  the  future  of  the  local  loop  in  global  tele- 
phony is  necessarily  wireless. 

The  dominant  wireless  handsets  will  be  based  on  complex 
systems  on  a  chip  that  bring  together  such  functions  as  voice 
compression,  modulation  and  demodulation,  error  correction, 
convolutional  coders  and  Viterbi 
decoders,  signal  reception  and 
transmission,  frequency  syn- 
thesis, and  protocol  processing. 
It  will  be  full  of  National  Semi- 
conductor one-chip  systems, 
integrating  radio  receiver  trans- 
mitters, phase-lock  loops  that 
synchronize  frequencies,  com- 
parators, operational-feedback 
amplifiers,  audio  amplifiers, 
battery-management  control- 
lers, low-drop  voltage  regula- 
tors for  low  power,  and  analog- 
to-digital  and  digital-to-analog 
converters  galore. 

These  systems  on  a  chip  can 
come  only  from  companies 
with  full  analog  competence  as 
well  as  digital  capabilities.  Few 
will  qualify.  High  among  the 
leaders,  along  with  Analog 
Devices  and  Texas  Instruments, 
will  be  National  Semiconduc- 
tor. Secreted  among  National's 
assets  is  a  proprietary  light- 
speed  technology  that  may 
bring  the  company  into  direct 
or  indirect  competition  with 
LSI  Logic  in  digital  cameras.  Last  year,  National  purchased  the 
rights  to  the  CMOS  photoreceptor  invented  by  the  legendary 
Carver  Mead  of  Caltech  and  Synaptics.  Under  CEO  Federico 
Faggin,  who  built  the  first  microprocessors  at  Intel,  Synap- 
tics has  used  Mead's  concepts  to  dominate  the  market  in  note- 
book computer  touchpads  and  achieve  a  revenue  run-rate  near 
$100  million. 

CMOS  means  complementary  metaloxide  semiconductor, 
and  it  is  the  basic  system  employed  by  all  semiconductor  com- 
panies, from  Intel  to  NEC,  for  digital  logic  devices  such  as 
microprocessors  and  memories.  The  usual  problem  of  CMOS 
is  called  the  bipolar  lalchup  transistor,  a  parasitical  device  that 
can  crop  up  between  the  complementary  positive  and  nega- 
tive transistors  spread  across  a  CMOS  chip.  Mead  saw  that  this 
unwanted  effect  could  be  converted  into  an  on-chip  photo- 
transistor  that  could  compete  with  the  now-regnant  charge- 
coupled  devices  (CCDs)  used  in  existing  digital  cameras. 


New  Frontier  Financed  five  years  ago  by  Bill  Gates  and  Craig 
McCaw,  Teledesic's  288  satellites  will  use  Star  Wars  technology. 


scanners,  and  other  light-actuated  appliances.  Invented  by  out- 
going Apple  president  Gil  Amelio  early  in  his  career,  charge- 
coupled  devices  are.inferior  to  the  Mead  concept  because  they 
require  a  specialized  silicon  waferfab  manufacturing  process. 
Built  in  an  ordinary  CMOS  fab,  the  Mead  devices  not  only 
exploit  the  bipolar  parasitic  but  also  use  CMOS  transistors 
operating  below  threshhold  at  power  under  .7  volts  for  further 
analog  processing  of  the  images.  Incorporating  digital  func- 
tions as  well,  the  Mead  chip  could  make  possible  a  true  one-chip 
digital  camera,  transcending  the  lightspeed  limit  by  putting  all 

the  functions  of  the  machine 
on  a  single  silicon  sliver  where 
they  never  have  to  slow  down 
for  off-chip  pins  and  wires. 

HEAVENLY  PROMISE 

A  SECOND  COLLISION  of  estab- 
lished technology  with  the  lim- 
its of  light  promises  to  decorate 
the  earth's  outer  sphere  with 
thousands  of  new  satellites. 
Using  geosynchronous  satel- 
lites, 23,000  miles  above  the 
earth,  users  of  telephones  incur 
the  lightspeed  limit  as  the  cause 
of  an  irritating  half-second 
delay  in  international  calls.  If 
half  a  second  is  offensive  for 
voice  communications,  which 
proceed  at  a  leisurely  pace  of 
some  64  kilobits  per  second,  it 
is  an  eternity  for  data.  Such 
Internet  protocols  as  TCP/IP, 
which  rely  on  acknowledge- 
ments, and  data  streams  that 
require  error  correction,  can 
suffer  grave  deterioration.  As 
a  result,  GlobalStar,  Iridium, 
and  Teledesic  are  launching  low 
earth-orbit  satellites  (LEOs)  that  are  60  times  closer  to  the  earth 
and  perform  with  no  more  delay  than  fiber  optics. 

With  booming  worldwide  demand  for  communications  ser- 
vices now  focused  on  the  global  Internet,  LEOs  can  become 
worldwide  carriers  of  last  resort.  Fiber  optics  and  microwave 
are  not  competitors  to  the  LEOs;  they  are  complements.  As 
fiber  networks  span  the  globe,  reaching  hundreds  of  cities  with 
broadband  services,  and  as  microwave  links  proliferate,  the 
market  for  local-access  facilities  will  boom.  Many  areas  lack 
basic  infrastructure  in  the  last  mile.  Others  lack  Internet  con- 
nections, even  in  developed  countries.  With  Internet  traffic 
growing  200-fold  over  the  last  two  and  a  half  years,  stress 
will  mount  on  all  the  world's  aging  telecom  infrastructure  still 
optimized  for  voice.  Covering  the  entire  global  population  at 
once,  low  earth-orbit  devices  can  command  a  potential  mar- 
ket limited  chiefly  by  the  ability  of  engineers  to  finance,  build, 
launch,  and  maintain  these  complex  systems. 
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At  DIGEX,  Matt  Grace  understands  as 
well  as  you  do  that  If  your  Web  site 
goes  down,  your  business  could  go 
with  it.  He  also  knows  that  a  successful 
Web  site  presents  its  own  challenges. 
When  Forbes"  launched  its  immensely 
popular  site  (www.forbes.com),  their 
one  dedicated  server  quickly  needed 
reinforcements  to  handle  all  of  the 


traffic.  So  Matt  worked  through  the 
weekend  to  keep  the  site  running  while 
he  added  two  more  servers.  And  Matt 
would  do  the  same  thing  for  any  of  our 
customers— even  if  it  means  waiting 
one  more  day  to  give  up  coffee  (fig.  1). 

DIGEX  takes  the  Internet  personally. 
Our  sole  mission  is  to  deliver  the  best 


business  Internet  service  in  the  industry. 
That's  why  we  offer  99.99%  network 
reliability,  100%  dedicated  servers,  and 
deliver  95%  customer  satisfaction. 

So  when  your  business  depends  on 
the  Internet,  you  can  depend  on 
Matt.  And  DIGEX.  Call  us  today  at 
1-800-97-DIGEX,  or  visit  www.digex.net. 


1-800-97-DIGEX 


)  1997,  DIGEX.  Incorporated,  a  subsidiary  of  Intermedia  Communications.  Incorporated. 


^  ■  I  ^  ^%  ««  ^°^^  famous  is  Teledesic,  the  venture  ini- 
\Ji  1 1 U CI  tiated  five  years  ago  by  Craig  McCaw  and 
Bill  Gates.  It  ultimately  will  field  some  288  satellites  intercon- 
nected in  the  sky  with  a  space-based  packet  network  work- 
ing at  60  gigahertz.  The  satellites  will  link  to  the  ground  at 
17  and  30  gigahertz  with  phased-array  digital  antennas  based 
on  millions  of  gallium  arsenide  circuits.  At  an  estimated  cost 
of  some  $9  billion,  Teledesic  is  an  awesome  microwave  tech- 
nology based  on  the  Star  Wars  concepts  of  the  Brilliant  Peb- 
bles program. 

Ahhough  Teledesic  has  been  derided  as  the  pipe  dream  of 
two  billionaires,  it  recently  attracted  a  potential  $100  million 
investment  from  Boeing  for  a  10%  share  and  an  imitative  proj- 
ect from  Motorola.  Perhaps  seeking  a  dazzling  way  to  distract 
attention  from  its  tormented 
Iridium  venture.  Motorola 
requested  approval  from  the 
FCC  earlier  this  year  for  a  com- 
bined three-way  LEO  and  GEO 
system  that  would  directly 
compete  with  Teledesic.  Called 
Celestri,  the  $12.9  billion  LEO 
system  would  encompass  the 
previously  announced  Millen- 
nium geosynchronous  satellite 
scheme  and  a  proposed  LEO 
M-Star  system. 

Together  the  triad  (Millen- 
nium, M-Star,  I-Star)  could 
offer  symmetric  point-to-point  connections  at  up  to  155 
megabits  per  second,  bursty  asymmetric  services  up  to  16 
megabits  per  second,  broadcast  multimedia  services,  and  inter- 
active Internet  applications  galore.  Motorola  claims  the  abil- 
ity to  begin  service  by  2002  with  a  capacity  of  80  gigabits 
per  second,  apparently  about  double  the  capacity  of  Teledesic. 
But  the  Motorola  advantage  comes  from  the  huge  downstream 
broadcast  volumes  possible  from  GEOs. 

Combining  63  LEOs  and  4  GEOs,  the  Motorola  system  will 
be  more  complex  and  hierarchical  than  the  peer  network  that 
is  being  deployed  by  Teledesic.  Since  there  is  no  reason  that 
services  offered  by  Teledesic  could  not  be  linked  on  the  ground 
with  GEO  satellite  broadcasts,  the  Motorola  concept  does  not 
seem  to  offer  any  decisive  advantage.  Winners  will  be  the  cus- 
tomers for  global  communications  and  the  company  that  can 
finance  and  launch  the  system  first.  Teledesic  seems  to  have 
the  head  start. 

However,  the  simpler  and  cheaper  48  LEO  CDMA  mobile 
system  from  GlobalStar,  launched  by  Loral  and  Qualcomm, 
may  well  have  the  most  immediate  impact.  It  offers  the 
possibility  of  global  roaming  for  the  increasing  millions 
of  CDMA  customers  around  the  world.  But  GlobalStar 
lacks  the  broadband  capabilities  of  Teledesic  and  the  Motorola 
stunner. 

All  these  LEOs  attest  to  the  imperious  pressures  of  the  light- 
speed  limit  in  an  era  of  gigabit-per-second  communications. 
The  rise  of  the  Internet,  with  its  need  for  real-time  k  edback 


If  half  a  second  is 

offensive  for  voice,  which 

proceeds  at  a  leisurely 

pace  of  some  64  kilobits 

per  second,  it  Is  an 

eternity  for  data. 


congestion  control  and  error  correction,  has  made  even  fiber- 
optic delays  troublesome.  The  speed  of  light  means  that  it  takes 
between  30  and  100  milliseconds  for  a  message  to  cross  the 
continent.  Acceptable  in  voice  communications,  30  millisec- 
onds means  scores  of  megabits  in  a  one-gigabit-per-second 
pipeline.  The  network  backbones  of  Sprint  and  MCI  now  func- 
tion as  fast  as  40  gigabits  per  second.  This  means  more  than 
a  gigabit  in  the  pipe. 

Funded  by  Kleiner  Perkins,  TCI,  Cox,  Comcast,  and  other 
cable  companies,  and  the  beneficiary  of  a  billion-plus  IPO  in 
July,  @Home  is  the  first  serious  effort  to  address  the  speed-of- 
light  problem  for  Internet  access.  @Home  has  woven  together 
hardware  and  software  from  Sun  Microsystems,  Silicon  Graph- 
ics, Cisco  Systems,  Sprint,  Oracle,  OSI,  Tivoli,  Netscape  Com- 
munications, and  Teleport 
Communications  Group  in  an 
elaborate  system  of  servers, 
caches,  mirrors,  and  replicators 
to  bring  favored  Web  pages 
close  to  the  viewer.  The  direct 
connection  to  the  user's  home 
comes  over  cable  in  a  hybrid 
fiber-coax  system  that  is  avail- 
able to  only  some  2  million 
homes  now,  but  that  number 
will  grow,  current  plans  sug- 
gest, to  as  many  as  20  million 
over  the  next  five  years.  It  is  also 
possible  that  the  Terayon  CDMA 
modems,  which  operate  at  speeds  up  to  60  megabits  per  sec- 
ond in  nonupgraded  facilities,  will  become  widely  available. 
At  the  end  of  July,  @Home  announced  an  alliance  with  Pro- 
gressive Networks  to  deliver  streaming  real-time  audio  and  video 
over  the  Internet  to  personal  computers.  So  the  video  gap  bet\veen 
the  capabilities  of  PCs  and  TVs  is  quickly  closing.  As  PCs  are 
now  outselling  TVs  by  some  40%  in  units,  the  triumph  of  the 
PC  and  the  Net  approaches  as  fast  as  @Home  and  its  rivals  can 
deliver  these  new  digital  capabilities  to  the  home. 

Many  analysts  now  predict  a  return  of  more  centralized 
systems  and  even  propose  a  revival  of  the  mainframe  com- 
puter. The  speed-of-light  limit,  however,  creates  a  memory- 
access  bottleneck  that  demands  a  different  design  solution  and 
a  different  future,  a  future  of  one-chip  systems  that  distribute 
increasingly  cheap  intelligence  through  the  world  economy, 
with  no  significant  trend  toward  recentralization. 

The  speed  of  light  dictates  that  one-chip  systems  remain 
limited  in  size  to  reduce  the  length  of  interconnections.  It  resists 
the  centralization  of  networks.  As  with  @Home,  hubs  and 
servers  will  be  dispersed  and  localized  across  the  Internet  mesh. 
The  law  of  the  telecosm  will  not  rescind  the  waves  of  eman- 
cipation in  the  global  economy  fueled  by  the  microcosmic 
spread  of  intelligent  systems.  Instead,  the  lightspeed  limit 
will  enforce  a  new  era  of  liberation  technology.  ■ 

George  Gilder  is  a  contributing  editor  0/ Forbes  ASAP.  He  also  publishes  the  monthly 
Gilder  Technology  Report.  For  a  newsletter  subscription,  call  1-800-888-9896.  For 
more  information  about  GTR,  email:  gtg@gilder.com 
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The  pursuit  of  the  almighty  consumer  has  moved  into  a  largely  uncharted  maze:  Cyberspace.  Fortunately,  there  are  people 
who  have  slashed  their  way  through  and  grabbed-the  big  hunk  of  cheese.  They're  the  ones  you're  going  to  hear  from  when 
you  attend  @d:tech.  Come  to  our  LA  conference  and  expo,  January  12-14,  and  you'll  leam  from  the  very  troilblazers  of 
digital  entertainment,  web  publishing,  web  advertising,  new  media,  new  stmtegies,  e-commerce,  and  digital  distribution. 
Register  at  www.ad-tech.com  or  at  800.535.1812.  Or  you  could  wind  up  with  no  one's  tail  to  chase  but  your  own. 
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Spectrum  Holobyte 
As-AAvmicroprosc.com  87 
Sprint  A\-AVAS'. sprint. com   1 18 


Stanford  University 

Awvw.stanford.edu  90 
Sterling  Commerce 
Avww.stercomm.com  58 
Sterling  Software 
AVA%fW.steriing.com  58 
Studio  Archetype 
wAvw.cmdesigns.com  90 
Sun  Microsystems 
WAVw.sun.com  29,  58.  87,  118 
Sybase  aatavw. sybase.com  90 
Synaptics  Avww.synaptics.com  J/8 

T  Tandem  Computers 
Avww.tandem.com  87,  90 
Technology  Search  International 
AVAVw.tsearch.com  90 
Technology  Venture  Investors  (TVI) 
no  site  87 

Tele- Communications 
WAVw.tci.com  90,  118 
Teledesic  AVAvw.teledesic.com   118 
Teleport  Communications  Group 
wAvw.tcg.com   118 
Tellabs  Operations 
AWAv.tellabs-com  87 
Terayon  AVAvw.terayon.com  118 
Texas  Instruments  wAvw.ti.com  118 
3Com  AVAvw.3com.com  90.  112 
Tibco  Avww.tibco.com  34 
TimeOut  Corporate  World  Massage 
Avww.corpmassage.com  90 
Tivoii  Systems  vAvw.tivoli.com  118 
Toshiba  AVAvw.toshiba.co.jp  118 
Tracor  AVAvw.tracor.com  87 
TVilogy  Development  Group 
www.trilogy.com  87 
Tulane  University  Avww.tulane.edu  81 
21st  Century  Internet  www.21.net  34 

U  University  of  California  at 
Berkeley  wvAv.berkeley.edu  Bl 
University  of  California  at  Los 
Angeles  wAvw.ucla.edu  90 
University  of  Michigan 
www.umich.edu  41 
University  of  Mississippi 
AVWw.olemiss.edu  81 
Inside  Magazine  wa\'w.  upside.com  85 
U.S.  Department  of  Commerce 
AVAAfw.doc.gov  41 

U.S.  Food  and  Drug  Administration 
www.fda.gov  100 
U.S.  Robotics  AVAvw.usr.com   112 

VVeriFone  Avww.verifone.com  87 
Vicor  AVAVw.vicr.com  58 
Vitesse  Semiconductor 

Avu-Av. Vitesse. com  87,  90 

WWaggener  Edstrom 
wAvw.wagged.com   90 
Wall  Street  Journal  wAvw.wsj.com  85 
Walt  Disney  Company 
AVAVw.disney.com  34,  79,  90.  112 
Warner  Bros.  Records 
wwAN'.  wbr.com   100 
Wayfarer  Communications 
WAVw.Avayfarer.com  34 
WKittelsey  Realty  no  site  90 
William  and  Flora  Hewlett 
Foundation  no  site  81 
William  H.  Mercer  Inc. 
Avww.hr2000.com/mercer/main.htm  57 
WindRiver  Systems  AVAvw.wrs.com  58 
Wired  Ventures  a^-as-w. wired. com  90 
World  Wide  Web  Consortium 
AvwAA'. Av3.org  34 

XXilinx  WAs-w. xihnx.com  58 
Xircom  Asrww.xircom.com  87 

Y  Yahoo  wA^-w. yahoo.com  57.  58 
Yale  University  v^-AVAs'.yale.edu  41 
Yankee  Group 
As-WAA'.yan  keegroup.com  34 
You  Bet!  Online  Entertainment 
AVAvw.youbet.com  90 

ZZacks  Investment  Research 
A^-As-w.  zacks.com  41 
ZDTV  wA^-w. zdtA.com  90 
Zcntek  Strategy  no  site  90 
Zona  Research 
AVWw.zonaresearch.com  34 
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To  receive  free  information  from  any  of  ttie 
advertisers,  simply  fill  out  the  attached  card,  check 
the  box(es|  of  each  advertiser  that  interests  you  and 
drop  the  card  in  the  mail.  OR  order  information  toll  free 
by  calling  1-800-463-6°'"^    -• 
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1.  SOURCE,  INC.  Heatiquarterea  m  Dallas,  Texas. 
The  leading  independent  provider  for  current  and 
evolving  business  applications  of  computer  and 
telephony  integration. 

•  DATA  NETWORK  SERVICES  • 


2.  NORTEL  ENTERPRISE  NETWORKS 
TELECOM 


NORTHERN 


♦  DIGITAL  COMMUNICATIONS  • 

3.  OLYMPUS  AMERICA  INC.  The  DIOOO,  the  worlds 
first  digital  voice  recorder  with  a  miniature  card, 
features  the  mobility  of  a  handheld  recorder  and 
the  flexibility  of  digital  sound. 

•  DIGITAL  IMAGING  • 

4.  RICOH  The  Aficio™  series.  Call  800-63-RICOH  or 
visit  vwvw.ricoh-usa.com. 

•  DIGITAL  WIRELESS  COMMUNICATIONS  • 

5.  QUALCOMM  INCORPORATED  A  world  leader  in  the 
design  and  manufacture  of  digital  cellular  and  PCS 
wireless  phones  based  on  their  CDMA  technology. 

•  SATELLITE  COMMUNICATIONS  • 

6.  COMSAT  WORLD  SYSTEMS  Provides  telephony, 
data  Internet  and  video/audio  communications 
service  between  the  U.S.  and  the  world  via  the 
INTELSAT  global  satellite  network 


software 


•  DATABASES  • 

7.  ACXIOM  CORPORATION  Provides  data  warehousing, 
decision  support  services,  and  products  that 
allow  businesses  to  make  informed  marketing, 
merchandising,  and  risk  management  decisions. 

•  CLIENT/SERVER  • 

8.  UWSON  SOFTWARE  A  leading  provider  of 
Web-deployable  Client/Server  business  applica- 
tions, specializing  in  financial,  human  resources, 
procurement  and  supply  chain  management. 

9.  SAP  AMERICA.  INC.  A  market  and  technology 
leader  m  client/server  software,  providing  com- 
prehensive solutions  for  companies  of  all  sizes. 
SAP  products  empower  people  to  respond  quickly 
to  dynamic  market  conditions,  helping  businesses 
maintain  a  competitive  advantage. 

•  EDA  SOFTWARE  • 

10.  CADENCE  DESIGN  SYSTEMS,  INC.  Comprehensive 
services  and  technology  for  the  product  develop- 
ment requirements  of  the  world's  leading  electronic 
companies. 

•  GLOBAL  SUPPLY  CHAIN  MANAGEMENT  • 

11.  QAO  INC.  A  leading  developer  and  global  supplier 
of  integrated  business  software  and  services 
including  manufacturing,  distribution,  customer 
service  and  financial  applications  in  an  open  systems 
environment. 


•  NETWORKING 

12.  NEC  AMERICA,  INC.  CORPORATE  NETWORKS 
GROUP  A  premier  developer  and  manufacturer  of 
powerful  and  versatile  business  communication 
platforms  that  bring  multiple  media  breakthrough 
productivity  to  today's  technology-driven  enterprises. 

•  SYSTEMS  MANAGEMENT  • 

13.  TIVOLJ  A  leading  provider  of  systems  and  network 
management  software  for  companies  around  the 
world. 


hardware 


•  LAPTOPS/PORTABLES  • 

14.  COMPUTER  DISCOUNT  WAREHOUSE  A  leading 
mail-order  reseller  of  name  brand  hardware, 
peripheral  and  software  products,  offering  more 
than  20,000  items,  all  at  discount  prices. 

•  PRINTERS  • 

15.  MINOLTA  PERIPHERAL  PRODUCTS  Minolta  proudly 
introduces  PageWorks,  a  revolutionary  line  of  laser 
printers  for  business.  For  over  ten  years,  Minolta 
has  been  one  of  the  world's  largest  manufacturers 
of  laser  printer  engines.  That  field-proven  reliability 
allows  us  to  offer  laser  printers  of  unparalleled  quality 
and  value.  For  more  information  visit  our  Web  site 
atwww.minoltaprinters.com  or  call  888-2MIN0LTA. 

•  SEMICONDUCTORS  • 

16.  TEXAS  INSTRUMENTS  DSP  SOLUTIONS  One  of 

the  world's  foremost  high-technology  companies 
and  the  world  leader  in  Digital  Signal  Processing 
Solutions  for  more  than  15  years.  Tl  provides 
innovative  solutions  to  more  than  20,000  DSP 
customers  worldwide  in  the  computer,  communi- 
cations, consumer,  automotive,  military  and 
industrial  markets. 


sfSfViriaS 


•  CONSULTANTS  • 

17.  BDM  INTERNATIONAL,  INC.  (Nasdaq:  BDMI) 
Provides  information  technology  systems  and 
solutions,  from  mainframe  migration  to  intranet 
integration,  to  government  and  the  private  sector 
worldwide. 

•  INTEGRATED  TECHNOLOGY  PROVIDER  * 

18.  COMDISCO  Visit  our  web  site  at 
wvvw.comdisco.com. 

•  STOCKBROKERAGE  • 

19.  OLDE  DISCOUNT  STOCKBROKERS  Capitalize  on 
commission  savings  with  professional  investment 
advice  from  OLDE,  America's  full-service  discount 
broker.  Call  800-USA-OLDE.  Member  SIPC. 

#  SYSTEMS  INTEGRATION  * 

20.  CONTROL  DATA  SYSTEMS  A  global  software  and 
services  company  dedicated  to  helping  organiza- 
tions integrate  the  enterprise  systems  needed  to 
create,  transmit,  access  and  control  digital  infor- 
mation. Call  800-RIALT04. 


Other 


♦  BUSINESS  TO  BUSINESS  * 

21.  CONNEXT  Value-added  services  for  the  utility 
industry.  An  independent  utility  services  company. 
The  products  and  services  help  utilities  differen- 
tiate their  base  commodity,  increase  operational 
efficiency  and  generate  non-utility  revenues. 


ECONOMIC  DEVELOPMENT* 

22.  ARIZONA  DEPARTMENT  OF  COMMERCE  For  infor- 
mation on  expanding  or  relocating  your  business, 
contact  the  Arizona  Department  of  Commerce  at 
800-528-8421. 

•  FINANCIAiyiNSURANCE  • 

23.  CHARLES  SCHWAB  &  CO.,  INC.  e.Schwab,  the 
new  state  of  the  art,  computerized  trading  service 
from  Charles  Schwab.  Visit  us  on  the  Web  at 
www.schwab.com  or  call  800-372-4922  ext.  104. 

24.  E*TRADE  SECURITIES,  INC.  Take  charge  of  your 
investments  with  one  of  the  leading  online  broker- 
ages. Get  valuable  news,  price  charts  and  company 
research  free  -  24  hours  a  day.  Plus,  trade  for  as 
little  as  S14.95  per  listed  market  order.  Visit  our 
Web  site  and  get  empowered  with  E*TRADE 
today!  Our  phone  number  is  800-STOCKS-3.  The 
web  address  is  www.etrade.com 

25.  ROBERTSON,  STEPHENS  &  COMPANY  An 

international  investment  banking  and  investment 
management  firm  specializing  in  growth  companies 
within  the  technology,  health  care,  retailing/ 
consumer  products,  and  real  estate  industries. 

26.  ROYAL  INSURANCE  USA  Combines  a  local 
touch  with  a  global  reach  providing  commercial 
property  and  casualty,  personal  lines  and  specialty 
coverages.  A  member  of  the  worldwide  Royal  & 
SunAlliance  Insurance  Group  pic,  Royal  offers 
international  coverage  in  more  than  105  countries. 

#  NEWS  SERVICES  # 

27.  MERCURY  CENTER  (www.mercurycenter.com) 
Silicon  Valley's  online  news  source,  including  the 
full  text  of  the  Pulitzer  Prize-winning  San  Jose 
Mercury  News,  updated  continuously  throughout 
the  day. 

#  TAPE  STORAGE  OR  BACK-UP  ♦ 

28.  EXABYTE  CORPORATION  Exabyte  tape  drives 
and  libraries  range  in  capacity  from  1.3  gigabytes 
to  3.2  terabytes.  Exabyte  product  sales,  support 
and  service  are  available  internationally.  Phone 
800-EXABYTE  or  303-442-4333. 

*  TELECOMMUNICATIONS  # 

29.  TCG  -  TELEPORT  COMMUNICATIONS  GROUP 

Provides  advanced  fiber  optic  networks  for  the 
transmission  of  voice,  data  and  image  communi- 
cations. TCG  currently  operates  networks  in  57 
major  markets  and  more  than  250  communities 
nationwide. 

♦  UNINTERRUPTIBLE  POWER  SUPPLIES  # 

30.  AMERICAN  POWER  CONVERSION  (APC)  A  leading 
manufacturer  of  uninterruptible  power  supplies 
and  surge  protection  products  for  personal,  pro- 
fessional, and  network  applications.  APC  offers 
products  featuring  hot  swappable  user  replaceable 
batteries,  software,  SNMP  accessories  and  data 
line  protection.  For  a  free  60-page  catalog,  circle 
reader  service  #30  or  call  888-289-APCC  ext.  8108. 

«  WEB  SITE  MANAGEMENT/INTERNET  SERVICE 
PROVIDER* 

31.  DIGEX,  INCORPORATED  A  tier-one  national 
internet  carrier.  DIGEX  has  the  largest  dedicated 
server  facility  in  the  world,  providing  Web  site 
management  to  companies  with  mission-critical 

applications. 
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NE  HUNDRED  FIFTY  TRUCKS.  ONE  DRIVER 


Call  Anne  Doyle,  Intermodal  Marketing,  at  (757)  533-4952.   Nationa;  Customer  Service  Center:  1-800-NFLK-SOU  (635-5768). 
Annual  report  requests:  1-800-531-6757.   Web  site:  www.nscorp.com 


These  days,  it's  not  uncommon  for  trucking 


companies  to  run  short  of  long- 


distance drivers.  And  it's  not 


uncommon  for  Norfolk  Southern  to  h 


them  out.  Even  with  149  fewer  drivers,  we  can  easily 
move  150  trucks  500  miles.  Or  2,000  miles.  Or  anywhere 
in  between.  Plus,  we've  built  a  network  of  modern 
intermodal  facilities  where  paved,  separate  loading  areas 
and  new  equipment  help  shipments  arrive  quickly,  safely, 
and  with  minimal  chance  of  damage.  So  contents  stay 
intact,  as  do  reputations.  And  our  customers  are  not  the 
only  ones  to  benefit:  it's  an  efficient  rail  system,  moving 
freight  more  than  twice  as  far  as  trucks  for  the  same 
amount  of  fuel.  So  not  only  are  our  customers  better  off, 
but  the  environment  is,  too. 


NORFOLK 
SOUTHERN 


The  Thoroughbred  of  Transportation. 

®  1997  Norfolk  Souihcrii  Corporation  Three  Commercial  Place,  Norfolk,  VA  2J5IO-2191 
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Vint  Cerf 


Vint  Cerf,  wearing  a  subtly  striped  gray  three-piece  suit  with 
a  blood-red  tie  and  matching  handkerchief,  is  speaking  to  the 
faithful  at  MCI  s  giant  booth  at  this  year's  ComNet  show  in  Wash- 
ington, D.C.,  and  it's  easy  to  tell  he's  a  star.  When  he's  done,  peo- 
ple surge  forward  to  ask  questions;  an  MCI  cameraman  is  con- 
stantly in  his  face.  Nearly  an  hour  passes  before  he  can  break 
free.  For  this  is  not  just  Vinton  G.  Cerf,  MCI's  senior  vice  pres- 
ident for  Internet  architecture  and  engineering.  This  is  Vint  Cerf, 
"father"  of  the  Internet,  the  man  who  made  the  miracle  hap- 
pen in  the  tlrst  place. 

Father  of  the  Internet,  to  be  sure,  is  a  term  that  makes  him 
uncomfortable.  "It's  not  right  to  think  of  the  Internet  as  having 
only  one  father,"  he  protests.  "It  has  at  least  two,  and  in  reality 
thousands,  because  of  the  number  of  people  who  have  contributed 
to  what  it  is  today."  When  he  says  "at  least  two,"  he  means  him- 
self and  Robert  Kahn,  with  whom  he  was  doing  research  at  UCLA 
under  the  aegis  of  the  Defense  Department's  Advanced  Research 
Projects  Agency  (ARPA)  back  in  the  mid-1970s.  As  almost  every- 
one now  knows,  the  Internet  grew  out  of  the  Arpanet 

built  by  ARPA.  It 
was  Kahn's  project, 
Cerf  says,  to  inter- 
connect "the  Arpanet 
and  packet  radio  net 
and  packet  satellite  net  in  a 
way  that  was  essentially  trans- 
parent to  any  devices  that  were 
at  the  periphery." 
'^  As  everyone  also  knows,  the 

solution  to  the  problem  was  TCP/IP, 
the  famous  protocols  that  enable  differ- 
ent machines  speaking  different  languages  to 
communicate  with  one  another  over  phone  lines. 
Cerf  and  Kahn  worked  on  the  problem  together, 
publishing  the  first  paper  describing  the  protocols 
under  both  their  names  in  1974.  "Then  my  research  lab 
at  Stanford  began  the  real  work  of  actually  designing  the 
details.  You  know  the  story:  The  devil  is  in  the  details,  and 
he  was  there.  The  reason  I  get  this  'father'  label  is  partly 
because  our  American  culture  needs  heroes,  and  partly 
because  I  stuck  with  the  program  and  managed  it." 

Wherever  he  has  gone,  Cerf  has  been  involved  in 
one  way  or  another  with  the  Internet.  He  went  to  Stan- 
ford to  teach  and  do  research  in  1972,  then  left  in  1976 
to  join  ARPA  and  was  there  until  1982.  "The  Internet 
really  was  my  responsibility  in  a  very  absolute  sense 
from  '73  to  '82,"  he  says.  In  '82  he  joined  MCI,  basi- 

Photography    by    Molly    Roberts 


cally,  he  says,  to  make  some  money  for  a  change.  But  even  at  MCI 
his  work  was  Internet-related;  he  was  in  charge  of  perfecting  MCI 
Mail,  the  company's  pioneering  email  system.  When  he  left  MCI  in 
1986,  it  was  to  do  research  with  Bob  Kahn  again,  at  Kahn's  new 
company,  the  Corporation  for  National  Research  Initiatives.  While 
there,  he  coordinated  research  on  information  infrastructure — 
i.e.,  Internet  technologies.  In  1992  he  founded  the  Internet  Soci- 
ety, the  nonprofit  institutional  home  for  Internet  policy  and 
administration.  Even  if  he  declines  the  paterfamilias  role,  no  one 
else  has  been  so  deeply  involved  in  the  Internet's  development. 

Cerf  is  a  techie  through  and  through,  and  always  has  been. 
In  fifth  grade,  he  remembers,  he  was  so  far  ahead  of  his  class 
in  math  that  his  teacher  gave  him  a  seventh-grade  algebra  test, 
and  he  spent  the  summer  solving  every  problem  in  it.  He  built 
plaster  of  Paris  volcanoes  with  potassium  permanganate  and 
glycerin  capsules;  when  the  gelatin  coverings  on  the  glycerin 
leaked,  the  volcano  would  become  "a  thermite  grenade,"  Cerf 
says.  "I  was  completely  captivated  by  that."  He  got  his  first  look 
at  the  inside  of  a  computer  when  he  was  15 — three  rooms  filled 
with  vacuum  tubes.  Two  years  later  he  and  a  friend  were  pro- 
gramming a  Bendix  G-15  papertape  computer  on  summer  week- 
ends under  a  special  dispensation  from  UCLA.  "The  bug  had  bit," 
he  says,  "and  I  was  infected  with  computers." 

He  remains  infected.  When  his  two  sons  were  growing  up, 
there  were  eight  Macs  in  the  house  and  one  PC.  Now  he's  down 
to  two  Macs,  a  PC,  a  ThinkPad,  and  a  PowerBook,  plus  "a  nice, 
modest  collection  of  fine  wines." 

In  some  dark  night  of  the  soul,  Cerf  may  wonder  why  he 
returned  to  MCI  (in  1994)  when  others,  less  creative  than  he,  are 
reaping  millions  with  their  Internet  and  Web  applications.  But 
he  is  clearly  not  a  man  with  an  ego  problem.  Did  he  have  any 
idea  in  the  early  '70s  when  he  and  Bob  Kahn  invented  the  pro- 
tocols that  the  Internet  was  going  to  be  as  big  as  it  is?  "I  don't 
think  I  appreciated  the  scale  of  all  this.  I  didn't  foresee  personal 
computers  by  any  means,  so  that  aspect  of  the  scaling  up  of  the 
network  really  escaped  my  understanding  for  quite  some  time." 

Today,  Cerf  talks  excitedly  about  the  capacities  of  optical  fiber. 
"The  rate  at  which  we  can  signal  is  far  from  exhausted.  The  fibers 
we  use  today  started  out  as  2.5  gigabit-per-second  fibers,  with 
one  light  color  per  fiber.  But  if  you  send  multiple  light  colors 
down  the  fiber  you  could  have  parallel  transmissions  in  the  same 
fiber.  We  will  push  this  to  at  least  80  gigabits  per  second  by  the 
end  of  the  decade."  But  that's  nothing,  he  goes  on.  "People  are 
starting  to  look  at  the  far  edge  of  research,  at  quantum-level  kinds 
of  devices.  We're  talking  about  working  with  single  photons  and 
electrons."  Cerf  is  54  years  old,  and  the  Internet  is  still  an  infant. 
He  may  not  be  done  with  paternity.  — Anthony  Brandt 
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THE        VALUE        CHAIN 

WILLIAM 

IS  THE  INTERNET  GOOD  FOR  DEMOCRACY? 

DAVIDOW 


One  of  the  main  challenges  the  Net  poses  for 

democracy  is  its  ability  to  draw  citizens  away 

from  local  communities  and  into  global  ones. 


WrE'vE  HEARD  IT  BEFORE:  The  Internet  promotes  the 
democratic  process.  Citizens  can  more  easily  vote 
and  express  their  opinions  on  important  issues.  They 
can  speak  via  email  directly  to  elected  representatives, 
even  the  president  himself,  and  receive  a  reply  in 
return.  They  can  organize  and  bring  pressure  to  bear  where  it 
really  counts. 

While  all  this  sounds  good  for  democracy,  what  kind  of 
effect  will  these  "electronic  pressures"  have  on  the  political 
process?  With  the  ability  to  generate  instant  polls,  politi- 
cians may  eschew  all  vestiges  of  leadership  and  simply 
respond  to  what  the  latest  polls  tell  them.  The  infor- 
mation elite  may  also  garner  and  exert  undue  influence: 
Every  time  America  Online  asks  its  subscribers  to 
comment  on  important  pol- 
itical questions,  opinions 
are  skewed,  reflecting  AOL's 
largely  white  male  sub- 
scriber base. 

In  addition,  there  is  a 
more  fundamental  concern, 
seldom  if  ever  expressed.  It  has  to  do  with  the  social  structure 
required  to  make  democracy  work.  In  1993,  Robert  Putnam  pub- 
lished his  book  Making  Democracy  Work,  in  which  he  studied 
voting  patterns  in  Italy  during  the  decentralization  of  the  gov- 
ernment in  the  1970s.  Putnam  studied  20  regions  (roughly  com- 
parable to  states)  in  Italy  that  were  all  granted  similar  or  iden- 
tical authority.  The  regions  that  prospered,  he  found,  were  those 
whose  citizens  trusted  the  government,  and  where  organized 
groups  worked  together  to  solve  problems,  foster  cooperation, 
and  encourage  socialization.  In  these  regions,  organizations 
tended  to  cut  across  society  in  a  horizontal  fashion. 

In  his  book,  Putnam  pointed  to  sports  clubs,  Lions  clubs,  and 
literary  groups  as  typical  horizontal  organizations  whose  mem- 
berships came  about  because  of  a  shared  interest.  These  groups 
created  a  broad,  civic-minded  foundation  on  which  democracy 
could  grow  and  prosper. 

On  the  surface,  Putnam's  study  seems  to  provide  a  great  vote 
of  confidence  for  the  Net.  After  all,  the  Internet  nicely  facilitates 
horizontal  organizations  and  makes  it  easy  to  form  groups  that 
have  common  interests.  Anyone,  after  all,  can  start  a  Web  site  cov- 
ering a  topic  as  serious  as  parenting  or  as  mundane  as  a  popu- 
lar TV  show,  and  then  watch  as  the  site  becomes  a  gathering  place. 

The  problem  is,  "All  politics  is  local,"  as  Tip  O'Neill,  the  late 
Speaker  of  the  House,  used  to  say.  And  the  Internet  is  anything 


but  local.  It  is  perhaps  the  most  global  form  of  organization 
known  to  man.  It  encourages  people  to  act  globally  by  making 
it  as  easy,  fast,  and  inexpensive  to  communicate  with  Sweden 
as  it  is  to  communicate  with  a  neighbor. 

When  you  want  to  send  email,  say  from  Los  Angeles  to  Lon- 
don, it's  irrelevant  if  it  is  4  p.m.  in  L.A.  but  midnight  in  London. 
Unlike  most  businesses,  sites  on  the  Internet  are  "open"  24  hours 
a  day.  In  the  middle  of  the  night,  you  can  do  your  banking, 
buy  flowers  for  a  sick  friend,  or  plan  a  trip  to  China.  On  the 
Internet,  people  aren't  bound  by  place  or  time. 

One  of  the  main  challenges  the  Internet  poses  for 
democracy,  then,  is  its  ability  to  draw  citizens  away  from 
their  geographic  communities  and  into  global  ones.  Why 
join  a  local  chess  club  when  you  can  participate  in 

international  competitions? 
Why  get  involved  in  local 
debates  over  transportation 
when  you  can  log  on  and 
discuss  NASA's  recent  mis- 
sion to  Mars? 

But  as  Putnam  notes, 
democracy  thrives  in  communities  with  vigorous  civic-minded 
organizations.  The  challenge,  therefore,  is  to  find  ways  to  use 
the  Internet  to  strengthen  local,  state,  and  national  communi- 
ties. We  can  do  this  by  creating  Web  sites  that  encourage 
parental  involvement  in  area  schools  or  by  organizing  online 
community  groups  that  distribute  local  news  or  fight  neigh- 
borhood crime. 

Some  of  these  initiatives  have  already  begun.  Local-content 
sites  are  springing  up  almost  daily  to  bring  people  everything 
from  regional  news,  weather,  and  sports  to  school  schedules, 
traffic  conditions,  and  entertainment  listings.  In  towns  across 
the  country,  the  Internet  now  provides  citizens  with  ways  to  com- 
municate with  city  hall. 

We  are  right  to  be  enthusiastic  about  the  Internet's  potential 
as  a  democratic  tool.  But  as  often  happens  with  new  technology, 
our  assumptions  about  how  to  use  it  are  probably  wrong.  We 
should  temper  our  enthusiasm  and  scrutinize  our  Utopian  visions 
until  we  answer  the  question,  "What  makes  democracy  work, 
and  how  can  we  improve  the  process  by  using  the  Internet?" 
Unless  we  do  this,  we  may  find  the  Internet  actually  undermines, 
rather  than  supports,  our  democratic  process.  ■ 

William  Davidow  is  a  general  partner  with  Mohr,  Davidow  Ventures,  a  Silicon 
Valley  venture  capital  firm.  He  is  the  author  of  The  Virtual  Corporation  and  sev- 
eral other  management  hooks. 
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I  don't  know  how  he 


QQQ5     I  L    ^^^  Maurice,  my  account  manager  at  CDW, 

product 


always  comes  up  with 


alternatives 


that  save  my  company  money. 


jj 


There's  someone  at  our  place  who  can  help  you 
select  what  you  need  without  wasting  money. 

He's  your  CDW  account  manager.  Once  he  gets 
to  know  you,  your  company's  purchase  history 
and  your  system,  he  can  turn  you  on 
to  product  options  that  are  more 
cost-effective  and  productive  for 
your  company.  And  save  you  a 
lot  of  time  and  aggravation  in 
the  process. 

Get  more  than  just 
a  great  price. 

For  example,  he'll  answer 
your  toughest  compatibility 
questions  before  they 
become  problems.  Get  you 


the  free  tech  support  you  need  before 
you  need  it.  And,  of  course,  line  up  the  right 
price  for  you. 

So  give  us  a  call.  We'll  set  you  up  with  your 
own  product  options  expert.  A  business 
computer  specialist  who  knows  what's 
happening  with  all  the  different  products 
from  all  the  different  manufacturers. 

That  way,  your  company  can  choose  from  a 
huge  selection  of  brand-name  products  like 
IBM  ,  Compaq  ,  Hewlett-Packard  , 
Toshiba   and  Microsoft'  at  the  best  prices, 
in  stock,  ready  for  overnight  delivery,  and  easy 
credit.  You'll  also  get  someone  who  can  help 
you  make  the  most  of  it  all.  And  some  honest, 
friendly,  professional  advice  that  will 
save  you  more  than  money. 

Call  today  and  get  some 
free,  objective  advice  and  ^ 
a  free  CDW  catalog. 

Give  us  a  call  and  we'll  send  you 

our  complete  catalog.  Or  check  us  out 

at  wv^rw.cdw.com.  We  think  you'll  discover 

that  when  it  comes  to  getting  the  right, 

unbiased  advice,  as  well  as  the  right  price, 

CDW  is  your  only  viable  alternative. 


COMPUTER 

DISCOUNT 

'  WAREHOUSE 


The  right  price.  . 
The  right  advice. 


800-778-4239     www.cdw.com 
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Uninterruptible  power  solutions]  you  may  never  think 

about  power.  But  you  do  understand  downtime.  Destroying  productivity, 
eroding  consumer  confidence,  and  threatening  profit.  We  offer 
mtegrated  solutions  for  those  who  can't  afford  to  be  vulnerable.  In 
fact,  we  protect  the  power  for  nine  out  of  ten  of  the  world's  largest 
banks.  Not  with  just  a  lot  of  boxes  that  handle  surges  and  spikes. 
But  with  Strategic  Power  Management.™  Protection  that  keeps  you 
^rom  ever  being  out  of  data.  Out  of  control.  Or,  just  plain  s.o.l. 


'ithin  the-Americas:  1-800-554-3448,  ext.  761,  or  .+1-91 9-870-34Q3,;Fax: +1-919-870-3411, 
J  \       Internet:  http;//www.exide.com.  E-mail:  info@e^de.com 
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MORES 


OWEN 

THE  MENU-DRIVEN  LIFE 

EDWARDS 


NOT  VERY  LONG  AGO,  I  eavesdropped  via  my  car  radio  on 
a  forum  about  the  state  of  modern  romance.  (Look, 
commuting  is  boring,  okay?)  One  of  the  members  of 
the  panel  of  "experts"  was  a  woman  who  runs  a  match- 
making service  in  the  San  Francisco  Bay  Area.  Rein- 
forcing my  abiding  fear  that  modern  romance  is  a  contradiction 
in  terms,  this  society  equivalent  of  a  thoroughbred 
horse  breeder  made  a  very  particular  point  about 
her  clients'  highly  detailed  requirements.  No 
smokers,  of  course.  Athletic.  Professiona 
Income  of  at  least  $120K  per  annum. 
Committed  to  saving  whales,  seals,  red- 
woods, etc.  Interested  in  culture,  travel, 
fine  wines,  blah  blah  blah.  Apparently, 
until  an  endless  grocery  list  of  criteria  is 
satisfied,  none  of  these  demanding  souls 
will  even  think  of  a  face-to-face  meet- 
ing. Then,  and  only  then,  does  the 
search  for  chemistry  begin. 

The  idea  that  fate  might  be 
allowed  to  intervene  in  such  an 
ancient  process  does  not  appeal  to 
busy  people  with  no  time  for  the 
kind  of  chance  encounters  once  at 
the  very  heart  of  affairs  of  the 
heart.  Somehow  they  have  man- 
aged to  excise  from  their  hectic 
lives  the  delightfully  exciting  idea 
suggested  by  the  17th-century 
philosopher  Blaise  Pascal  that  the 
heart  has  its  reasons  that  reason 
does  not  comprehend.  When  I 
heard  the  matchmaker's  recitation 
of  requirements,  my  first  reaction 
was  simple:  Uppity  yuppies!  How 

dare  they  try  to  apply  the  rules  of  business  efficiency  to  one  of 
life's  great  mysteries.  Then  I  thought  about  Thoreau's  observa- 
tion: First  we  shape  our  tools,  and  then  our  tools  shape  us. 

In  the  modern,  post-Walden  world,  the  tool  of  choice  for 
many  professionals  is  the  computer.  It  is  a  tool  shaped  by  oth- 
ers, programmers  whose  methodologies  are  their  own,  and  may 
or  may  not  resemble  those  of  most  users.  But,  like  television  and 
the  automobile,  it  is  a  tool  that  plays  an  increasingly  intimate 
role  in  our  lives.  It  serves  us  best  if  we  put  ourselves  into  a  com- 
puting frame  of  mind.  So  I  wonder:  Is  the  notion  that  a  pros- 

lllustration   by  Jerry    McDonald 


pective  mate  can  be  ordered  like  a  pizza,  with  pepperoni  and 
mushrooms  but  no  anchovies,  a  by-product  of  our  increasing 
daily  involvement  with  the  hardware  and  software  of  the  infor- 
mation age? 

When  Bill  Atkinson  at  Apple  (and  possibly  a  few  others  at 
Xerox  PARC)  came  up  with  the  concept  of  pull-down  menus,  it 
seemed  an  essentially  innocent  and  bright  idea  that  made  com- 
puters far  easier  for  people  impatient  or  inept  with  elaborate 
sequences  of  keystrokes.  In  other  words,  the  rest  of  us.  But 
what  the  pull-down  menu  did,  I  now  suspect,  was  draw  non- 
techies  into  that  illusory  world  of  order  that 
is  the  fantasy  playland  of  engineers.  After 
all,  as  you  click  on,  say,  the  Format  head- 
ing in  a  word  processing  program, 
down  will  come  a  list  of  possibilities  as 
ready  for  your  command  as  Aladdin's 
genie.  You  need  only  drag  down  to 
Bold,  lift  a  finger,  and  your  next  word 
will  take  on  special  significance. 
Ditto  with  all  those  other  menus, 
on  every  applications  program  you 
can  want.  One's  will  is  done,  liter- 
ally, at  the  twitch  of  a  digit.  Barring 
crashes  and  bugs,  errors  and  power 
surges,  computers  are  accommo- 
dating machines,  and  you  don't 
have  to  work  with  them  too  long 
before  you  begin  wishing  life  was 
half  as  compliant. 

I  remember  vividly  my  first 
computer,  a  hefty  Kaypro.  In  those 
antediluvian  days,  text  would  not 
The  idea  that  we  can  direct  our  lives  as  if  we  were  automatically  reformat  itself  as 

ordering  pizza  ("happiness,  please,  hold  the  angst")  is       ^^^  edited.  Instead,  after  inserts 
an  unfortunate  by-product  of  the  computer  gnd  excisions  left  a  paragraph  tat- 

tered, you  had  only  to  type  in  a  couple  of  magical  keystrokes  to 
bring  everything  into  parade-ground  alignment;  the  words 
would  wiggle  around  like  a  platoon  of  recruits  responding 
to  a  drill  sergeant's  shouted  command,  "Dress  right!"  This 
process,  visible  on  the  screen,  was  deeply  satisfying.  After  a 
while,  as  I  sat  at  flesh-and-blood  meetings,  semicomatose  as 
coworkers  droned  on  with  one  uninspiring  recitation  after 
another,  1  would  find  myself  longing  for  a  reformat  command 
that  in  an  instant  could  turn  the  whole  dreary  affair  into  a 
scintillating  gathering  of  the  Algonquin  Roundtable.  ►738 
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miUk  t%i%0  137-4  My  workday  tool  was  reshaping 
ClIWAKUS  my  dreams 

Now,  I  don't  want  to  bite  the  technology  that  feeds  me;  for 
the  most  part,  I'm  much  happier  working  with  computers  than 
I  was  before  they  came  along.  Nor  do  I  mean  to  suggest  that  engi- 
neers are  the  bad  guys,  and  poets  might  have  done  a  better  job 
with  software.  After  all,  do  we  really  want  computers  to  be  more 
sensitive  and  human?  Who  needs  the  anxiety  of  wondering 
whether  little  Mac  will  be  inspired  or  morose  when  you  sit  down 
each  morning?  What  if  there's  work  to  be  done,  and  the  machine 
is  in  a  funk.  Or  worse,  dangerous.  The  murderous  paranoia  of 
HAL  in  2001  is  hardly  something  we  need  on  our  desktops.  If  we 
wanted  coworkers  with  scary  mood  swings,  we  could  hire  on 
at  the  U.S.  Postal  Service. 

Thus,  it's  only  natural  that  engineers  seek  order;  we  all  do.  And, 
in  the  interest  of  productivity  (and  sanity),  it  makes  sense  to  have 
this  brave  new  technology  as  user-friendly  as  possible.  The  dan- 
ger lurks  in  the  intimacy  of  the  human/computer  relationship — 
intense  for  people  who  spend  long  hours  in  front  of  the  screen — 
and  its  tendency  to  blur  the  line  between  real  life  and  cyberlife. 

The  meteoric  growth  of  the  Internet  has  only  added  to  this 
intimacy,  extending  it  past  the  workday  and  into  the  social  sphere. 
So  the  illusion  shimmers  ever  more  appealingly  that  order  and 
responsiveness,  not  chaos  and  entropy,  characterize  the  true 
nature  of  things;  that  the  point-and-click  comforts  of  pre- 
dictability are  real,  while  the  sharp-elbowed,  rude,  crude,  and 
skewed  mayhem  of  human  experience  is  actually  just  an  unpleas- 
ant mirage.  Is  it  any  wonder  teenage  boys,  living  through  the 
most  tumultuous  period  in  life,  are  apt  to  become  obsessive  users 
of  the  Net?  Unlike  their  parents,  their  computers  do  not  ask  them 
annoying  questions.  Nor  should  we  be  surprised  that  nerds  call 
their  computers  "square-headed  girlfriends."  So  much  better  than 
dealing  with  a  real  live  female  with  emotional  needs  and  opin- 
ions of  her  own.  Writers  telling  the  dizzying  tales  of  Silicon 
Valley  startups  ooh  and  aah  over  programmers  who  spend  12 
or  more  hours  straight  at  their  computers,  as  if  this  were  heroic 
work  rather  than  a  delightful  half  day  whiled  away  in  a  malleable 
paradise  where  things  actually  make  sense. 

Every  week,  newspapers  carry  accounts  of  people  who  throw 
colossal  tantrums  when  they  don't  get  what  they  want  instantly. 
Recently,  when  a  man's  request  for  a  seating  upgrade  on  an  airplane 
flight  was  refused,  he  hurled  two  pots  of  hot  coffee  at  flight  atten- 
dants. Maybe  this  was  just  someone  with  a  very  nasty  temper.  But 
perhaps  he  was  someone  accustomed  to  pulling  down  a  menu, 
making  a  selection,  and  never  having  his  computer  respond,  "I'm 
sorry,  Dave,  I  can't  do  that."  Is  this  a  stretch?  We  can  onl)'  hope  so. 

Whether  in  romance  or  roulette,  there  is  a  wondrous  qual- 
ity to  chance,  an  exhilaration  in  the  variables  of  fate.  The  pull- 
down-menu life  may  be  lived  for  a  while,  but  sooner  or  later 
we  have  to  remember  that,  as  those  existential  bumper  stickers 
put  it,  "Shit  Happens."  We  may  actually  want  reminders.  Is  it  any 
wonder  some  of  the  most  advanced  software  designers  now 
intentionally  introduce  randomness  into  logical  s\stems?  Or  that 
the  first  things  a  lot  of  stolid  young  programmers  buy  when  their 
IPO  ship  comes  in  are  fast  motorcvcles?  NothiMi;  is  quite  so 
relentlessly  real  as  a  45-degree  lean  in  a  tight  turn  on  an  unfa- 
miliar country  road.  ■ 


^fJ*PP|%Q  140  4  gotta  get  24  hours  in. ..on  the  ground. 
I  1 1  CK9  Go  home  with  that  P-I-L-E  D-R-I-V-E-R  inside 
your  head! 

Sunday,  12:45  p.m.  (Faint)  ray  of  hope.  On  the  streets.  Kuala 
Lumpur.  Pass  a  construction  site — no  news  there — and  what  do 
my  eyes  behold:  a  Malaysian  front-end  loader  operator...  ASLEEP 
IN  HIS  SEAT.  Flash:  Asians  do  rest! 

Tuesday,  June  3,  4  p.m.  T  (transfer) -Day  minus  27.  Hong  Kong. 

"It's  weird!" 

"What's  weird?" 

"It's  weird  that  it's  not  weird!" 

Hong  Kong.  H-O-N-G  K-O-N-G.  Here  I  am.  Capitalist  pig. 
Image:  I  walk  (very)  fast.  (Speedwalking  is  my  habit/addiction.) 
And  "they"  are  passing  me.  Speeding  by.  "They"?  HKYs...Hong 
Kong  yuppies.  Perfectly  tailored  suits.  (V.  expensive.)  Acceler- 
ating down  the  hopelessly  crowded  streets.  Cell  phones  glued  to 
their  ears.  (Embedded  in  their  ears?) 

I  am  what  I  am.  (Can't  help  it.)  So  excuse  the  bias.  HONG 
KONG  HAS  NO  SOUL.  In  even  a  half  day  they  are  stealing  my 
soul.  They  are  giving  capitalism  a  bad  name.  They  are  stretch- 
ing my  religious  devotion  to  F.  A.  Hayek. 

I'm  not  stupid. 

I  know  this  is  not  a  novel  observation.  Okay? 

But  America's  so-called  "unbridled  capitalism"  has  spirit...  and 
soul... and  limits.  Hong  Kong's  doesn't.  (Or  so  it  seems.)  These 
poor  sods  are  giving  up  their  real  freedom. ..in. ..27. ..days.  And 
"we"  (Americans)  seem  to  give  a  shit.  And  "they"  (H.K.ers)  don't. 
(And  our  give-a-shit-ism  surely  doesn't  derive  from  a  love  of 
British  colonialism... we  O.D.ed  on  that  221  years  ago.)  The  Basic 
Law  (de  facto  short-term,  post-turnover  "constitution")  ensures 
commercial  (C-O-M-M-E-R-C-I-A-L)  freedom. 

Who  needs  more?  Me.  I  now  understand  as  never  before: 
There  is  such  a  thing  as  Capitalism-Run-Amok.  It  is  alive.  And 
well.  In  pre-/post-turnover  Hong  Kong. 

AND  I  CAN'T  TAKE  IT.  I  WANNA  PUKE.  *  (* You'd  not  take 
my  freedom  so  quietly.  I  HOPE.) 

A  day  later.  I  give  my  seminar  in  H.K.  I  love  'em!  My  kind  of 
unrestrained  people!  (How  could  they  so  readily  sacrifice  their 
freedom?  HOW  COULD  THEY???) 

A  day  later.  Perth.  Australia.  Love — L-O-V-E — the  Aussies. 
But  s-o-o-o-o  mellow  compared  to...K.L./H.K. 

A  day  later.  Flying  home.  Tokyo  to  Kennedy.  lAL.  Thirteen 
hours.  Twenty  of  us  in  first  class.  Two  other  Americans.  Eighteen 
Japanese.  One  of  the  two  Yanks  smokes.  None  (N-O-N-E/Z-E- 
R-O)  of  the  Japanese  are  smoking.  HOLY  SHIT.  New  World 
Order.  (!!!)  Japanese  used  to  be  human  stovepipes... circa  1990. 
Wealth  (societal)  show^:  Get  rich. ..and. ..health. ..environ- 
ment...counts.  A  lot.  I.e.:  Could  the  Japanese  be... mellowing? 

Perth  to  JFK  via  Narita  is  about  as. ..BAD. ..as  it  gets.  You 
suffer  an  11 -hour  flight. ..and  are  rewarded  with  a  13-hour 
encore.  I.e.,  Hotel  (Perth)-to-Home  (Vermont)  ...30.5  hours... on 
the  dot. 

A-a-a-r-r-g-g-g-h-h-h!! 

T-H-0-W-A-A-K.  T-H-O-W-A-A-K.  T-H-0-W-A-A-K. 
T-H-O-W-A-A-K.  a.k.a.  pile  driver-on-the-brain.  T-H-O-W- 
A-A-K...  A-S-I- A...  T- HO- W- A- A-K...A-S-I- A. ..T-H-O-W- 
A-A-K. ..T-H-O-W-A-A-K.  ■ 
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Visit  the  Internet  site  of  the  following  companies  whose 
advertisements  appear  in  this  FORBES  ASAP. 


Acxiom  Corporation 
www.acxiom.com 

American  Airlines 
www.americanair.com 

American  Power  Conversion 
tvww.apcc.com 

Arizona  Department  of  Commerce 
%vww.state.az.us/commerce 

AT&T  Business  Markets  Division 
www.att.com/buslness 

BDM  International,  inc. 
%vww.bdm.com 

Cadence  Design  Systems,  inc. 
www.cadence.com 

Charies  Schwab  &  Co.,  inc. 
tvww.schwab.com 

Comdisco 
tvtvw.comdisco.com 

Computer  Discount  Warehouse 
tvww.cdw.com 

COMSAT  Worid  Systems 
www.comsatcom 

Connext 
wtvw.connextcom 

Control  Data  Systems 
tvww.cdc.com 

DIG  EX,  incorporated 
tvtvw.digex.net 

ETRADE  Securities,  inc. 
tvtvw.etrade.com 


EXABYTE  CORPORATION 
tvww.exabyte.com 

Hewlett-Packard 
tvtvw.hp.com 

intellectualCapital.com 
tvww.intellectualcapital.com 

Iomega 
tvtvw.iomega.com 

Lawson  Software 
tvtvw.lawson.com/guide 

Lucent  Technologies 
tvww.lucentcom 

Minolta  Peripheral  Products 
tvtvw.Minoltaprinters.com 

NCR 
tvtvw.ncr.com 

NEC  America,  Corporate 
Networks  Group 
tvtvw.nec.com 

Norfolk  Southern  Corporation 
tvtvw.nscorp.com 

NORTEL  Enterprise  Networks  - 
Northern  Telecom 
tvtvw.nortel.com/networks 

OLDE  Discount  Stockbrokers 
tvtvw.OLDE.com 

QAD  inc. 
tvtvw.qad.com 

QUALCOMM 
wtvw.qualcomm.com/cdma 


Ricoh 
tvtvw.ricoh-usa.com 

Robertson  Stephens  &  Company 
tvtvw.rsco.com 

Royal  insurance 
tvtvw.royal-usa.com 

San  Jose  Mercury  News 
tvtvw.mercurycenter.com 

SAP  America,  inc. 
tvww.sap.com 

Sharp  Electronics  Corporation 
tvtvw.sharp-usa.com 

Sony  Electronics,  inc. 
tvtvw.sony.com/freedom 

Source,  Inc. 
tvtvw.source.com 

Sprint 
tvtvw.sprint.com/sprintbiz 

Tandy  Corporation 
tvww.tandy.com 

TCG  -  Teleport  Communications  Group 
tvtvw.tcg.com 

Texas  instruments  Incorporated 
tvtvw.ti.com 

Tivoli 
tvtvw.tivoli.com 

Toshiba  America  Consumer 
Products,  Inc. 
tvtvw.toshiba.com/tacp/ 

Toshiba  America,  Inc. 
tvtvw.toshiba.com 


THE        PETERS        PRINCIPLES 


TOM 


HONG  KONG  HAS  NO  SOUL! 

PEHRS 


Just  maybe...  I'll  put 

Ziploc  bag...  weight  it 

brick. ..and  drop 


XPLOSION.  EXPLOSION.  E-X-P-L-O-S-I-O-N.  Not  the 
heat  that  smacks  me  in  the  face  as  I  enter  the  jetway  at  the 
end  of  1 1  cramped  hours  on  KLM  0807,  Saturday,  May  31, 
1997.  Hot?  Yes! 
But... 

It  was  insane  when  I  was  last  here  in  June  1993.  And  now? 
Sheer  madness. 

Saturday,  2  p.m.  Another  busy  workday.  Bumper-to-bumper- 
to-bumper  traffic. 

Saturday,  8  p.m.  Full  crew  on  the  construction  job 
(high  rise,  of  course)  that  I  see  below  my  27th-floor  hotel 
room  window.  Look  up...  AND  UP... and  I  see  the  newly 
completed  Petronas  Tower.  Tallest  building  in  the  world. 
(Tops  the  Sears/Chicago  Tower  by  33  feet.)  Kuala 
Lumpur.  Malaysia.  Asia. 

I  read... AND  READ... 
and  read.  I'm  well  prepared 
for  my  seminar  the  day  after 
tomorrow  here  in  K.L. ...and 
the  day  after  the  day  after 
that  in  Hong  Kong... 26  days 
before  TURNOVER.  Anniversary  No.  8  of  Tiananmen  Square. 

But  I  am  not  prepared — even  by  a  visit  to  India  just  60  days 
ago — for  the  latest  reminder  of  the  physical  and  mental  inten- 
sity of  the...  ECONOMIC-EXPLOSION-CALLED-ASI A-THAT- 
IS-ALTERING-THE-WORLD-BY-THE-HOUR.SEVEN-DAYS- 
A-WEEK.  TWENTY-FOUR-HOURS-A-DAY 

Back  home — A-M-E-R-I-C-A — we  devote  column  foot  after 
column  foot  of  media  babble  to  Bill's  hemorrhoids.  (Gates.)  Bill's 
house.  (Gates.)  Bill's  farts.  (Gates.)  And...of  course... Bill's  soft- 
ware. I  know  HE  is  "changing  the  world."  But  HE  seems  such 
small  change  here.  Global  village. ..ya,  ya,  ya.  Telecom  revolu- 
tion...ya,ya,ya.  But  THIS  (K.L.,  construction,  economic  break- 
out) is  far  more  PRIMAL. 

And  the  world,  tilting  at  enormous  speed  (second  derivative: 
i.e.,  acceleration)  toward  A-S-S-I-I-A,  will  N-E-E-V-V-E-E-R  be 
the  same  again.  NOT  EVEN  CLOSE. 

What's  going  on  beneath  my  window  on  the  27th  floor  (of 
my  relative  low-rise)?  Not  much.  Just  planetary  economic,  social, 
and  political  upheaval  on  a  scale — and  at  a  pace — unprecedented 
in  human  history.  My  temples  are  literally  throbbing. 

Sunday,  June  1,  2:30  a.m.  Insomnia  wakes  me  up.  Or  was 
it  ...yes. ..the  unmistakable,  harsh  sound  of  a  pile  driver. 
ANOTHER  FOUNDATION  IN  PROGRESS.  Traftk?  Still  heav)', 
not  all  that  diminished  from  midafternoon.  And  so  it  goes. ..and 


my  56K  modem  in  a 
down  with  an  ancient 
it  into  the  canal. 


goes. ..AND  GOES. 

Cut  to...  Friday,  May  30,  7  p.m.,  Amsterdam.  Sculling.  Single 
shells.  Pairs.  Coxed  eights.  Dozens  of  them.  Graceful  as  swans. 
A  beautiful  evening.  The  water  shimmers.  Cloudless  sky.  That 
special,  rich  green  of  late  spring. 

Europe  is  the  subject  of  damn  near  every  economist's  deri- 
sion. Flabby.  Short  work  hours.  High  social  welfare  costs.  Late  to 
the  Information  Technology  dance.  Unable  to  compete  in  the 
wild,  global,  high  tech,  6-billion-person  village. 

I  (do)  get  it.  I  understand  economics  pretty  well.  Am  a 
free-trade,  pro-competition  advocate.  No  bleeding-heart 
beral  (Old  Democrat)  me. 
But... 

Isn't  there  room  in  life  for  those  sculls?  That  glorious 

spring  evening  out  on  the 
lake?  Must  every  fiber  of 
every  adult  male  and  female 
body  be  aimed  every  hour 
toward  bloodthirsty  compe- 
tition with  THE  EMERG- 
ING ASIAN  COLOSSUS? 
Answer  in  Silicon  Valley?  Yes.  In  Kuala  Lumpur,  part  of  that  colos- 
sus? Yes!! 

Part  of  me...  not  such  a  small  part... says  I'll  take  Amsterdam 
and  an  evening  under  an  azure  sky  sculling  down  a  quaint  canal. 
Is  that  totally  retro? 

And  maybe. ..just  maybe... I'll  put  my  56K  modem  in  a  Ziploc 
bag. ..weight  it  down  with  an  ancient  brick... and  drop  it  into 
the  canal. 

The  horror!  The  horror! 

Out  of  insta-contact  with  my  fellow  6  billion  humans.  Ah,  the 
idyll  of  an  Internet-free  life...  sitting  beside  a  canal. ..in  the  late- 
May  evening... as  summer  approaches... in  Amsterdam. 
End  wistful  aside. 

Sunday,  June  1,  4:30  a.m.,  Kuala  Lumpur  (redux).  Hotel  win- 
dow. Standard  (thick/soundproof)  safety  glass.  And  yet...  I 
THINK  THE  GODDAMN  PILE  DRIVER  IS  INSIDE  MY  HEAD. 
(And  all  I  had  to  drink  last  night  was  two  big  bottles  of  Perrier.) 
Short  takes.  Trip  to  date.  Monte  Carlo...  they  screwed  up  a 
beautiful  coastline.  Amsterdam. ..most  beautiful  city  in  the 
world. ..beats  Paris.  Kuala  Lumpur... Holy  shit!!  Will  it  never 
end???  K.  L.  =  !!! 

To  do:  Scrimp!  Save!  You  must  visit  Southeast  Asia.  Even  if 
it's  just  for  24  hours.  The  best  reporting,  the  best  TV  in  the  world 
misses  by  a  country  mile.  To  hear/sniell/taste/see/feel...you  ►  138 
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THE        PFTFRS        PRINCIPLES 


TOM 


HONG  KONG  HAS  NO  SOUL! 

PETERS 


Just  maybe... I'll  put 

Ziploc  bag. ..weight  it 

brick... and  drop 


XPLOSiON.  EXPLOSION.  E-X-P-L-0-S-I-O-N.  Not  the 
heat  that  smacks  me  in  the  face  as  I  enter  the  jetway  at  the 
end  of  1 1  cramped  hours  on  KLM  0807,  Saturday,  May  31, 
1997.  Hot?  Yes! 
But... 

It  was  insane  when  I  was  last  here  in  June  1993.  And  now? 
Sheer  madness. 

Saturday,  2  p.m.  Another  busy  workday.  Bumper-to-bumper- 
to-bumper  traffic. 

Saturday,  8  p.m.  Full  crew  on  the  construction  job 
(high  rise,  of  course)  that  I  see  below  my  27th-floor  hotel 
room  window.  Look  up...  AND  UP... and  I  see  the  newly 
completed  Petronas  Tower.  Tallest  building  in  the  world. 
(Tops  the  Sears/Chicago  Tower  by  33  feet.)  Kuala 
Lumpur.  Malaysia.  Asia. 

I  read. ..AND  READ... 
and  read.  I'm  well  prepared 
for  my  seminar  the  day  after 
tomorrow  here  in  K.L....and 
the  day  after  the  day  after 
that  in  Hong  Kong... 26  days 
before  TURNOVER.  Anniversary  No.  8  of  Tiananmen  Square. 

But  I  am  not  prepared — even  by  a  visit  to  India  just  60  days 
ago — for  the  latest  reminder  of  the  physical  and  mental  inten- 
sity of  the...  ECONOMIC-EXPLOSION-CALLED- ASIA-THAT- 
IS-ALTERING-THE-WORLD-BY-THE-HOUR.SEVEN-DAYS- 
A-WEEK.  TWENTY-FOUR-HOURS-A-DAY. 

Back  home — A-M-E-R-I-C-A — we  devote  column  foot  after 
column  foot  of  media  babble  to  Bill's  hemorrhoids.  (Gates.)  Bill's 
house.  (Gates.)  Bill's  farts.  (Gates.)  And. ..of  course. ..Bill's  soft- 
ware. I  know  HE  is  "changing  the  world."  But  HE  seems  such 
small  change  here.  Global  village. ..ya,  ya,  ya.  Telecom  revolu- 
tion...ya,  ya,  ya.  But  THIS  (K.L.,  construction,  economic  break- 
out) is  far  more  PRIMAL. 

And  the  world,  tilting  at  enormous  speed  (second  derivative: 
i.e.,  acceleration)  toward  A-S-S-I-I-A,  will  N-E-E-V-V-E-E-R  be 
the  same  again.  NOT  EVEN  CLOSE. 

What's  going  on  beneath  my  window  on  the  27th  floor  (of 
my  relative  low-rise)?  Not  much.  Just  planetary  economic,  social, 
and  political  upheaval  on  a  scale — and  at  a  pace — unprecedented 
in  human  history.  My  temples  are  literally  throbbing. 

Sunday,  June  1,  2:30  a.m.  Insomnia  wakes  me  up.  Or  was 
it  ...yes...  the  unmistakable,  harsh  sound  of  a  pile  driver. 
ANOTHER  FOUNDATION  IN  PROGRESS.  Traffic?  Still  heavy, 
not  all  that  diminished  from  midafternoon.  And  so  it  goes. ..and 


my  56K  modem  in  a 
down  with  an  ancient 
it  into  the  canal. 


goes. ..AND  GOES. 

Cut  to... Friday,  May  30,  7 p.m.,  Amsterdam.  Sculling.  Single 
shells.  Pairs.  Coxed  eights.  Dozens  of  them.  Graceful  as  swans. 
A  beautiful  evening.  The  water  shimmers.  Cloudless  sky.  That 
special,  rich  green  of  late  spring. 

Europe  is  the  subject  of  damn  near  every  economist's  deri- 
sion. Flabby.  Short  work  hours.  High  social  welfare  costs.  Late  to 
the  Information  Technology  dance.  Unable  to  compete  in  the 
wild,  global,  high  tech,  6-billion-person  village. 

I  (do)  get  it.  I  understand  economics  pretty  well.  Am  a 
free-trade,  pro-competition  advocate.  No  bleeding-heart 
liberal  (Old  Democrat)  me. 
But... 

Isn't  there  room  in  life  for  those  sculls?  That  glorious 

spring  evening  out  on  the 
lake?  Must  every  fiber  of 
every  adult  male  and  female 
body  be  aimed  every  hour 
toward  bloodthirsty  compe- 
tition with  THE  EMERG- 
ING ASIAN  COLOSSUS? 
Answer  in  Silicon  Valley?  Yes.  In  Kuala  Lumpur,  part  of  that  colos- 
sus? Yes!! 

Part  of  me...  not  such  a  small  part. ..says  I'll  take  Amsterdam 
and  an  evening  under  an  azure  sky  sculling  down  a  quaint  canal. 
Is  that  totally  retro? 

And  maybe. ..just  maybe... I'll  put  my  56K  modem  in  a  Ziploc 
bag. ..weight  it  down  with  an  ancient  brick... and  drop  it  into 
the  canal. 

The  horror!  The  horror! 

Out  of  insta-contact  with  my  fellow  6  billion  humans.  Ah,  the 
idyll  of  an  Internet-tree  life. ..sitting  beside  a  canal. ..in  the  late- 
May  evening... as  summer  approaches... in  Amsterdam. 
End  wistful  aside. 

Sunday,  June  I,  4:30  a.m.,  Kuala  Lumpur  (redux).  Hotel  win- 
dow. Standard  (thick/soundproof)  safety  glass.  And  yet...  I 
THINK  THE  GODDAMN  PILE  DRIVER  IS  INSIDE  MY  HEAD. 
(And  all  I  had  to  drink  last  night  was  two  big  bottles  of  Perrier.) 
Short  takes.  Trip  to  date.  Monte  Carlo... they  screwed  up  a 
beautiful  coastline.  Amsterdam. ..most  beautiful  city  in  the 
world. ..beats  Paris.  Kuala  Lumpur... Holy  shit!!  Will  it  never 
end???  K.  L.  =  !!! 

To  do:  Scrimp!  Save!  You  must  visit  Southeast  Asia.  Even  if 
it's  just  for  24  hours.  The  best  reporting,  the  best  TV  in  the  world 
misses  by  a  country  mile.  To  hear/smell/taste/see/feel  ...you  ►  138 
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98  Getting  rich  off  low  tech 

We  tracked  'em  down.  Pig  farmers.  Bill  collectors. 
Sawmill  operators.  America's  new  nonsilicon  rich. 

By  Michelle  Conlin 

147  The  Forbes  Four  Hundred 

It  finally  happened.  Billionaires  are  a  dime  a  dozen. 

By  Michelle  Conlin 


148  Open  to  all 

The  rules  of  the  list. 

By  Michelle  Conlin 

152  The  Top  25 

You  guessed  it — 

Bill  Gates  is  number  one. 
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40  The  rich  don't  haU 
from  Afghanistan 

Being  rich  means  being  lucky. 
By  Dan  Seligman 

43  Pop  quiz:  How  much  do  you 
know  about  the  rich.' 

Okay,  it's  time  to  get  interactive. 

46  The  billionaire  photo  op? 

Say  cheese,  don't  dress  like  it. 

By  Joe  Queenan 

50  Master  bluffer 

The  poker  face  of  John  Thornton. 

By  James  M.  Clash 

52  Cathedrals  to  MiG  jets 

Big  egos,  bigger  wallets. 

By  Ben  Pappas 

60  The  du  Pont  clan 

Eat  together,  get  rich  together. 

By  Robert  Lenzner  and  Carrie  Shook 

83  A  difiTerent  kind  of  gusher 

Mark  Getty's  snappy  photo  agency. 

By  Carleen  Hawn 

90  Cigars  up,  yachts  down 

The  cost  of  living  well  moderates. 

By  Elizabeth  A.  Amery 

94  Home,  fortress  home 

Protecting  your  material  world. 

By  Carleen  Hawn 

108  Recycling  assets 

Ray  Park  thrives  on  industrial  rust. 

By  Bruce  Upbin 

115  The  Ray  Kroc  of  pigsties 

.Wendell  Murphy  goes  whole  hog. 

By  Daniel  Roth 


122  Timber  and  the  spotted  owl 

Red  Emmerson  hocks  his  heart. 

By  Carleen  Hawn 

130  You  can't  take  it  with  you 

The  rich  and  the  giving. 

By  Ann  Marsh 
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428  So  buy  yourself  an  island 

The  turtle  comes  with  the  deed. 

By  James  M.  Clash 
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Beringer. 


In  an  era  of  shareholder  activism,  where  could 
the  world's  largest  corporate  jet  land  you? 


INTRODUCING  THE 
AIRBUS  CORPORATE  JETLINER" 


is  likely  to  receive  at  least  some  attention.  Welcome 
when  the  jet  in  question  is  likely  to  change  the  way 
.  .e  think  about  corporate  jets.  The  Airbus  A3 19  Corporate 
Jetliner  began  life  as  one  of  the  world's  most  popular  and  proven  ; 

commercial  airliners.  Among  other  things,  that  beginning  makes  our 

r 

plane  fully  twice  as  large  as  similarly  priced  business  jets.  Its  cabin 
Ketallest  and  widest  available.  In  it,  you  and  up  to  forty  colleagues 
—  private  meeting,  work  and  sleep  areas,  telecommunications  am 
computer  facilities,  showers,  an  exercise  room  and  just  plenty  of  space 

f 

,move  around.  You'll  be  able  to  travel  up  to  6,300  nautical  miles  in  a  single  fli^ 
^^1  New  York  to  Tokyo,  for  example),  and,  rare  for  so  big  a  plane,  ev^ 
and  at  smaller  airports.  And,  because  this  corporate  jetliner  meets 
commercial  airliner  specifications,  its  potential  resale  value  is  tK 
^    highest  of  any  business  jet.  Knowing  all  this,  if  you  think  th^ 
^    Airbus  Corporate  Jetliner  worth  more  of  your  attentioi 
\  call  1-703-834-3434.  outside  Wlorth    ^ 


rica  33  5  62110111 
www.airb 


AIRBUS 

Setting  the  Standards 
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Not  too  long  ago, 

a  video  cassette  was  just  a  video  cassette. 

Well,  It  still  IS. 

And,  then  again,  it  isn't. 

Now  there's  the  Sony  Digital  Video  Cassette. 

It's  a  whole  new  way  to  watch  home  movies. 

(One  that  doesn't  require  you  to  clench  the  fast  forward  button.) 

Simply  put,  your  video  cassette  now  comes  with  a  brain.  (Actually,  a  computer  chip.) 

Which  allows  you  to  create  a  table  of  contents. 

So  vou  can  see  exactly  what  you  want  to  see.  Automatically. 

Say  you  want  to  watch  your  daughter's  birthday  party. 

Or  your  son's  first  at  bat. 

Just  select  it  from  the  video  menu. 

And  it  appears  right  away.  (We  thought  you'd  like  that.) 

All  you  have  to  do  is  watch  and  enjoy. 

Sound  easv? 


Actual  size 


That's  the  point. 

Isn't  it  nice  to  live  in  the  digital  age? 


Digital  Dream  Kids 

www.sony.com/electronics 


(97  Sony  Electronics  Iiic.  RcproJuciion  in  part  vvitJiou'  miiicn  permission  ii  prohibited  All  rigliis  reeved.  Sony,  Handycam, 

Walkman,  Trinitron,  lliscman,  What's  nexi.>  ai.i  « :iat'6  ntxi  is  now  arc  irademarks  of  Sony.  WebTV  is  a  trademark  of  WebTV  Networks,  Inc. 
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You   never 

ictually   own   a   Patek   Philippe. 

You  merely  take  care  of  it  for  the  next 
generation.  The  new  men's  Neptune.  Self-winding, 


PATEK  PHILIPPE 

GENEVE 
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hand-crafted  in  18  karat  solid  gold.      Begin  your  own  tradition. 

Men's  Neptune:  ref  5081/1.  For  information;  Patek  Philippe,  Dept.  304,  One  Rockefeller  Plaza,  New  York,  New  York  10020.  Tel:  (212)  581  0870.  www.patek.com 
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Walter  Annenberg,  Ted  Turner 
At  different  career  stages. 


The  two  faces  of  money 

Indulge  your  sybaritic  fan- 
tasies. You've  flown  to 
London  in  your  time-share 
Boeing  727.  You've  just 
inked — using  a  solid-gold 
fountain  pen — a  contract  to 
buy  that  island  hideaway  in 
the  Indian  Ocean  (see  p.  428). 
You  have  a  ranch  in 
Wyoming,  a  pad  in  the  south 
of  France,  a  penthouse  in 
Manhattan.  Closets  full  of 
Armani  suits  and  a  Rolls- 
Royce  or  two.  Your  yacht  awaits  you  in  the  Mediterranean.  What 
would  that  lifestyle  cost.>  In  the  movie  Wall  Street  Gordon  Gekko 
figured  you'd  need  $100  million — a  "unit,"  as  they  used  to  say  in 
Texas.  My  arithmetic  says  that's  about  right.  In  tax-exempts  that 
would  bring  in  $100,000  a  week. 

If  $100  million  buys  all  the  toys  anyone  can  handle,  why  strive 
for  $200  million.^  Or  $1  billion?  If  you  leave  a  lot  to  your  kids, 
you'll  wreck  their  lives.  Why  don't  The  Forbes  Four  Hundred  give 
away  most  of  their  money?  Are  they  just  plain  greedy?  (We  hear 
that  all  the  time.)  People  who  ask  that  question  fail  to  grasp  the 
essence  of  capitalism:  For  capitalists,  money  is  a  tool.  Power  springs 
from  it,  as  from  the  muzzles  of  comrade  Mao's  guns  under  com- 
munism. Your  capitalist  sees  money  as  an  instrument  for  getting 
things  done.  For  lifestyle  purposes,  an  extra  hundred  million  does 
not  have  much  marginal  utility',  but  it  has  plent)'  for  the  working 
capitalists.  Walter  Annenberg  is  a  great  philanthropist,  but  Warren 
Buffett  isn't.  Retired,  Annenberg  has  little  fijrther  use  for  capital. 
Buffett  is  still  working  his  money  hard. 

Which  brings  us  to  Ted  Turner,  who  has  just  unintentionally 
demonstrated  this  two-sidedness  of  wealth.  Generously,  Turner 
promised  to  give  $1  billion  to  the  United  Nations.  But  he  doesn't 
want  to  dilute  his  ownership  of  Time  Warner,  which  has  made  big 
progress  since  he  became  its  real  boss.  Can  he  keep  the  power  he 
needs,  yet  let  someone  else  spend  the  money?  It  will  be  interesting 
to  see  how  Ted's  lawyers  handle  this  one. 

So  now  you  know  why  Forbes  keeps  score  on  the  wealthiest 
Americans.  Their  money  lets  them  get  things  done,  such  as  backing 
smart  entrepreneurs,  start- 
ing businesses  and  restor- 
ing sick  companies. 

The  Four  Hundred  are 
people  who  can  get  things 
done  in  America. 

The  1997  Forbes  Four 
Hundred  issue  was  edited 
by  Peter  Newcomb, 
backed  up  by  Lewis 
D'Vorkin,  with  statistics 
by  Mitchel  Rand  and  art 
direction  by  the  talented 
Robert  Mansfield. 


The  Rich  List  crew 
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Ironically,  some  of  the  business 
practices  that  are  designed  to  save  yd 
money  can  actually  put  your  bottom  li^ 
at  risk.  For  example,  outsourcing 
lead  you  to  utilize  vendors  that  may 
be  integrated  into  your  loss  preventi| 
program.  Consolidation  has  eliminated 
redundancy,  and  for  those  utilizing  Just 
In  Time  Production,  there's  no  inventory 
if  your  manufacturing  system  happens 
to  shut  down.  And  just  where  does  thj 
leave  your  product?  Off  the  shelve 


IT  LOOKS  EVEN  SCARIEI 
ON  A  BALANCE  SHEET. 


The  key  to  global  risk  management , 
this  business  environment,  then,  is 
partner  who  offers  expertise  in  help| 
customers  manage  risk.  A  partner  sl 
as  Allendale  Insurance.  We  can  measure 
and  quantify  exposure  in  places  you 
didn't  even  know  you  were  vulnerab| 
And  with  offices  and  partners  aroL 
the  world,  we  can  help  advise  you  | 
local  regulations  and  conditions.  Equg 
important,  we  can  do  all  of  this  cc 
effectively  Because  as  devastating 
a  catastrophic  fire  is  in  person,  it  c| 
be  just  as  devastating  on  paper. 


'■^^^oflvwrs^s'^^'' 


©1997.  Allendale  Insurance,  P.O.  Box  750G 
Johnston,  Rhode  Island  02919 
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Living  away  from  the  farm  would 
not  be  living." 


VALERIE    SHAW 


LANCASTER,    OHIO 


Farm  life  is  the  only  life  Valerie  Shaw  could 
ever  imagine.  But  when  the  animals  and  hay 
aggravated  her  asthma,  dangerous  lung 
infections  developed. 


These  infections  became  so  serious,  they 
almost  forced  her  off  the  family  farm. 


Thanks  to  proper  care  and  medicine  developed 
by  Pfizer  research,Valerie  didn't  have  to 
change  her  life  or  her  family's  legacy. 

Now  her  sons  will  grow  up  in  the  wide-open 
spaces.  And  in  time,  they'll  become  the 
fourth  generation  to  raise  their  children 
on  the  land. 


We're  part  of  the  cure. 


www.pfizer.com 
AOL  keyword:  Pfizer 
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Radio  telescope  used  by  SETI 
Waiting  for  contact, 
or  at  least 
a  close  encounter. 


Star  search 

Enough  already  of 
cyberspace.  Whatever 
happened  to  real 
space?  You  know,  that 
final  frontier  where 
bug-eyed  aliens  zip 
around  abducting 
Earth  women.  The 
SETI  (Search  for  Extra- 
terrestrial Intelligence) 
Institute  is  still  trying 
to  find  out. 

When  we  last  visited 
the  institute  (Oct.  17, 
1994).,  we  reported 
how  a  handful  of 
members  and  near- 
members      of      The 

Forbes  Four  Hundred     

had  rescued  the  proj- 
ect after  an  image-conscious  Congress 
axed  the  institute's  $12.3  million 
budget  request.  But  with  only  six 
months  of  funding  to  carry  on  its 
intergalactic  eavesdropping,  the  proj- 
ect's future  remained  very  much  up  in 
the  air. 

Not  anymore.  Four  of  its  sponsors 
have  reached  deeper  into  their  already 
deep  pockets.  Intel  cofounder  Gordon 
Moore,  Hewlett-Packard  cofounder 
William  Hewlett,  the  family  of  Hew- 
lett's late  partner,  David  Packard,  and 
Microsoft  cofounder  Paul  Allen  have 
pledged  $18  million  altogether,  guar- 
anteeing funding  for  the  et  search 
through  the  yeai'  2000.  A  $20  million 
bequest  from  the  estate  of  another 
Hewlett-Packard  executive,  Bernard 
Oliver,  will  support  SETl's  other 
research  and  educational  activities, 
including  two  new  reseaixh  chairs. 

SETI  received  some  public  relations 
help  this  summer  from  the  hit  movie 
Contact,  in  which  Jodie  Foster  plays 


q  an  astronomer  who 
i  uses  radio  telescopes 
c  to  search  for  extra- 
terrestrial life.  Several 
characters,  including. 
Foster's,  were  based 
on  SETI  scientists. 
Since  Cofitact  opened 
in  July,  the  number  of 
weekly  hits  on  the 
nonprofit  organiza- 
tion's Web  site  has 
more  than  doubled. 

Despite  five  years  of 
searching,  SETI  has  pro- 
duced nary  a  little 
green  man.  If  any  are 
hiding  up  tliere,  SETI  is 
determined  to  smoke 

them  out.  Says  Intel's 

Moore:  "1  can  hardly 
think  of  a  more  profound  question  to 
ask  than,  'Are  we  alone  in  the 
universe?'" 

Atlas  stubbed 

It  WAS  CLEAR  SKIES  AHEAD  when  we 
last  looked  at  Atlas  Air,  Inc.,  the 
Denver-based  air  freight  company. 
Whether  flying  fresh  flowers  for  KLM 
or  fresh  fish  for  China  Air,  Atlas  was 
fast  making  a  name  for  itself  handling 
cargo  outsourced  by  the  big  commer- 
cial airlines  (Aujj.  12,  1996).  Its 
Nasdaq-traded  stock,  which  last  year 
helped  catapult  Chief  Executive 
Michael  Chowdry  onto  The  Forbes 
Four  Hundred,  is  down  by  half,  to  a 
recent  $26,  and  Chowdry  is  not  on 
diis  year's  Four  Hundred. 

Source  of  the  turbulence?  Five 
aging  747s  Chowdry  leased  from  Fed- 
eral Express  last  year.  The  planes,  he 
says,  cost  $1,000  an  hour  more  to  fly 
than  he  had  figured.  Chowdry  has 


Michael  Chowdry 
Unexpected  costs 
tlirew  Atlas'  stocit 
into  a  tailspin. 
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With  new  PrimeDistance"  long- 
distance service,  TCG  is  now  the 
one  company  to  turn  to  for  your 
business  telecommunications  needs. 

Since  1985,  companies  of  aW  shapes  and 
sizes  have  come  to  know  TCG  as  the  local 
phone  company  that  provides  responsive  customer 
service  from  coast  to  coast.  How  responsive?  Well, 
we  heard  your  demand  for  a  single-service 
provider  who  could  handle  almost  any  telecom- 
munications need,  so  we  added  yet  another  thing 
you   were   looking  for:   long-distance  service. 


So,  with  the  addition  of  our  new  innovative 
PrimeDistance  service,  you  can  receive  long 
distance,  local  and  regional  calling,  data  and 
Internet  services  all  from  one  company — and  all 
at  competitive  rates.  In  fact,  TCG  enables  you  to 
combine  local,  regional  toll,  domestic  long 
distance,  international  long  distance  and  800 
service,  thereby  qualifying  your  company  for  even 
more  significant  savings.  If  you'd  like  to  learn 
more  about  TCG  or  our  new  PrimeDistance 
service,  give  us  a  call  at  1-800-889-4TCG  or  check 
out  our  web-site  at  www.tcg.com. 


LOCAL  CALLING  •  LONG  DISTANCE  •  INTERNET  SERVICES  •  DATA  SERVICES  •  VOICE  MAIL  •  CALLING  CARD  •  PAYPHONE  SERVICES 


How  to  be  heard 

in  more  than  two  places 

at  the  same  time, 

saying  the  same  thing 

all  alone  by  myself. 


Here  i  am,  36,000  feet  above  Saskatchewan, 
talking  into  my  D1000,  and  my  dialogue  is 

appearing  on  my  home  PC  in  Sausalito,  my 
office  PC  in  San  Francisco,  my  client's  PC  in 
Seattle  and  my  cousin's  in  Seville.  Let  me 
be  the  first  to  mention  that  the  first  digital 
recorder  with  a  flash  memory  miniature  card 
also  has  distortion-free  playback,  compressed  files 
that  are  accessed  instantly  and  unlimited  memory. 

Unheard-of. 


It's  not  just  the  sound.    It's  where  you  ta 

OUTMPUS 

Call  1-800-622-6372  for  more  information.  Or  visit  us  at  vvww.olympus.com 


TANINO  CRISCI 


Finest  shoemaker  since  1919 


•NEW  YORK* 
795  Madison  Avenue 

•  MILAN  •  FLORENCE  •  ROME  •  PARIS  •  TOKYO  •  HONG  KONG  • 

For  your  copy  ollhe  T^nino  Crisci  Worldwide  Catalog  call  (2121  535. 1014  or  fax  (212)  535. 1 125  (S3.00  shippiiia  and  handling) 

http  ://www.taninocrisci.it 


now  replaced  them  with  leased  new 
Boeing  747-400s,  planes  with  the 
same  capacitv'  that  operate  much  more 
economically. 

Atlas  still  controls  80%  of  this, 
market;  with  the  company's  low-cost 
operation  and  luck,  Chowdry  will 
fly  back  onto  The  Forbes  Four 
Hundred.  -Adam  Kemezis 

The  Gupta  pHnciple 

How's  THIS  FOR  A  NEW  STRATEGY  tO 

make  it  onto  The  Forbes  Four  Hun- 
dred: Give  up  control  of  your  compa- 
ny. That's  Vinod  Gupta's  plan,  anyway. 

Earlier  this  month  entrepreneur 
Gupta  stepped  aside  as  chief  executive 
of  American  Business  Information, 
Inc.,  saying  that  the  company  he'd 
founded  now  needed  professional 
management,  not  entrepreneurial 
verve.  "I  reached  my  level  of  incom- 
petence four  years  ago,"  he  jokes.  The 
incoming  chief  executive  will  be  Scott 
Dahnke,  32,  a  McKinsey  &  Co.,  Inc. 
partner. 

.\BI  collects  information  on  11  mil- 
lion U.S.  and  Canadian  businesses 
and  sells  it  as  sales  leads.  Dahnke  and 
his  brain  trust  plan  to  maintain  the 
firm's  20%  sales  and  earnings-per- 
share  growth  by  buying  out  competi- 
tors with  stock  and  cash,  setting  up 
more  strip-maU  outiets  for  direct  field 
sales  and  selling  the  company's  CD- 
ROMs  from  convenience  and  office 
supply  stores  like  7-Eleven  and  Sta- 
ples. Gupta  built  the  companv  by 
reaching  for  smaller-size  corporate 
customers  ignored  by  data  giants  like 
Dun  &  Bradstreet  (Oct.  25,  1993). 

Started  in  Gupta's  garage  in  1972 
with  SI 00  and  thousands  of  phone 
books,  the  Omaha-based  company  is 
expected  to  earn  S28  million  this  year 
on  $194  million  in  revenue.  Gupta's 
38%  stake  is  worth  about  S260  mil- 
lion. That's  still  short  of  the  S475  mil- 
lion needed  to  make  The  Forbes  Four 
Hundred.  But  if  Dahnke  does  his  job 
weU,  Gupta  should  become  a  member 
fairly  soon. 

Meanwhile,  perhaps  to  help  keep 
Gupta  out  of  Dahnke's  hair,  this 
month  Bill  Clinton  will  appoint 
Gupta  consul  general  to  Bermuda. 
From  that,  one  gathers  that  Gupta 
has  been  generous  with  his  political 
contributions.      -Bruce  Upbin  WU 
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From  muscle  comes  might.  Distribution  strength    Smith RARNFY 

depends  on  relationships.  With  over  3  million  individual  and  100,000  institutional      investment   bank 
clients,  Smith  Barney  finds  interest  where  others  wouldn't  know  to  look. 


They  make  money  the  old-fashioned  way 
They  earn  it.® 


www.smithbarney.com      New  York  •  Chicago  •  Los  Angeles  •  San  Francisco  •  Toronto  •  London  •  Tel  Aviv  •  Tokyo  •  Beijing  •  Hong  Kong         KMemhei of  TravelersGroupi 
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NOW  THAT'S  GOOD  FORM! 
Remember  to  practiD^ 


\  aspects  of  your  game.  Make  consistency  your  goal. 
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A  CPA  CAbJ  MAKE 


THE  DIFFERENCE  BETWEEN 


BEING  RIGHT  ON  TARGET 


OR  BECOMING  ONE. 


I 


In  business,  it's  critical  to  stay  more,  your  CPA  can  help  you 

ahead  of  the  curve.  With  a  wide-  make  all  the  right  moves  at  the 

ranging  expertise  in  strategic  right  time.  And  stay  right  on 

planning,  turn-around  consult-  target.  You  see  numbers, 

ing,  risk  management  and        (  f  |    ^\  )         ^^  ^^^  opportunities. 

THE    CPA.    NEVER     UNDERESTIMATE    THE    VALUED"" 


American  Institute  of  Certified  Public  Accountants.  AICPA  Online  (http: / /www. aicpa.or^) 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


THE  MONSTER'S  DAYS  ARE  NUMBERED 


The  end  will  soon  be  in  sight  for  our  corruptingh'  com- 
plex tax  code.  Last  summer's  budget/tax  abomination 
will  someday  be  seen  as  the  Old  Order's  last  hurrah. 
Support  for  junking  the  current  tax  code  is  growing  and 
will  intensify  in  the  coming  months  as 
people  have  to  cope  with  the  hunciretis  of 
numbing  changes  and  hurdles  the  Clinton 
White  House  and  Congress  cobbled  togeth- 
er. Congressman  Bill  Paxon  (R-N.Y.) 
has  proposed  a  simple  bill:  that  the  entire 
federal  income  tax  code — with  the  excep- 
tion of  Social  Securit}'  and  Medicare — go 
into  the  ash  heap  of  history  on  Dec.  31, 
2000.  Between  now  and  then,  Congress 
must  enact  a  new  code.  Congressman  Steve 
Largent  (R-Okla.)  has  introduced  the  Tax 
Code  Termination  Act,  which  also  abolishes 
the  code  but  takes  the  next  step.  Largent's 
legislation  would  hold  a  new  code  to  these  principles: 
■  Apply  a  low  tax  rate  to  all  taxpayers; 


■  Require  a  supermajority  of  both  the  House  and  Senate 
to  raise  taxes; 

■  Provide  tax  relief  for  working  Americans; 

■  Protect  taxpayers'  rights  and  reduce  collection  abuses; 

■  Eliminate    the    bias    against    savings    and 
investment; 

■  Promote    economic    growth    and    job 
creation. 

Congress  should  also  vote  on  the  Armey- 
Shelby  17%  flat  tax  bill,  which  has  generous 
exemptions  for  adults  and  children,  abolish- 
es levies  on  personal  savings  and  capital  gains, 
and  terminates  death  taxes.  This  plan,  while 
not  as  generous  as  the  one  I've  put  forth, 
would  accomplish  the  goal  of  a  postcard- 
simple  tax  system  that  is  honest,  fair,  pro- 
family  and  progrowth. 

The  Paxon  and  Largent  proposals  will 

help  advance  a  national  debate  of  genuinely  historic 

proportions. 


RAYS  OF  EDUCATION  SUNSHINE 


The  debate  o\^r  the  Clinton-Gore  plan  for  national 
testing  of  grade-schoolers  is  obscuring  some  extraordi- 
narily positive  news  about  how  our  schools  can  be 
improved.  A  Har\ard  Universit)'  evaluation  of  Cleve- 
land's experimental  voucher  program  was  stunningly 
positive.  After  only  one  year,  test  scores  of  participating 
students  were  meaningfully  higher  and  the  students' 
parents  were  over- 
whelmingly satisfied. 

Cle\eland  is  the  site  of 
the  nation's  first  state- 
funded  program  to  give 
low-income  students 
a    genuine    choice    of 

schools,  including  religious  ones.  Kids  from  low-income 
families  receive  vouchers  covering  up  to  90%  of  private  or 
parochial  school  mition  up  to  a  maximum  of  $2,250.  This 
is  about  one-third  of  the  per  pupil  cost  in  the  city's  public 
school  system.  These  youngsters,  by  the  way,  make  up  a 
true  cross  section  of  the  population;  there  was  no  picking 
out  the  best. 

The  experiment  demonstrates  that  when  schools  are 


School  Voucher  Study  Finds  Satisfaction 

Parents  Are  Very  Pleased  and  Pupils'  Year-End  Scores  Are  Higher 


accountable  to  parents,  children  receive  a  sound,  thor- 
ough education.  Cleveland's  experience  corroborates  the 
results  of  a  school-choice  experiment  that  has  been  under 
way  since  1990  in  Milwaukee.  There,  too,  students  par- 
ticipating in  the  program  are  outpacing  their  peers  at 
public  schools.  Parochial  schools  and  a  handful  of  private 
institutions  have  long  demonstrated  that  inner-city  chil- 
dren can  be  well  edu- 
cated at  far  more  rea- 
sonable cost  than  are 
kids  at  government- 
monopoly  schools. 

A  group  of  congres- 
sional Republicans  is 
proposing  a  Cleveland-type  voucher  system  to  allow  chil- 
dren of  low-income  residents  in  Washington,  D.C.  to  attend 
the  school  of  their  choice.  The  District's  schools  are  a 
horror.  They  were  three  weeks  late  in  opening  because  of 
structural  defects  in  school  buildings.  They're  racked  with 
crime  and  gross  mismanagement.  Yet  the  GOP  proposal  is 
meeting  fierce  resistance  fi-om  antieducation  unionists,  prin- 
cipally the  National  Education  Association.  To  tiiese  parties. 


-Nkw  York  Times 
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preserving  self-serving,  monopolistic  power  takes  precedence 
over  the  education  and  welfare  of  young  students.  At  the 
NEA's  behest  last  summer,  the  White  House  insisted  a 
Republican  amendment  be  deleted  from  the  budget  agree- 
ment; the  amendment  would  have  extended  the  newly 
enacted  education  savings  accounts  for  defraying  college 
expenses  to  cover  grades  K-12  as  well.  The  GOP  caved  in. 
The  Clinton-Gore  national  test  proposal,  thankfully 


now  in  trouble,  is  simply  a  step  toward  increasing  Wash- 
ington's role  in  mismanaging  our  schools.  The  tests 
would  effectively  codify  the  kind  of  junk  curriculums  that 
created  the  crisis  in  the  first  place. 

Republicans  should  vigorously  push  their  D.C.  scholar- . 
ship  program  as  well  as  other  pro-voucher  ideas.  Education 
is  too  important — especially  in  the  Information  Age — to  be 
left  to  politically  power-hungr}',  self-serving  union  bosses. 


THE  GRIZZLY  SLAYING 


of  a  young  Arizona  couple  in  their  home  several  weeks 
ago  by  a  band  of  alleged  bounty'  hunters  underscores  the 
need  for  reforms  in  this  area.  Calling  themselves  recov- 
ery agents,  bount)'  hunters  work  for  the  commercial  bail 
bond  industry  to  find  and  arrest  individuals  who  have 
jumped  bail.  Insurers  also  hire  such  agents  to  try  to 
recover  stolen  property'. 

An  obscure   1873  Supreme  Court  decision  gives 


bounty  hunters  extraordinary  powers.  For  example,  in 
most  states,  they  don't  need  a  warrant  to  enter  some- 
one's home.  But  recovery  agents  should  be  bound  by 
the  same  restraints  as  the  police,  particularly  when  it 
comes  to  breaking  into  people's  houses  or  businesses. 
States  should  pass  legislation  requiring  some  sort  of 
licensing  procedure  and  background  checks,  given  the 
deadly  stakes  involved. 


AMERICAN  MILITARY  GENIUS 


Ulysses  S.  Grant:  Soldier  &  President — by  Geoffrc)' 
Perret  (Random  House,  $35).  Superb  biography  of  our 
foremost  Cix'il  War  general.  Its  strength  is  in  chronicling 
and  analyzing  Grant's  military  campaigns.  In 
Vicksburg  and  elsewhere.  Grant  displayed  an 
extraordinary  combination  of  tenacity  and  inno- 
vation. During  the  autumn  of  1863,  Grant  was 
sent  to  Chattanooga  to  take  charge  of  a  besieged 
army  subsisting  on  half  rations.  Within  a  month 
he  had  turned  the  tables  and  routed  the  enem\ 
forces.  Grant  had  an  amazing  capacity  to  picture 
the  whole  batdefield  in  his  mind  and  to  make 
sound  decisions  in  the  midst  of  an  ongoing  bat- 
de's  confiision.  He  quickly  learned  from  mis- 
takes, never  lost  his  cool  and  was  very  attentive  to  detail — 
though  he  was  willing  to  run  extraordinary'  risks. 

Grant  was  far  more  than  a  brilliant  battlefield  com- 
mander. He  created  the  foundation  of  the  modern  Amer- 
ican army,  emphasizing  a  strategy  of  maximum  firepower 
with  maximum  mobility,  making  possible  the  wide  envel- 
opment of  the  enemy.  "Grant  did  not  invent  the  idea  of 
converging  columns,  or  pincer  movements  as  they  are 
sometimes  called.  He  [reinvented]  them  to  suit  American 
needs  and  capabilities. 


more  balanced  than  most,  seems  hurried  in  comparison 
with  its  focus  on  the  Civil  War.  But  Perret  hits  his  stride 
again  in  recounting  Grant's  heroic  end.  Disgraced  by 
financial  failure  and  suffering  from  terminal 
cancer,  Grant  rapidly  wrote  his  memoirs,  fin- 
ishing the  final  proofs  just  before  his  last  breath. 
The  book  became  a  masterpiece,  comparable  to 
Juhus  Caesar's  classic  account  of  his  Gallic  cam- 
paigns. Perret  understands  the  problem  poster- 
ity and  Grant's  contemporaries  had:  Taciturn, 
slouching,  often  disheveled.  Grant  didn't  come 
across  as  heroic  and  brilliant.  But  Ulysses  S. 
Grant  remains  a  monumental  example  of  how 
deceptive  appearances  can  be. 
Excerpt:  From  Napoleon,  Grant  moved  on  to  analyze  the 
campaigns  of  Frederick  the  Great,  and  the  more  he  talked, 
the  farther  back  he  went,  concluding  with  the  campaigns  of 
Julius  Caesar.  It  poured  out  of  him,  hour  after  hour,  this 
battle,  that  general,  the  shifting  nature  of  warfare,  the  evo- 
lution of  tactics,  the  development  of  weapons.  Grant's 
understanding  of  the  art  of  war  was  at  last  explained,  and 
he  revealed  it  not  to  Sherman  or  Sheridan,  not  to  a  class  of 
awestruck  West  Point  cadets,  but  to  a  civilian,  in  the  mid- 
dle of  the  ni^ht,  aboard  a  steamship  bobbing  far  out  at  sea, 


The  book's  treatment  of  Grant's  presidency,  albeit      like  a  man  conveying  a  secret. 

RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FoRBES  eatery  experts  Jeff  Cunnin/fham  and  Tom  Jones. 


Fantino— 112  Central  Park  South  (Tel.:  664-7700). 
The  food  is  consistently  delicious  and  innovative.  Some 
highlights:  porcini  mushroom  soup;  five-spice  duckling 
with  Sicilian  oranges,  figs,  apples  and  papaya;  osso  bucco 
with  cranberry  risotto  and  roasted  root  vegetables. 
Desserts  put  a  smile  on  your  face. 

•  Gascogne — 158  Eighth  Ave.,  near  18th  St.  (Tel.: 
675-6564).  Cozy,  charming,  very  French  little  restaurant 
in  Chelsea,  with  an  inviting  courtyard  garden  and  an 
extraordinary  array  of  Armagnacs. 

•  Azure^-484  Amsterdam  Ave.,  near  83rd  St.  (Tel.: 
721-1000).  Clearly  the  product  of  a  lot  of  hard  work  and 


love,  this  has  an  ambience  that  speaks  of  "discovery." 
Azure  does  produce  some  wonderftil  food  but  apparent- 
ly can't  cope  with  its  success.  The  service  is  excruciating- 
ly slow  and  inept.  Food  that  should  arrive  hot  comes  out 
tepid  or  even  cold. 

•  Second  Avenue  Kosher  Deli — 156  Second  Ave.,  at 
10th  St.  (Tel.:  677-0606).  No  lines,  as  at  the  Carnegie  or 
Seventh  Avenue  Deli  tourist  traps.  No  glitz;  just  plain  folk 
eating  die  kind  of  kosher  deli  food  endemic  to  the  Louer 
East  Side.  Sandwiches  come  in  one  size — huge.  Potato  pan- 
cakes are  crisp,  but  soft  and  creamy  inside.  No  dairy  served. 
Try  the  chocolate  cake  made  with  water;  it  is  terrific.      ^M 
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How  to  do  an  expense  report 
with  your  eyes  closed,  ym 


It's  simple  when  the  same  integrated  system  that  plans  and  pays 
for  a  trip  helps  organize  your  expenses.  Overnight. 

Introducing  RoundTrip  Services'"  @  American  Express.  Each  night,  charges  are  gathered  and  sorted  for  e-mail  access 
and  easy  updating  using  Expense  Manager  It's  the  only  way  to  integrate  expense  management  with  travel  booking  using 
AXI  (American  Express  Interactive)  — all  within  company  policy.  And  if  plans  unravel?  A  dedicated  service  representative  is 
just  a  phone  call  away.  Call  1800AXP1200to  discover  how  RoundTrip  Services  is  a  better  way  to  help  your  business  do  more. 


do  more 


www.AmericanExpress.com/CorporateServices 


Corporate 
Services 


Cherries  in  winter, 
peaches  in  spring.  It's 
not  the  weather  that's 
changed,  it's  the 
paci^aging. 


Every  day.  at  36.000  feet,  a  global 
exchange  of  sorts  takes  place. 
Millions  of  freshly  picked  items  crisscross 
the  globe,  many  of  them  gently  nestled  ir 
packaging's  version  of  a  first-class  seat^ 
a  carton  or  container  designed  by 
International  Paper. 
Chilean  grapes  land  in  Marseilles. 
California  melons  touch  down  in  Warsaw. 
Tuscan  tomatoes  arrive  in  Kyoto. 
What  helps  them  survive  the  trip? 
Package  design  that  anticipates  reality: 
temperature  swings,  humidity,  jostling, 
customs  delays,  curious  spiders  and  the 
occasional  1 5-foot  plunge  from  a  cargo 
ship's  hoist. 

Packaging  also  has  to  be  specific. 
Frozen  chicken,  fresh  juice,  fine  china  — 
each  poses  a  very  different  challenge. 
Last  year  alone,  our  engineers  designed 
over  44.000  distinct  kinds  of  packaging 
for  businesses  all  over  the  world.  And  ir 
a  lab  where  we  mimic  the  rigors  of  globa 
travel,  our  packages  are  tested  until  the> 
reveal  their  every  strength  and  weakness 
We  do  it  for  our  customers,  and  for  all  of 
you  who  crave  fresh,  unbruised  cherries 
in  midwinter. 


INTERNATIONAL^)  PAPEF 

We  answer  to  the  world. 

w\\A\. ipaper.com 


Other  Comments 


Precious 

[A]  Cartier  moment  from  the 
Metropolitan  Museum  of  Art  show, 
which  closed  Aug.  3:  A  well-appoint- 
ed woman  says  to  her  teenage  daugh- 
ter, "These  pieces  were  made  when 
$1  million  bought  something!" 
-Kate  Frank  Cohen,  New  York  Times 

Heads  or  Tails,  Tou  Lose 

The  absurd  IRS  penalty  process 
fined  one  taxpayer  $155.27  for 
underpaying  his  taxes  by  one  cent. 

The  IRS  attempted  to  fine  a  com- 
pany $46,806.37  for  an  alleged 
underpayment  often  cents. 

How  about  an  IRS  raid  on  a  daycare 
center?  Agents  reflised  to  release  chil- 
dren until  the  parents  signed  papers 
agreeing  to  pay  the  government. 

It  isn't  that  the  IRS  is  full  of  tax- 
collecting  storm  troopers  out  to  tram- 
ple citizens'  rights.  The  real  problem 
is  that  the  tax  law  has  become  so  arbi- 
trary and  incomprehensible  that  not 
even  the  government  agents  enforc- 
ing it  can  make  heads  or  tails  of  it. 
-Daniel  J.  Mitchell,  Heritage 
Foundation,  Why  America  Needs 
a  Tax  Cut 

Vouch  for  Reform 

The  inner-cit\'  education  system 
serves  very  well  the  adults  in  the  sys- 
tem— the  managers,  bureaucrats, 
principals  and  teachers.  But  for  the 
children  it  is  an  abysmal  failure. 

At  public  school,  no  one  can  say,  "I 
am  here  because  I  chose  to  be."  Their 
presence  was  decreed  by  the  system.  At 


private  schools  each  person  must  say, 
"I  am  here  because  I  chose  to  be;  only 
I  am  responsible  for  my  being  here." 

Vouchers,  by  introducing  compe- 
tition, would  save  the  public  school 
system.  When  enough  children  are 
given  an  opportunity  to  leave 
because  the  system  does  not  meet 
their  needs,  it  will  reform  itself 
-Peter  M.  Flanigan,  foimder  of 
the  Student/Sponsor  Partnership 


I've  always  felt  an  affection  for 
money.  Without  it  I  am  insecure;  it 
gives  me  pow^er  and  independence, 
for  I  do  not  seek  luxury.  I  fear  re- 
linquishing even  a  small  amount  of 
it.  For  then  my  power  would  di- 
minish, I  would  lose  more  money 
in  consequence,  and  more  power, 
and  so  on  until  nothing  was  left. 
-Absolution^ 
by  Olafur  Johann  Olafsson 

Potential  Hot  Potato 

Better  than  four  of  five  American 
voters  would  not  continue  the  $100 
million  a  year  American  taxpayers  give 
to  the  Palestinians.  If  voter  opinion 
was  critical  of  the  Palestinians'  lack  of 
effort  to  stop  terrorism  and  violence,  it 
is  nearly  unanimous  against  American 
foreign  aid  to  Yasir  Arafat's  Palestin- 
ians. With  the  size  of  public  opinion 
against  this  expenditure  and  the  heat- 
ed debate  over  the  federal  budget,  if  a 
congressional  candidate  were  to  be 
attacked  for  voting   for   aid   to   the 
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"Personally,  I  liked  this  roller  co  ister  a  lot  better  before 
the  Federal  Reserve  Boart  got  hold  of  it." 


Palestinian    Authorit)^,    this    would 
become  a  major  election  year  liabiiity. 
-John  McLaughlin,  pollster, 
Middle  East  Quarterly 

Supreme  Ego 

[SEt^ATOR  Charles]  Sumner  treated 
politics  not  as  the  art  of  the  possible  but 
as  the  pursuit  of  perfection,  and  damn 
the  cost.  He  was  extravagantiy  admired 
and  just  as  bitterly  hated.  After  Grant 
was  elected  and  someone  solemnly 
informed  him  that  Senator  Sumner  had 
no  faith  in  the  Bible,  Grant  replied 
droOy,  "WeU,  he  didn't  write  it." 
-Geoffrey  Perret,  Ulysses  S.  Grant: 
Soldier  &  President 

Rich  Diet 

"Your  weight,"  Melvin  Simon  of 
IndianapoUs  told  me,  "very  direcdy 
has  a  lot  to  do  with  your  energy." 

He  has  only  fi-uit  for  breakfast.  At 
dinner  he  permits  himself  only  one 
"concentrated  food."  For  example,  if 
he  has  meat  he  won't  touch  potatoes. 
"If  I  want  something  sweet  I'll  wait 
three  hours  after  my  meal."  This  was 
a  man  worth  a  quarter  billion  dollars 
talking  about  food,  a  major  source  of 
pleasure  to  most  people.  He  spoke  of 
food  primarily  as  a  fodder 
-Vance  Packard,  The  Ultra  Rich 

Overrated 

Did  you  know  that  Bill  Clinton  has 
been  ranked  the  2  3rd- best  president 
in  American  history?  Right  behind 
George  Bush,  ranked  22nd,  but  ahead 
of  Ronald  Reagan,  ranked  26th. 

So  says  Rating  the  Presidents,  by 
William  J.  Ridings  Jr.  and  Stuart  B. 
Mcjver  Carter  ranked  19th,  ahead  of 
Reagan  and  Bush.  Only  three  Repub- 
licans— Lincoln,  Theodore  Roosevelt 
and  Eisenhower — ranked  in  the  top  15. 

R.  Emmett  Tyrrell  is  out  with  a 
presidential  biography  in  which  he 
rates  [Clinton]  "one  of  the  worst 
presidents  of  the  century." 

The    rating   game:   Whether   the 
subject  is  basketball  or  the  presiden- 
cy, Americans  love  to  play  it — if  only 
for  the  arguments  it  starts. 
-Victor  Gold,  Washin^tonian    ^ 


32 


Forbes  400  ■  October  13,  1997 


IV«-V>. 


How  did  one  of  the  most 
suc^ssful  men  in  the  world 
get  that  way? 


There  may  be  no  one  in  me  world 
who  understands  the  value  of  a  good 
investment  better  than  Warren  BufFett. 
His  gift  for  dear  analysis  has  made  him 
one  of  the  most  successful  investors 
of  all  time. 

"Berkshire  Hathaway  owns  a  jet.  It 
more  than  pays  for  itself.  That's  why 
I  recently  changed  its  name  from  'The 
Indefensible' to  'The  Indispensable.' 

But  Berkshire's  plane  is  for  business 
purposes.  For  my  family,  I  bought  a  if/o 
interest  in  Executive  Jet's  Netjets 
program.  And  do  they  love  it!  Both  the 
service  and  the  pilots  of  Executive  jet 
are  absolutely  first  class.  My  wife,  Susie, 
came  up  with  the  name  for  this  plane, 
'The  Richly  Deserved.'" 

Executive  Jet  is  the  world  leader  in 
fractional  jet  ownership  providing  the 
largest  fleet,  the  best  aircraft  and 
unparalleled  service.  Facts  that  have 
impressed  business  leaders  like 
Warren  BufFett.  Why  not  join  him? 
Call  today  and  find  out  how  easy  and 
affordable  the  uhimate  in  personal 
transportation  can  be.  i-8oo-82i-2299. 


Warren  BufFett 


Judge  a  company  by  the  customers  it  keeps.      EXGCUtlVCjGt 
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The  AMD-K6 "  MMX™  Enhanced  Processor 


What  you  kept 
was  your  power. 


You're  pursuing  the  entrepreneur's  dream. 
You  have  the  idea.  The  right  partners.  And  a 
world  of  stiff  competition.  What  your  start-up 
needs,  then,  is  a  head  start.  The  AMD-K6™ 
MMX'"  Enhanced  Processor  is  a  smarter 
choice  than  the  Pentium"^  II  Processor  for 
running  Microsoft  Windows'-based  PCs. 
Consider  the  facts:  It's  amazingly  fast.  With 
MMX™  instructions,  it  puts  a  powerful  new 
generation  of  multimedia  sound,  video, 
color  and  graphics  at  your  fingertips.  And 
does  it  all  more  affordably  Just  what  you'd 
expect  from  AMD.  After  all,  we  have  some 
pretty  stiff  competition  too.  Visit  our  website. 

AMD^ 

www.amd.com 
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WE  CAN  TREAT 


Europci^  S  ( 

LIKE  it's  next  door/'    % 

With  Global  Priority 
MaiF"  from  your  U.S. 
Postal  Service,  you  get 
fast,  reliable  service  to 
over  30  countries  at  a  small  fraction  of  the 
price  other  companies  charge  for  overnight 
delivery.  Think  of  it  as  maximum  impact  for  a 
minimum  investment.  For  more  information, 
visit  us  at  http://www.uspsglobal.com  or  call 
us  at:  1-800-THE-USPS  x2062. 
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Commentaiy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


HONG  KONG  IS  NOT  TAIWAN 


Most  of  the  reports  from  Hong  Kong  since  China 
took  it  over  on  July  1  have  been  optimistic.  Investment 
is  still  pouring  in,  profits  are  being  made,  and  a  signifi- 
cant pro-democracy  cHemonstration  was  not  clubbed 
down.  Of  course,  the  popularly  elected  legislative  body 
was  abolished,  as  China  said  it  would  be. 

Hong  Kong's  new  chief  executive,  Tung  Chee  Hwa, 
appointed  by  Beijing,  was  in  the  U.S.  recently,  emphasiz- 
ing these  points.  His  trip  was  described  as  an  official 
gootlwill  mission,  and  it  clearly  was  intended  to  reassure 
American  and  other  in\estors  that  Hong  Kong  would 
continue  to  be  a  good  place  for  in- 
vestment and  that  democracy — if  not 
quite  there  yet — would  be  coming. 
Mr.  Tung  explained  carefiilly  that 
while  the  Legislative  Council  elected 
by  the  people  of  Hong  Kong  had 
been  abolished,  the  Provisional 
Council  has  some  elected  members, 
and  their  number  will  grow — though 
never  to  a  majority.  Half  of  the  60- 
seat  body  will  be  appointed,  repre- 
senting corporations,  associations, 
labor  and  other  groups  (all  faindy 
reminiscent  of  Mussolini's  "corporate 
state"),  another  10  will  be  picked  by  an  electoral  college. 

Mr.  Tung  handled  this  trip  well.  He  is  reasonable, 
articulate  and  a  very  smart  and  successft.il  businessman. 
He  is  good  at  being  reassuring.  One  of  his  goals — and 
one  of  the  reasons  for  China's  forbearance  thus  far — is  to 
demonstrate  that  because  Communist  China  can  run 
capitalist  Hong  Kong  in  this  way,  it  could  and  should 
have  our  support  in  running  capitalist  Taiwan  as  well. 

The  mainland  will  continue  to  press  its  claim  to  Taiwan, 
and  there  will  undoubtedly  be  voices  from  the  appease- 
ment tactions  of  the  Clinton  Administration  urging  accep- 
tance of  this.  If  Mr  Clinton  accepts  the  advice  of  these 
appeasers  "in  the  interest  of  better  relations  with  China," 
or  for  any  other  such  excuse,  it  will  be  the  worst  mistake  in 
this  Administration's  long  and  dismal  list  of  policy  errors. 

Taiwan  is  not  Hong  Kong.  Taiwan's  21  million  people 
freely  elect  their  leaders  and  choose  their  type  of  govern- 
ment. It  is  a  true  democraq',  with  freedom  of  the  press  and 
freedom  of  religion,  in  addition  to  its  having  free  elections. 


Chief  Executive  Tung  Chee  Hwa: 

Pitching  his  vision  to  an  American  audience 


Relations  between  Taiwan  and  the  U.S.  are  governed 
by  a  specific  U.S.  law,  the  Taiwan  Relations  Act,  which 
requires  us  to  "make  available  to  Taiwan  such  defense 
articles  and  defense  services"  as  to  enable  it  "to  maintain 
a  sufficient  self-defense  capability."  The  Act  also  states 
that  we  would  consider  "any  effort  to  determine  the 
fijture  of  Taiwan  by  other  than  peacefiil  means  ...  a 
threat  to  the  peace  and  security  of  the  Western  Pacific 
area  and  of  grave  concern  to  the  United  States." 

In  1996,  when  China  fired  missiles  into  the  territorial 
waters  of  Taiwan,  we  responded  by  sending  two  aircraft  car- 
rier battie  groups  led  by  tiie  U.S.S. 
Independence  and  the  U.S.S.  Nimitz  to 
the  area.  The  slightest  suggestion  that 
we  would  not  take  similar  action 
should  there  be  anotiier  threat  of  force 
would  do  more  than  anything  else  to 
encourage  such  an  attack.  Any  state- 
ment by  tiie  U.S.  tiiat  could  be  con- 
strued as  saying  tiiat  we  would  acqui- 
esce in  such  a  move  would  lead  very 
quickly  either  to  our  acceptance  of 
China's  illegal  domination  of  Taiwan — 
and  thence  the  Western  Pacific — or  to 
a  very  bloody  war  between  China  and 
a  U.S.  forced  finally  to  defend  Taiwan  after  encouraging 
China  to  think  it  could  retake  that  island  with  impunity. 

Look  at  the  Lessons  of  History 

World  War  II:  History's  bloodiest  war  was  launched 
because  Hitler  was  sure  he  would  face  no  resistance. 

Korea:  The  North  was  encouraged  to  attack  the  South 
because,  according  to  Dean  Acheson,  our  then -Secretary  of 
State,  Korea  was  not  within  the  perimeter  of  our  concern. 

Serbia:  When  a  country  is  allowed  to  commit  brutal 
aggression  against  other  countries  and  peoples,  as  Serbia 
was  allowed  to  do  for  nearly  four  years,  that  rogue  bel- 
ligerant  will  continue  to  use  aggression. 

We  cannot  afford,  nor  should  we  tolerate,  any  hostile 
acts  against  Taiwan,  rationalized  away  on  the  grounds 
that  Taiwan  is  "just  like  Hong  Kong" — or  any  other 
such  specious  argument.  The  more  China  understands 
that  we  will  not  stand  idly  by,  the  less  likely  it  is  that  any 
such  attack  will  ever  take  place.  ^M 
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Forbes 


Success  has  many  ingredients,  of  whicli  luck  is  one  of  the  most  important. 
Witness  the  careers  of  Joe  DiMaggio  and  Warren  Buffett. 

Want  to  get  Hch^ 

Don't  get 

bom  in  Afghanistan 


By  Dan  Seligman 

Here  is  a  thought  experiment. 
You  are  a  Martian  gazing  bemusedly 
at  planet  Earth.  Imagine  that  your 
secretive  but  highly  advanced  civi- 
lization has  been  keeping  track  of 
Earth's  population,  now  5.9  billion. 
Imagine  also  that  you  suddenly 
decide  to  figure  out  which  country 
on  Earth  is  the  best  place  to  live.  By 
"best"  you  mean  the  one  offering  the 
optimal  mix  of  fun,  freedom  and 
security.  The  processors  implanted  in 
your  dome  whir  only  briefly,  instant- 
ly ruling  out  the  Chads  and  Afghan- 
istans  and  telling  you  in  several  mil- 
liseconds that  the  answer  must  be  the 
U.S.  because  (a)  the  traders  move 
into  Yankee  dollars  and  Swiss  francs 
any  time  things  get  scary  on  the 
planet,  and  (b)  Switzerland  is  so 
boring. 

Next  question:  Of  the  268  million 
people  residing  in  the  planet's  best 
country,  which  ones  are  best  off?  The 
answer,  served  up  this  time  in 
microseconds,  is  The  Forbes  Four 
Hundred.  Or  did  you  see  that 
coming,  and  already  have  it  worked 
out  that  the  group  comprises  the 
best-off  .0001%  of  Americans  and 
.000007%  of  all  earthlings? 

I  personally  am  not  listed  among 
The  Four  Hundred,  but  I  have  had 
direct  and  indirect  contact  with  a 
number  of  the  folks  who  keep 
making  it  and  always  come  away  with 
the  sense  that  there  is  something 
quite  magical  about  having  huge 
amounts  of  money.  To  be  utterly 
insouciant  about  living  costs  and 
poker  debts — how  neat. 
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I  have  for  many  years  been  hosting 
a  poker  game  wherein  the  stakes 
make  it  possible  for  participants  to 
suffer  seriously  if  they  have  a  bad 
night.  Our  practice  is  to  settle  up, 
with  cash  or  checks,  at  the  evening's 
end.  A  while  back,  one  of  our  players 
(name  not  mentionable)  mentioned 
that  he  had  been  invited  into  anoth- 
er game,  this  one  run  by  a  chap  on 
the  present  Forbes  list  (name  even 
less  mentionable),  where  the  win -loss 
potentials  are,  not  surprisingly,  far 
greater. 

Playing  nervously  and  conserva- 
tively, which  arguably  comes  to  the 
same  thing,  our  man  ended  up  win- 
ning a  significant  four-figure  amount 
from  the  host.  At  that  point  he  dis- 
covered that  the  host  does  not  settle 
then  and  there  but  instead  tells  you 
to  call  his  secretary. 

So  my  chap  called  the  next  day, 
and  the  secretary  asked  him  how 
large  a  check  he  needed.  On  a  sudden 
mischievous  impulse,  he  mentioned 
an  amount  ten  times  his  actual  win- 
nings and  waited  to  see  what  would 
happen.  What  happened  was  noth- 
ing— or,  rather,  nothing  but:  "Do 
you  want  that  sent  to  your  home  or 
your  office?"  At  which  point  he  con- 
fessed to  being  whimsical  and  stated 
the  correct  amount,  which  he  ulti- 
mately got. 

Or  don't  you  find  that  magical." 

Our  dieme  here  is  that  The  Forbes 
Four  Hundred  arc  about  as  lucky  a 
group  of  people  as  one  can  find  in 
the  world.  Assuming  luck  to  be  nor- 
mally distributed,  they  arc  about  as 


far  off  on  the  right  tail  of  the  curve  as 
you  can  possibly  get.  As  Bill  Gates 
once  observed,  picking  up  on  the 
famous  metaphor  from  chaos  theory, 
"Some  butterfly  did  the  right  thing 
for  me." 

The  Four  Hundred  group  is  lucky 
in  several  ways:  First,  because  most 
of  its  members  are  blessed  with  high 
ability.  Second,  because  abilit}'  trans- 
lates into  wealth  more  readily  in 
America  than  it  does  abroad.  Third, 
because  wealth  is  actually  popular, 
or  at  least  not  too  unpopular,  in  the 
U.S.  Fourth,  because  even  folks  who 
are  gifted,  and  did  it  all  themselves, 
cannot  possibly  end  up  with  a  net 
worth  of  $475  million  (the  cutoff 
on  this  year's  list)  without  having 
won  some  huge  crapshoots  along 
the  way.  We  consider  these  points 
seriatim. 

As  to  the  high  abilit\'  of  The  Four 
Hundred,  begin  with  the  grudgingly 
but  now  broadly  accepted  fact  that 
rich  people  tend  to  be  smarter  than 
poor  people.  There  are  endless  argu- 
ments about  whether  intelligence  is 
more  affected  by  one's  genes  or  one's 
environment,  but  for  present  purpos- 
es it  really  doesn't  matter:  Either  way, 
you're  lucky  to  have  it,  and  either 
way,  the  rich  have  more  of  it. 

In  The  Bell  Curve,  Charles  Murray 
and  the  late  Richard  Herrnstein 
describe  a  "cognitive  elite"  that  is 
also  an  economic  elite.  They  elabo- 
rate a  process  in  which,  as  the  tech- 
nological frontiers  become  more 
complex,  high  intelligence  is  increas- 
ingly a  requirement  for  admission  to 
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managerial  positions.  They  estimate 
that  something  like  5  million  Ameri- 
cans with  iQs  over  120  (meaning 
they  are  in  the  top  10%)  are  now  out 
there  in  the  business  world — the 
world  from  which  The  Four  Hun- 
dred are  drawn. 

Other  analysts,  including  some 
who  have  lengthily  quarreled  with 
The  Bell  Curve,  also  keep  coming 
back  to  IQ  when  they  attempt  to 
delineate  the  new  American  elite.  A 
1995  Newsweek  cover  story,  which 
somewhat  sarcastically  labeled  today's 
top  dogs  "the  overclass,"  noted  that 
various  attempts  to  describe  it  all 
came  down  to  IQ. 

It  seems  marvelously  symbolic  that 
William  H.  Gates  III,  the  guy  listed 
as  number  one  on  The  Four  Hun- 
dred, has  an  obviously  breathtaking 
IQ.  The  figure  170  keeps  getting  into 
print,  which  would  make  him  almost 
certainly  the  highest  on  this  list  or 
any  other  list  you're  likely  to  be  look- 
ing at  soon.  To  be  sure,  one  occa- 


About  5  million 
Americans  with  IQs 
over  120  are  now 
out  there  in  the 
business  world— 
the  world  from  which 
The  Forbes  Four 
Hundred  is  drawn. 


sionally  sees  conjectures  that  Steven 
Ballmer,  Microsoft's  executive  vice 
president,  worldwide  sales  and  sup- 
port, is  in  the  same  IQ  league  as  Bill 
himself  Ballmer  is  number  six  among 
The  Four  Hundred.  It  also  seems 
symbolic  of  the  new  order  that  their 
company  has  made  IQ  a  public  and 
explicit  criterion  for  hires  of  senior 
personnel. 

Anyhow,  it  seems  reasonable  to 
view    The     Four    Hundred    as    a 


subset — an  especially  lucky  subset — 
of  the  emerging  cognitive  elite. 

The  Four  Hundred  are  clearly 
lucky  to  be  Americans.  Folks  who  are 
rich,  or  capable  of  becoming  rich,, 
have  opportunities  in  this  country 
that  seem  unimaginable  elsewhere. 
No  ajnount  of  IQ  would  have  enabled 
Bill  Gates  to  create  a  Microsoft  in 
overregulated,  overtaxed  Western 
Europe,  where  the  French  electorate 
is  the  latest  to  vote  heavily  against 
modern  economics. 

I  recently  asked  Warren  Buffett, 
Gates'  principal  pursuer  on  the  list, 
whether  he  felt  he  had  been  especial- 
ly lucky  in  life.  His  answer  was  some- 
what complex  (see  below  for  more 
details)  and  alluded  to  various  good 
and  bad  breaks  he'd  had  along  the 
way,  but  it  included  the  statement 
that  everything  began  with  being  an 
American. 

On  many  different  grounds,  the 
U.S.  is  an  especially  good  place  to  live 
if  you're  rich.  It  is,  for  openers,  the 
place  where  capital  feels  safest.  Bad 
news  almost  anyplace  leaves  the 
financial  markets  gravitating  toward 
doUar-denominated  assets.  There  is  a 
rumor  about  Saddam  Hussein's 
nuclear  program,  and  the  dollar 
strengthens.  France  votes  Socialist  in 
June,  and  the  dollar  strengthens.  The 
Nexis  database  contains  500  articles 
wherein  "safe  harbor"  appears  within 
30  words  of  "dollar."  Okay,  some  of 
them  are  about  the  Singapore  dollar 
and  other  matters. 

But  Americans  have  lives  of  secu- 
rity unimaginable  to  rich  folks  who 
live  elsewhere.  They  do  not  have  to 
worry  about  exchange  controls  and 
sudden  currency  devaluations.  Give 
or  take  some  arguments  about  the 
"takings"  clause  of  the  Constitution, 
also  a  few  dreadful  court  decisions 
about  owners  of  property  deemed 
"wetlands,"  Americans  do  not  gen- 
erally worry  about  expropriations. 
Quite  a  few  of  them  have  their 
addresses  and  residential  phone 
numbers  listed  in  public  directories. 
They  may  get  mugged  on  city 
streets,  just  like  the  middle  class,  but 
they  do  not  generally  worry  about 
being  kidnapped. 

The  American  rich  are  also  unique- 
ly blessed  in  the  way  they  are  per- 
ceived bv  the  American  middle  class. 
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In  most  of  the  democratic  world  the 
middle  class  still  responds  powerhilly 
to  the  politics  of  emy.  In  the  U.S.  it 
still  has  plenU'  of  practitioners,  some 
of  them  in  the  House  of  Representa- 
tives minority-  leadership,  where  guys 
like  Dick  Gepharcit  reach  regularly  for 
applause  lines  like:  "FU  be  damned  if 
I  am  going  to  let  a  band  of  supply- 
side  extremists  destroy  our  middle 
class  to  pay  for  tax  cuts  for  the 
wealthy." 

But  the  politics  of  envy  has  always 
been  weaker  in  America,  if  only 
because  so  many  members  of  the 
middle  class  see  themselves  as  poten- 
tially rich.  Despite  Gephardt's  efforts, 
taxes  do  sometimes  get  cut  in  this 
country,  and  U.S.  marginal  tax  rates 
are  nowhere  near  those  in  other 
democracies.  The  top  rate  in  Japan  is 
65%,  in  England  and  Canada  55%,  in 
France  and  Germany  53%.  Except  for 
some  stuck  with  wildly  avaricious  local 
governments  (New  York  Cit\'  comes 
to  mind),  the  richest  Americans  get 
nowhere  near  these  rates. 

Americans  have  high  estate  taxes  to 
worry  about,  but  they  at  least  do  not 
have  annual  wealth  taxes — a  standard 
feature  of  the  codes  in  Germany, 
Sweden,  Switzerland  and  eight  other 
European  countries  (all  of  which  have 
estate  taxes  too). 

.\n  arresting  detail  about  very  rich 
Americans  is  that  they  tend  to  be 
rather  famous.  A  certain  amount  of 
celebrity  comes  naturally  with  the 
big  bucks. 

Here  the  American  rich  are  clearly 
differentiated  from  their  counterparts 
abroad,  who  sense  the  envy  and  hos- 
tility in  the  air  and  prudently  assume 
that  lying  low  is  their  best  bet.  To  be 
sure,  it  is  easier  to  stay  out  of  sight 
when  financial  disclosure  standards 
are  less  burdensome  than  those  put 
up  by  the  sec. 

In  quantifying  the  fame  of  Forbes 
listees,  our  yardstick  will  be  the  num- 
ber of  articles  in  the  Nexis  database 
that  have  mentioned  a  person  this 
year  (through  Sept.  22).  On  this  mea- 
sure the  most  famous  currently  is 
Rupert  Murdoch,  with  9,346  cita- 
tions. Second  is  Gates,  who  gets 
quoted  on  everything  from  the  Inter- 
net to  most-favored-nation  status  for 
China  (he  believes  in  both)  and  was 
mentioned  in  7,580  articles.  Othe/ 


Do  you  know  your  400? 


Xi  Who  ranked  number  one 
on  the  inaugural  Forbes  400 
list  of  the  richest  Americans 
back  in  September  1982? 


These  questions  are  taken  from  a 
pop  quiz  about  Tlie  Forbes  Four 
Hundred  on  www.forbes.com.  Log 
on  and  test  your  knowledge.  An- 
swers will  be  posted  on  the  Web 
site  when  winners  are  determined. 


'  ^  A.  Daniel  Keith  Ludwig 


® 


B.  Gordon  Peter  Getty 

C.  Lamar  Hunt 

D.  David  Rockefeller 


A I  Which  of  these  individ- 
uals did  not  qualifv  for  the 
1982  Forbes  400?  ' 
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A.  Sam  M.  Walton 


B.  Henry  Ford  11 


C.  H.  Ross  Perot 


D.  Ted  Turner 


wi  Who  holds  the  record  of 
the  highest  number  of  con- 
secutive first-place  finishes  on 
the  Forbes  400  for  the  15 
years  from  1982  to  1996? 

^M  A.  Bill  Gates 

Sp^  B.  Sam  WaHon 

mLl  C.  Warren  Buffett 

r  ^  D.  John  Kluge 


*?■  Who  was  the  first 
member  of  the  Forbes  Top 
40  ranking  of  the  highest- 
paid  entertainers  to  qualify 
for  the  Forbes  400? 


A.  Steven  Spielberg 
(C 'J&  B.  George  Lucas 
^S  C.  Bill  Cosby 
^^  D.  Oprah  Winfrey 


wi  How  many 
billionaires  topped 
the  1982  Forbes 
400?  How  many 
led  the  1996  list 
14  years  later?  Pick 
the  right  pair  of 
answers  from  this 
group. 
A. (13, 135) 
B.  (18, 125) 
C. (33, 130) 
D.  (28, 140) 


Oi  As  Forbes 
said  in  1990, 
"Instead  of  a 
fixed  rich  class, 
there  is  constant 
flux.  As  old 
money  gets  dis- 
persed in  later 
generations,  new 
money  pushes  it 
aside."  What  per- 
centage of  the 
original  1982 
Forbes  400  failed 
to  make  the  1991 
list? 

A.  almost  40% 

B.  almost  50% 

C.  almost  60% 

D.  almost  70% 


I  ■  What  year  did 
the  total  net  worth 
of  all  the  Forbes 
400         members 
exceed  $100  bil- 
lion  for  the   first 
time? 
A.  1982 
B. 1983 
C. 1984 
D.  1985 


8i  On  the  1992  Forbes 
400,  21  members  of  the  list 
owned  30%  or  more  of  at 
least  one  major  professional 
sports  team.  Which  one  of 
the  following  4  Forbes  400 
members  owned  100%  of 
two  sports  teams  in  1992? 
■«  > 
(^b  A.  Gene  Autry 

(^^  B.  Jack  Kent  Cooke 

^^  C.  Michael  Hitch 

D.  Ted  Turner 


5li  Which  of  the  following 
notorious  characters  has 
never  qualified  for  the  Forbes 
400? 


in  A.  Marc  Rich 
i^M  B.  Robert  Vesco 
C.  Meyer  Lansky 


D.  John  Gotti 


^«  E.  Pincus  (Pinky) 
^^      Green 

lOi  In  the  1995  Forbes 
400,  Forbes  predicted  that 
this  member  of  the  Forbes 
400  could  well  become 
America's  first  black  billion- 


aire. 


% 

^ 
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A.  Bill  Cosby 

B.  Michael  Jordan 
'>  C.  Oprah  Winfrey 

.  Michael  Jackson 
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sightings  of  possible  interest:  George 
Soros,  3,157  articles.  Ted  Turner, 
4,799.  Oprah  Winfrey,  6,765. 
Donald  Trump,  3,234.  Ross  Perot, 
3,688.  Warren  Buffett,  1,790  articles, 
in  59  of  which  his  name  appears 
within  30  words  of  "legendary 
investor." 

It  is  clear  that  some  folks  on  the  list 
make  a  point  of  avoiding  publicity'. 

This  would  clearly  be  true  of  Jim 
C.  Walton,  a  Wal-Mart  heir  who 
runs  an  Arkansas  bank  holding  com- 
pany and  is  mentioned  in  only  two 
articles  (one  of  which  notes  that  he 
avoids  interviews).  It  is  also  clear 
that  some  high-ranking  citationees 
are  up  there  because  they  seek  and 
wallow  in  publicity.  Donald  Trump 
seems  infinitely  eager  to  have  the 
world  know  all  about  him,  even 
down  to  details  of  his  and  Maria's 
prenuptial  agreement  (mentioned  in 
182  of  his  articles). 

But  most  of  the  folks  on  the  list  are 
getting  mentioned  in  all  those  arti- 
cles— the  median  number  is  a  shade 
over  50 — because  their  business  deals 
and  charitable  giving  and  political 
contributions  seem  genuinely  impor- 
tant to  the  media;  also  because  in  the 
American  context  the  listees  feel 
comfortable  going  along  with  all  the 
media  coverage.  F,\en  when  they  arc 
not  necessarily  wiki  about  the  final 
product. 

One  assumes  that  Eli  Broad  was 
not  too  thrilled  with  the  news  stories 
describing  his  sleepover  date  at  the 
White  House  after  Al  Gore  put  the 
arm  on  him  for  money.  Also  that 
Nike  founder  and  Clhief  Executive 
Philip  Knight  could  have  done  with- 
out the  media's  heavily  hinting  that 
he  was  somehow  personally  responsi- 
ble for  starvation  wages  paid  by  the 
company's  subcontractors  in  assorted 
Asian  locales.  In  general,  however,  we 
take  the  fame  levels  of  the  American 
rich  as  a  broadly  positive  phenome- 
non— as  further  evidence  of  their 
good  luck  in  the  country  their  ances- 
tors selected. 

Our  final  proposition  is  that  addi- 
tional hea\a'  doses  of  luck  are 
required  to  earn  one's  way  up  to  the 
humongous  net-worth  levels  of  The 
Forbes  Four  Hundred.  In  sidling  up 
to  this  contention,  we  begin  with  an 
analogy.  It  concerns  two  extraordi-  ■ 


nary  events,  both  rare  and  marvelous, 
both  way  off  the  charts,  both  involv- 
ing inciividuals  of  rare  talent.  One  was 
Joe  DiMaggio's  56-game  hitting 
streak  in  1941,  still  ofi:en  identified  as 
the  single  greatest  achievement  in 
sports  history.  The  other  is  arguably 
the  most  fantastic  achievement  in 
modern  business  history:  Warren 
Buffett's  record  of  producing  outsize 
returns  for  Berkshire  Hathaway  over 
a  span  of  32  years — a  period  in  which 
he  never  had  a  down  year,  outdid  the 
s&p  500  in  all  but  three  years  and 
produced  returns  averaging  25%, 
versus  12%  for  the  S&P. 

In  looking  at  talented  folks  who 
make  it  big,  it  is  natural  to  assume 
that  the  talent  did  it  all.  The  proposi- 
tion here  is  that  at  some  huge  level  of 
accomplishment  you  also  have  to  be 


I  have  not  discussed  the  DiMag- 
gio-Buffett  analogy  with  Joltin'  Joe, 
but  recently  had  a  most  interesting 
chat  about  it  with  my  favorite  leg- 
endary investor.  It  must  be  said  that 
Warren  declined  to  passionately 
embrace  my  analogy.  But  he  didn't 
exactly  reject  it  either  and  agreed  that 
there  had  been  some  major  luck  in 
his  life.  As  noted  above,  he  was  born 
in  the  right  country  at  the  right  time. 
He  doesn't  know  his  IQ  (although  he 
was  tested  when  he  was  young),  but 
feels  he  was  lucky  to  have  been 
"wired"  in  a  way  that  left  him  with 
skills  more  usefiil  for  making  money 
than  for,  say,  teaching  English.  One 
plainly  critical  detail  is  that  he  wasn't 
accepted  at  Harvard  and  therefore 
went  to  Columbia  and  therefore 
studied  under  Ben  Graham. 


Joe  DiMaggio's  56-game  liitting  streak  in  1941  is 
often  identified  as  tlie  single  greatest  achievement 
in  sports  tiistory.  He  hit  a  prodigious  .408  during 
the  streal(— but  he  still  had  to  be  lucky. 


lucky.  Even  Joe.  Even  Warren. 

In  the  case  of  DiMaggio's  56- 
gamc  streak,  the  luck  can  be  more  or 
less  proved  mathematically.  Look  at  it 
this  way.  Setting  aside  his  last  two 
years,  when  he  was  visibly  slowing 
down,  DiMaggio's  lifetime  batting 
average  was  .331 .  This  means  that  he 
had  an  80%  chance  of  garnering  at 
least  one  hit  in  a  game  (assuming 
four  at-bats,  which  was  in  fact  his 
average  during  the  streak).  But  it  also 
means  that  in  any  particular  game,  he 
had  only  a  .00037%  expectation  of 
launching  a  56-game  hitting  streak. 
That's  one  chance  in  about  267,000. 
He  had  to  be  lucky,  and  was.  In  some 
games  he  got  a  chance  to  extend  the 
streak  only  because  the  Yankees  ral- 
lied and  got  him  an  extra  at-bat.  In 
still  other  games  there  were  argu- 
ments about  whether  hits  should 
have  been  scored  as  fielders'  errors. 
DiMaggio  hit  a  prodigious  .408 
during  the  streak,  but  he  still  had  to 
be  lucky.  Over  the  years,  at  least  seven 
other  heavy  hitters  have  had  higher 
batting  averages  over  56-game 
stretches,  and  none  came  close  to  a 
hit  in  every  game. 


Also  mentioned  were  two  terrify- 
ing episodes  in  his  years  of  invest- 
ing—episodes  in  which  he  got  hurt 
badly  and  might  have  been  hurt 
much  worse.  One  of  these  came  in 
1954,  when  he  was  just  starting 
out,  had  a  net  worth  of  maybe 
$50,000  and  got  caught  in  a  short 
squeeze  that  could  have  cost  him 
every  last  nickel.  He  wriggled  out  of 
it  still  possessing  plenty  of  nickels. 
Whether  the  wriggling  featured 
mainly  luck  or  mainly  brains  is,  to 
be  sure,  an  issue. 

The  other  episode  surfaced  in  the 
early  1970s,  when  he  discovered 
that  Berkshire's  insurance  opera- 
tions had  been  victims  of  a  massive 
fraud  whose  dimensions  took  some 
time  to  unfold.  For  a  while  it 
seemed  possible  that  half  of  the 
company's  value  was  on  the  line.  It 
turned  out  not  to  be  that  bad. 
Which  sounds  to  me  like  good  luck. 
Which  would  tend  to  support  the 
DiMaggio  analogy. 

But  with  or  without  this  involved 
argument,  my  scorecard  shows 
those  folks  on  the  list  to  be  pretty 
damn  lucky.  ^ 
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Everybody  in  this  society  seems  to  know  how  to  dress  the  part, 
with  the  single  exception  of  billionaires,  who  all  want  to  masquerade 
as  James  Dean,  the  lost  Doobie  Brother  or  the  Dude. 


Why  can't  billionaires 


grow  up 


) 


By  Joe  Queenan 

In  last  year's  issue  of  The  Forbes  Four  Hundred 
diere  is  a  wonderful  picture  of  "banking  scion"  Paul 
Mellon  seated  in  a  chair  in  an  elegant  room  domi- 
nated by  a  mammoth  bookcase.  Mellon  himself  is 
wearing  a  dignified  blue  suit  with  a  dignified  tie,  a 
wan  smile  on  his  face,  his  hands  crossed.  He  is  the 
very  essence  of  wealth,  class  and  power.  His  manner, 
his  attire  and  his  surroundings  seem  to  say:  "I  am 
worth  $1.2  billion,  and  I  act  like  it." 

Mellon  is  to  be  commended  for  his  regal  bearing 
at  a  time  when  so  many  of  his  fellow  billionaires  have 
opted  for  the  silly  look.  In  that  same  issue  of  Forbes 
Microsoft  cofounder  Paul  Allen  is  seen  leaning 
against  a  pier  piling,  clutching  a  Fender  electric 
guitar  in  a  manner  that  does  not  suggest  he  is  entire- 
ly prepared  to  set  the  house  a-rockin'  on  this  or  any 
other  night. 

Nike's  Philip  Knight  is  seen  in  a  feigned  airborne 
position,  silhouetted  against  a  blue  sky,  his  dark  suit 
and  flapping  tie  juxtaposed  with  incongruous  white 
sneakers,  clutching  a  basketball  he  seems  poised  to 
dunk  into  an  imaginary  basket.  Kniglit  does  not  look 
terribly  comfortable  in  the  photograph;  in  fact  he 
looks  like  a  cultural  stereotype — like  a  very,  very 
white  man  whose  dunking  abilities  are  almost  cer- 
tainly limited  to  doughnuts.  One  also  gets  the  defi- 
nite impression  that  the  ball  he  is  holding  in  the 
palm  of  one  hand  is  less  than  regulation  size. 

The  list  of  billionaires  depicted  in  similarly  ludi- 
crous poses  does  not  stop  there.  Oracle's  Larry  Elli- 
son is  posed  in  front  of  an  exercise  machine,  in  black 
workout  gear  with  no  shoes  and  no  socks.  Oakley 
Inc.  founder  Jim  Jannard  is  seen  sporting  a  pair  of 
silly  sunglasses,  with  his  arm  wrapped  around  New 
York  Stock  Exchange  President  Richard  Grasso's 
shoulders.  Grasso  is  also  sporting  sunglasses,  in  the 
kind  of  ludicrous  pose  one  readily  associates  with  the 
clowns  who  run  some  of  North  .America's  regional 
exchanges  but  certainly  not  the  Big  Board. 

David  Geffen  continues  the  cavalcade  of  comedy, 
standing  on  the  beach  in  a  pair  of  blue  jeans  and  a 
white  T  shirt,  again  without  socks.  Rounding  out 
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this  pantheon  of  bad-assed  billionaires 
is  Reebok's  Paul  Fireman,  who,  like 
Knight,  opts  for  the  powerful  imagery       -^ 
conveyed  by  the  sight  of  a  middle-aged 
white  man  dunking  a  basketball.  Alas,  there 
is  nothing  in  Fireman's  dunking  technique  that 
is  likely  to  make  people  forget  Michael  Jordan  or,  for 
that  matter.  Spud  Webb.  In  fact,  there  is  nothing  in 
his  dunking  technique  that  is  likely  to  make  the 
public  forget  Phil  Knight. 

Why  so  many  billionaires  choose  to  appear  in 
these  absurd  poses  is  not  entirely  clear.  In  Bill  Gates' 
case,  I  have  always  felt  that  the  sweaters  and  flannel 
shirts  are  a  clumsy  attempt  to  make  him  seem  less 
Machiavellian,  because  no  one  need  fear  a  man 
dressed  like  Ozzie  Nelson  or  Rust}'  Jones.  But  in  the 
case  of  his  fellow  plutocrats,  one  gets  the  definite 
impression  that  they  simply  think  tliat  they  are  luibe- 
lievably  cool. 

Incorrect.  Brad  Pitt  is  unbelievably  cool.  The 
Artist  Formerly  Known  As  Prince  is  unbelievably 
cool.  The  billionaires  with  tiie  guitars  and  the  shades 
and  the  workout  gear  are  not  unbelievably  cool. 
They  look  like  middle-aged  men  whose  kids — and 
employees — probably  wish  that  they'd  get  a  clue. 

All  this  is  a  very  unhealthy  development  for  our 
might}'  republic.  A  couple  of  years  ago  I  wrote  an 
article  in  the  Washinjjton  Post  chastising  young 
conservatives  for  wearing  leopard-skin  skirts  and 
flashy  sports  coats  because  it  sent  a  conftising  mes- 
sage to  the  youth  of  America.  Republicans  are  sup- 
posed to  be  stolid  and  drab  and  reliable,  I  argued; 
it  is  up  to  the  Democrats  to  be  flashy  and  cool  and 
irresponsible.  Once  the  warring  sides  start  switch- 
ing modi  operandi — and  haberdashery — it's  hard 
for  the  public  to  tell  who's  who.  If  conservatives 
started  dressing  cool,  then  liberals  might  start 
spending  taxpayers'  money  responsibly.  And  where 
would  that  lead? 

I  feel  much  the  same  way  about  billionaires  who 
refiise  to  dress  the  part.  Tvcoons  look  great  in  blue 
suits  with  pow  er  ties  because  diey  are  basically  ruth- 
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less  suys  in  blue  suits  with  power  ties.  There  is  noth- 
Z  fL^  with  dressing  like  Gordon  Gekko  when 
vou  are  m  fact  Gordon  Gekko.  Moreover,  it's  impor- 
Tt  for  members  of  d.e  vanous  professions  to  adl^ere 
T.  certain  dress  code.  The  Red  Hot  Chili  Peppers 
do  not  shop  at  J.  Crew  Fishermen  do  not  wear 
feathe   Rant's,  cipi  di  tutti  capi  do  not  wear  plaid 
slacks  and  T  shirts  reading  "I  Went  to  Disneyland 
id  111  I  Got  Was  This  Damn  Shirt."  And  terrorists 
To  not  wear  tam-o'-shanters.  Basically,  everybody  in 
?his  Sciety  seems  to  know  how  to  dress  the  part 
^^Xe  sSgle  exception  of  billionaires,  who  aU  wan 
m  masqueSde  as  James  Dean,  the  lost  Doobie 
BroTher^or  the  Dude.  The  truth  is,  bilUonaires  witi. 
no  shoes  look  like  winos;  tycoons  in  leather  ,acke 
:^d  shades  (Ted  Field)  look  like  washed-up  Fr..d. 
pop  stars;  plutocrats  in  exercise  gear  look  like  Skip 

'llrctfaTn^  not  suggesting  that  th.s  fabulously 
juvenile  trend  is  entirely  die  tault  ot  die 
billionaires  in  question.  Much  ot  the 
responsibility  for  the  epidemic  ot 
photos  depicting  die  wodd's  wealtii- 
iest  people  in  absurd  clothing  or  set- 
tings is  die  work  of  rutiiless  photog- 
raphers who  like  nothing  better  than 
to  make  their  subjects  look  like  idiots.  Talk 
to  any  photographer,  and  he'll  tell  you  J^t  "o  one 
i   kss  ftin  to  work  with  than  the  "suits,"  who  end 
to  be  straight  arrows.  But  one  of  the  reasons  these 
straight  arrows  refuse  to  cooperate  with  photogra^ 
phers  is  that  they  know  that  there  is  nothing  the 
average  photographer  enjoys  more  than  getting  one 
of  th?  world's  wealthiest  men  to  behave  like  a  ,erL 
They  just  love  it  when  they  can  get  some  guy  who 
iakes  more  in  a  day  than  they  make  in  a  lifetune  ^ 
nut  on  a  pair  of  Blues  Brothers  sunglasses  or  to  pose 
fn  a  ridiculously  mythologized  ^thlct.c  setting  or  to 
take  off  his  shoes.  It's  just  about  the  on^y  real  advan- 
tage to  being  a  professional  photographer. 

Millionaires  should  be  aware  ot  this  tact  the  nex 
time  they  go  to  have  their  picture  taken  tor  this  or 
a^  odier  publication.  First^  a  billionaire  should  red^ 
ize  that  the  photographer  is  not  his  f"*^"^    ^a  the 
photographer  will  do  anything  to  make  him  look 
^lowni!h,?hat  the  photographer  secretiy  blames  l.m 
for  die  destruction  of  die  rain  forest,  die  plight  of  die 
manatee  the  spread  of  mad  cow  disease  the  usual. 
But  n^or'e  important  still,  the  billionaire  headed  for 
tiie  photo  shoot  should  make  sure  he  looks  the  pa^^. 
Pick  out  a  nice  suit.  Get  some  help  with  the  tie. 
Make  sure  the  shoes  are  shined.  And  by  all  mean 
wear  a  pair  of  socks.  Honest,  you  mavericks  you,  it 

won't  kill  you.  .  ,        _ 

In  summation,  let  die  fashion  sense  and  the^°"^: 
portment  of  a  Paul  Mellon  be  your  guide.  In  the 
words  of  the  immortal  Tom  Landry  or  the  immor- 
tal Joe  Paterno  or  one  of  those  other  immortal 
guys,  when  you  get  to  die  end  zone,  act  as  if  you^ 
been  there  before. 
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The  symmetry  is  uncanny.  It  has  a  heart  (a  290-hp.  32-valve  V8).  You  have  a  heart.  It  has  a  conscience  (a  new 
safety  system  called  Vehicle  Skid  Control  [VSC])!  You  have  a  conscience.  It  has  continuously  Variable  Valve  Timing 
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If  John  Thornton  ever  offers  you  a  seat  at  a 
poker  table,  do  yourself  a  favor: 
Look  for  another  game. 

Master 
bluffeir 


By  James  M.  Clash 

John  Thornton,  44,  of  Chattanooga,  is  rich,  but  not  Forbes 
Four  Hundred  rich.  A  native  of  Maryviile,  Tenn.,  he  started  his 
business  life  peddling  knockoffs  of  oriental  carpets.  Eventually  he 
started  his  own  company,  American  Rug  Craftsmen,  selling  it  in 
1993  to  Mohawk  Industries  for  $34  million.  Thornton  then  set- 
tled down  for  some  serious  fly-fishing,  buying  a  second  home  in 
the  Teton  Pines  development  in  trendy  Jackson  Hole,  Wyo. 

It  was  there  that  Thornton  found  himself  in  a  bidding  match 
against  a  guy  who  was  Forbes  Four  Hundred  rich.  Last  year,  Jack- 
son Hole's  1,300-acre  Crescent  H  Ranch,  with  114  miles  of 
unspoiled  Snake  River  waterfront  across  from  actor  Harrison 
Ford's  place,  came  on  the  market.  The  land  belonged  to  a  bank- 
rupt California  developer,  Donald  Albrecht.  The  bankruptcy  court 
set  a  minimum  target  price  of  $32  million. 

Thornton  was  mighty  tempted.  So  were  lots  of  other  people, 
including  Wal-Mart  scion  John  Walton  and  Nomura  Securities 
International's  Max  Chapman.  Says  Thornton:  "I  thought,  there's 
probably  a  half-dozen  billionaires,  all  of  whose  balance  sheets  make 
mine  look  like  petty  cash,  interested  in  this  thing." 

Thornton  bid  anyway:  $32  million,  plus  $500,000  as  insurance 
and  a  $5  million  voluntary  deposit.  He  won  the  opening  round 
which,  with  some  negotiating,  gave  him  right  of  first  refusal  on 
higher  bids.  The  bankruptcy  trustees  then  beat  the  bushes  for  addi- 
tional bids,  running  ads  in  national  newspapers.  "I  wanted  to  cry," 
says  Thornton.  "They  were  taking  my  $32.5  million  bid  and 
waving  it  like  a  piece  of  red  meat." 

A  lot  of  interest  followed,  including  royalty  from  Asia.  But  the 
most  serious  came  from  a  man  named  Farhad  Ebrahimi,  cofounder 
of  Denver  software-publishing  giant  Quark,  Inc.  "As  soon  as  I  saw 
him,  I  knew  he  was  trouble,"  says  Thornton.  This  was  big  money, 
Silicon  Valley-type  IPO  money.  Thornton  started  calling  around. 
The  news  was  not  good.  "The  first  thing  I  found  out  is  that 
Ebrahimi  was  on  your  Forbes  Four  Hundred.  My  heart  sank." 

Ebrahimi  said  he  wanted  the  ranch  as  a  present  for  his  daugh- 
ter, Sasha,  who  was  graduating  from  MIT  with  a  Ph.D.  in  biology. 
He  offered  $50  million  if  Judge  Peter  McNift' would  waive  Thorn- 
ton's right  to  match  the  high  bidder.  McNiff  turned  him  down. 

"We're  as  different  as  a  grizzly  bear  and  a  buzzard,"  says  Thorn- 
ton of  Ebrahimi.  "We  both  wanted  to  eat,  but  he  wanted  me  to 
do  all  the  hunting." 

Thornton  was  still  in  the  picture,  but  barely.  He  knew  there  was 
no  way  he  could  win  a  bidding  contest  against  a  zillionaire.  Time 

50 


Forbes  400  ■  October  13,  1997 


Forbes  400  ■  October  13,  1997 


to  use  some  poker  smarts.  Confuse  Ebrahimi  about  what  was  in 
his  hand.  This  called  for  some  old-fashioned  bluffing. 

Thornton  let  everybody  know  he  had  gone  to  local  banks  for 
additional  financing  and  had  been  turned  down.  He  put  a  big 
"Must  Sell"  sign  up  in  front  of  his  Teton  Pines  house  and  camped 
at  the  local  Super  8  Motel.  He  wore  the  same  wrinkled  suit,  day 
after  day.  "I  looked  like  a  whipped  dog,"  says  Thornton. 

While  Thornton  was  poor-mouthing  himself,  his  bankruptcy 
lawyer,  Jon  Landers,  and  his  CPA,  Joseph  DeCosimo,  were  secret- 
ly arranging  for  more  financing  from  Tennessee  lenders  AmSouth 
Bank  and  the  DeMoss  Foundation.  A  last-minute  deal  with 
Cincinnati  financiers  William  DeWitt  and  Mercer  Reynolds, 
owners  of  the  St.  Louis  Cardinals,  put  Thornton  over  the  top. 
They  would  kick  in  $8  million  more,  giving  Thornton  total  fire- 
power of  $54  million.  Thornton  paid  through  the  nose  for  the  last 
chunk:  an  upfront  fee  of  $3  million,  and  20%  interest. 

Thornton  had  no  intention  of  winning  the  bidding  only  to  be 
brought  down  by  usurious  interest  rates.  I-Iis  realty  broker,  Kenton 
Gangwer  of  Jackson  Hole  Realty,  began  talking  up  the  ranch  to 
high-net-worth  clients  who  might  be  interested  in  buying  pieces. 

He  found  lots  of  interest.  In  a  tense, 
last-minute  phone  call  at  4:30  on  the 
morning  of  the  bid,  Gangwer  told 
Thornton,  "John,  I  think  we  can  sell 
$50  million  worth  in  90  days." 

The  next  morning,  Friday,  June  13, 
in  a  Casper,  Wyo.  federal  courtroom,  it 
was  time  to  call  the  bets.  Ebrahimi 
stepped  forward,  a  cadre  of  bankruptcy 
lawyers  around  him.  "He's  got  a  smile 
on  his  face  as  wide  as  a  wave  in  a  slop 
bucket,"  says  Thornton.  "He  says  13  is 
his  lucky  number  and  bids  $52  million, 
1 3  cents.  Then  he  looks  over  at  me. 

"Once  I'm  sure  the  auction  is  con- 
cluded," Thornton  continues,  "1  stand 
up,  and  look  hard  at  Ebrahimi.  He's 
grinning  ear  to  ear.  I  slowly  tell  him  that 
he  had  better  get  another  lucky  number 
because  I'm  about  to  match  his  bid. 
You  could  see  the  blood  drain  from  his 
face."  At  that  moment  Ebrahimi  real- 
ized Thornton  had  bluffed  him. 

For  his  part,  Ebrahimi  wonders  why  Thornton  was  ever  given 
the  right  to  match  the  high  bid.  "1  might  have  gone  as  high  as  $80 
million  in  an  open  auction  where  we  could  have  kept  bidding," 
Ebrahimi  says.  "The  trustee  and  the  court  should  do  their  best  to 
increase  value." 

Thornton  closed  the  deal  12  days  later,  on  June  25.  As  of  mid- 
September,  he  had  sold  off  fifteen  35-acre  parcels  for  a  total  of  $60 
million.  He  paid  off  the  loans,  got  back  his  own  money — and  still 
has  $8  million.  Plus,  of  course,  the  remaining  700  acres,  250  of 
which  he  intends  to  give  to  the  Jackson  Hole  Land  Trust  or  the 
Nature  Conservancy.  At  values  established  by  selling  off  the  land 
parcels,  the  donation  would  have  a  tax-deductible  value  of  about 
$35  million,  enough  to  cover  most  of  Thornton's  capital  gains  tax 
liability. 

"You  know,  I  kind  of  feel  sorry  for  Ebrahimi,"  Thornton  says 
in  retrospect.  But  by  the  twinkle  in  his  eye  and  the  grin  on  his  face, 
you  can  tell  Thornton  is  bluffing — again.  Hi 
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John  Thornton:  From 
Tennessee  rug 
salesman  to 
$52  million,  Jackson 
Hole  ranch  mogul. 
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Money  talks.  These  folks  make  it  speak  loudly. 

Gathedi*als  to  sunglasses 
and  other  fantasies 
of  the  very  rich 


By  Ben  Pappas 

Nietzsche  described  architec- 
ture as  "a  sort  of  oratory  of 
power  by  means  of  forms."  If 
that's  the  case,  Oakley's  Jim  Jan- 
nard  is  shouting  at  the  top  of  his 
lungs.  The  sunglasses  maker's 
new  $35  million  headquarters  in 
Foothill  Ranch,  Orange  County, 
Calif  is  like  a  1940s  steel  mill  on 
steroids:  400,000  square  feet  of 
oversize  girders,  rivets  and  valves 
house  the  executive  offices  and 
the  factory. 

"It  creates  an  atmosphere  of 
invention,  art  and  a  little  bit  of 
mad  science,"  says  Chairman  Jan- 
nard,  who  was  inspired  by  dark 
science  fiction  movies  like  Blade 
Runner  and  Judge  Dredd.  Says 
vice  president  of  design  Colin 
Baden:  "We  were  searching  for  a 
real  austere  form.  And  then  add 
to  it  some  bitching  details." 

There's  some  method  to  this 
seeming  madness:  Sunglasses  are 
pretty  much  sunglasses,  but  if  you 
want  to  charge  a  lot  of  money  for 
them,  it  helps  to  create  this  kind 
■of  quirky,  high-tech  statement. 
And  of  course  there's  a  lot  of  ego 
involved.  Wlien  Jannard  comes  to 
work  in  the  morning,  he  can  feel 
he's  involved  in  something  more 
meaningful  than  just  peddling 
fashion  statements. 

Many  rich  people  prefer  to 
keep  a  low  profile.  Others  think 
nothing  of  flaunting  their  fan- 
tasies. Jannard's  got  plenty  of 
company. 


Legend  in  his  own  mind 

As  a  boy,  Conseco's  chief  execu- 
tive officer,  Steve  Hilbert,  wanted 
to  play  basketball  for  Indiana 
University.  He  wasn't  good 
enough.  While  at  home  Hilbert 
plays  ball  in  Hoosier  colors  on  the 
same  type  of  floor  as  lu's,  under 
the  same  national  title  and  Big 
Ten  title  banners  that  hang  over 
lU's  court.  "On  Saturdays  I  hit 
the  winning  shot  to  beat  every- 
one from  UCLA  to  Michigan  to 
whomever  in  my  own  fantasy 
[while]  playing  by  myself"  The 
only  difference  between  lu's 
Assembly  Hall  and  Hilbert's  $5.5 
million  replica:  There  aren't 
17,400  seats  for  fans  to  cheer 
Hilbert  on  as  he  beats  another 
dream  team. 

Don't  touch  that  dial . . . 

Wliy  call  a  radio  station  to  request 
a  song  when  you  can  call  up  and 
buy  the  station?  Horror  writer 
and  rock  'n'  roll  fan  Stephen  King 
did  just  that  when  he  bought 
103-EM  VVKIT,  which  keeps  its 
hard-rock  format  on  the  airwaves 
over  Bangor,  Me. 

Smoke  'em  if  you  got  'em 

Rich-lister  Ronald  Perelman  en- 
joyed his  daily  H.  Upmann  cigar 
so  much  he  bought  the  company 
that  rolls  them.  Consolidated 
Cigars,  for  $180  million.  Like 
most  everything  he  does,  though, 
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IMAGINE  "INTELLIGENT" 


DRUGS  THAT  COULD  TELL  SICK 


CELLS  FROM  HEALTHY  ONES, 
AND  THEN  SELECTIVELY 


DESTROY  THE  TARGETED  ONES. 


From  earliest  practitioners,  medi- 
cine has  sought  not  just  effectiveness 
but  precision;  to  treat  disease  with 
minimal  effect  on  healthy  tissue. 

To  a  doctor,  the  holv  grail  is  selec 
tivitv'  that  virtually  gets  down  to  the 
level  of  the  cell. 

Today,  there  is  an  emerging  proce- 
dure that  gets  tantalizingly  close  to 
this  dream. 

This  IS  the  vision  of  PhotoPoint,' 
a  dramatic  new  medical  procedure 
being  developed  by  Miravant.  It  may 
give  the  medical  practitioner  a  high 
degree  of  selectivity  and  control  in  a 


minimally  invasive  procedure. 

PhotoPoint  may  have  application 
for  a  wide  range  of  conditions  ranging 
from  cancers  to  eye  diseases,  and  is  now 
being  tested  in  preclinical  and  clinical 
studies  in  the  U.S.  and  internationally. 

Through  our  strategic  alliances  and 
corporate  partners,  we're  building  a 
leadership  position  for  the  marketing 
oi  PhotoPoint  drugs,  light-producing, 
and  light  delivery  devices. 

And  through  Mira\ant's  experience 
in  defining  precise  dosimetry,  we  may 
bring  a  new  level  of  precision  to  the 
treatment  of  disease. 


rhowlhmt  li,is  poumiat  to  sc/ccin(/i  tjrj;i:(  ,i  Mnjc  of 
abnormal  ijssucs  in  the  hods,  suc/i  as  discucs  like  cinccr  or 
Htit^iil  iihnoinutlntci. 


In  c/iniCiif  nudici.  the  photofhint  Jwg  is  injected  and  is 
suheijuenily  rciiiirKj  b\  ijish  celts  h  remains  mactn  e  unii7 
exposed  10  ii  specific  u  ./i  i  i'(ni;i)i  ofnon  •  thermal  red  U^ht. 


Uf^ht  IS  directed  at  the  urgci  area.  A  small  diod 
system  generates  tbc  light,  and  special  dciices  d 
tiii/iin  i/)f  body  or  on  its  surface. 
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Targeted  cells  arc  dcsiTond  h\  an  tmaaction  hctuxcn  the  dmg 
and  the  li^iuiih  minimal  knaun  side  effects.  Phow^hmuncfw 
in  clinical  tnals,  is  being  da  eloped  as  an  ouipaucm  procedure. 


Learn  more  about  PhotoPoint'and  Miraiani  (Nasdaq  .  MRVTj  at 
www.miraxani.com.or  call  toll-free  at  888'68$-6/88.  Thccompany's  products 
require  U.  S.  Food  and  Drug  Ac/minisirtin on  approial  before  marketing. 
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this  seeming  indulgence  was  a 
moneymaking  move.  When  cigars 
became  hot,  Perelman  took  the 
company  public  again,  retaining  a 
controlling  stake — but  more  than 
getting  his  purchase  price  back. 

i  call  it  art 

Jimi  Hendrix  fan  and  billionaire 
guitar-strummer  Paul  Allen  is 
bankrolling  the  $60  million  Expe- 
rience Music  Project,  an  inter- 
active museum  in  Seattle,  Wash., 
the  design  of  which  was  inspired 
by  the  shape  of  guitars. 

I  do,  I  do,  I  do 

In  the  Middle  Ages  Holy  Roman 
Emperor  Otto  I  gave  his  bride 
the  city  of  Magdeburg.  Alexandra 
Miller,  daughter  of  the  duty-free 
millionaire  Robert  Miller,  merely 
took  over  Battery  Park  City  in 
Manhattan  for  two  days.  Miller's 
wedding  included  a  black-tie  ball 
for  650,  three  live  bands  and  a 
luncheon  for  600.  When  Alexan- 
dra's sister,  Marie-Chantal  Miller, 
tied  the  knot  in  London,  each  of 
the  1 ,400  guests  was  served  an 
individual  wedding  cake  decorat- 
ed with  a  pattern  from  Royal 
Copenhagen  china.  Total  cost  for 
Daddy?  A  reported  $5.5  million. 

Fore  me! 

When  you  belong  to  14  private 
golf  clubs,  including  your  own, 
it's  time  to  go  pro.  Former  oil- 
•man  Jack  Vickers  hosts  his  Sprint 
International  tournament  on  the 
Jack  Nicklaus-designed  course  at 
his  own  Castle  Pines  Golf  Club  in 
Colorado.  The  contest  includes  a 
unique  TV-friendly  scoring  system 
and  a  $1.7  million  purse. 

Tie  one  on 

Forbes  Four  Hundred  rich-lister 
Kenneth  Feld  never  likes  to  wear 


the  same  tie  twice  in  a  year.  Says 
Feld:  "A  necktie  is  an  expression 
of  how  I  am  feeling  that  day." 
With  a  collection  of  500,  he 
probably  has  every  nuance  of 
emotion  down  pat.  Fight  pro- 
moter Don  King  is  also  a  member 
of  the  no-repeat  club.  King 
recendy  dropped  about  $120,000 
for  600  shirts  at  a  tony  Manhat- 
tan shirtmaker. 

Like  the  area?  Buy  the  town! 

John  Jacob  Astor  founded  a  fiir- 
trading  town  called  Astoria  in  what 
is  now  Oregon.  Railroad  car  mag- 
nate George  Pullman  founded 
Pullman,  111.,  a  town  for  building 
railroad  cars.  Meatpacker  Philip 
Danforth  Armour  was  less  poetic: 
He  founded  a  small  city  in  Illinois 
known  as  Packing  Town. 

Come  fly  with  me 

Not  content  with  a  mere  Learjet, 
Oracle's  Larry  Ellison  is  attempt- 
ing to  import  a  Russian  MiG  jet 
fighter  costing  an  estimated  $20 
million.  If  customs  grounds  it, 
there's  parking  available  near  the 
late  billionaire  Howard  Hughes' 
Spruce  Goose;  it  flew  for  a  mile  at 
70  feet  above  the  ground  before 
being  retired  as  a  novelty. 

Home  sweet  home 

Television  super-producer  Aaron 
Spelling  sank  $47  million  into 
Bing  Crosby's  former  estate  and 
an  adjoining  lot  to  create  a  behe- 
moth Hollywood  mansion.  But 
its  computerized  bowling  lane  is 
low-tech  compared  with  the  toys 
in  Bill  Gates'  $40  million  pad. 
Gates'  guests  will  wear  electronic 
pins  programmed  with  their  pref- 
erences in  art  and  music.  Certain 
pins  can  overrule  other  pins,  of 
course.  Who,  after  all,  really 
shares  a  room  with  Bill  Gates.^Hi 
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A  family  that 
eats  together 
gets  rich 
together.  The 
du  Point*  gather 
for  a  reunion  at 
their  Longwood 
estate. 
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Fortunes 
come  and  go, 
companies 
wax  and  wane, 
but  the  DuPont 
company— 
almost  alone  in 
U.S.  industry- 
has  managed 
to  stay  on  top 
throughout 
this  century. 


By  Robert  Lenzner  and  Carrie  Shook 

Six  generations  on  from  Eleuthere 
Irenee  du  Pont  de  Nemours,  about 
300  of  his  descendants,  by  some  esti- 
mates, still  own  stock  in  the  DuPont 
company,  15%  of  its  1.13  billion 
shares.  While  not  all  of  them  own 
equal  amounts,  this  comes  to  an 
average  holding  of  about  $36  mil- 
lion. Add  in  other  holdings,  and  the 
du  Ponts  are  the  richest  old  family  in 
the  U.S.  and  can  claim  six  members 
on  The  Forbes  Four  Hundred. 

In  the  last  few  years  their  wealth 
has  been  gready  augmented,  DuPont 
stock  having  more  than  doubled  in 
the  past  18  months.  With  a  market 
capitalization  of  $71  billion,  DuPont 
is  worth  more  than  the  Ford  Motor 
Company  or  Walt  Disney  and  is  on 
par  with  AT&T. 

Today  the  family  is  represented 
by  three  board  members:  Edward  B. 
du  Pont,  a  former  vice  president  of 
the  Wilmington  Trust  Co.;  H. 
Rodney  Sharp  III,  a  former  DuPont 
employee;  and  Louisa  C.  Duemling, 
the  daughter  of  Lammot  du  Pont 
Copeland. 
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Instead  wp-just 
Traveling  To  A  Culture... 


Watch  what  you  want  to 
watch  —  with  personal 
video  screens  at  every  seat. 
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Soak  in  the  ambiance  of  our  ctfmplimentary 
Upper  Class*  pre-departun-  loujiiges. 


Fly  Upper  Class  and 
breeze  through  London's 
Heathrow  with  our 
Drive-thru  Check-inl 
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Travel  In  One. 


Once  you  step  on  board  a  Virgin  Atlantic  flight,  you'll  encounter  a  different  kind 
of  attitude  -  a  culture  all  of  its  own.  It's  a  place  where  people  are  happy  to 
see  you...  where  the  feeling  is  we're  human  beings,  you're  human  beings...  and 
this  is  going  to  be  fun.  You'll  be  delighted...  entertained...  and  comforted.  You 
see.  Virgin  Atlantic  Airways  is  the  one  airline  that  doesn't  ask  you  to  check  your 
humanity  at  the  gate.  For  more  information  or  reservations  call  your  travel  agent 
or  Virgin  Atlantic  at  800-862-8621.  Or,  visit  our  web  site  at  wwvy.fly.virgin.com. 


virgin  atlantic 


Virgin  Atliinlii.'  Airways  offers  all  non-smoking  flights  to  Great  Britain  from  New  York  (JFK  and  Newark),  Boston,  Los  Angeles,        ,j; 
San  Franeiseo.  Washington  [Dulles).  Miami,  and  Orlando.  r-^/. 


Keeping  it 

The  old  American  saying 
"shirtsleeves  to  shirtsleeves  in 
three  generations"  hasn't 
applied  to  the  du  Fonts. 
They've  had  their  ups  and 
their  downs,  but  after  nearly 
200  years  they  are  still  making 
a  mark  on  American  life. 


PIERRE  SAMUEL  DU  PONT 
DE  NEMOURS  (1739-1817) 

Pierre  Samuel  du  Pont,  the  founding 
father  of  the  du  Ponts,  was  a  Parisian 
clockmaker — clockmaking  was  a  very 
high-tech  business  in  the  18th  centu- 
ry— and  a  scholar  whose  laissez-faire 


philosophy  was  admired  by  Louis 
XVI.  Jailed  during  the  French  Revo- 
lution for  his  royal  connections, 
Pierre  packed  his  bags  as  soon  as  he 
was  released  and  sailed  for  the  new 
American  republic  in  1799.  The 
young  country  quickly  put  his  intelli- 
gence to  work.  President  Thomas 
Jefferson  asked  du  Pont  for  help  in 
negotiating  the  purchase  of  the 
Louisiana  Territory. 


ELEUTHERE  IRENEE  DU  PONT 
DE  NEMOURS  (1771-1834) 

In  1802  E.I.  du  Pont  de  Nemours  & 
;  Co.  was  founded  by  Pierre's  second- 
i  eldest  son,  Eleuthere  Irenee,  then  31. 
I  More  high-tech  stuff:  Irenee  had 
I  learned  how  to  make  gunpowder 
I  from  Antoine  Lavoisier,  the  great 
^  French  scientist.  With  $24,000  from 
his  father  and  another  $12,000  from 
French  investors,  Irenee  built  a  gun- 
powder factory  on  the  banks  of  the 


Brandywine  River  near  Wilmington, 
Del.  The  du  Ponts  made  splendid 
gunpowder,  which  the  young  and 
growing  country  badly  needed. 


ALFRED  DU  PONT  (1864-1935), 
PIERRE  SAMUEL  DU  PONT  II 
(1870-1954),  and  T.  COLEMAN 
DU  PONT  (1863-1930) 

Like  most  businesses,  the  du  Pont 
powder  company  ran  downhill  and 
was  put  up  for  sale  in  1902.  But  tech- 
nology still  ran  in  the  family  blood, 
and  three  of  Irenee's  grandsons, 
Alfred,  Pierre  Samuel  II  and  T.  Cole- 
man, all  graduates  of  MIT,  bought  out 
the  other  relatives.  Then  came  the 
armaments  race  culminating  in  WWI 
horror;  it  was  chiefly  a  war  of  artillery, 
and  the  demand  for  explosives  was 
voracious.  As  the  world's  largest  man- 
ufacturer of  explosives,  the  du  Pont 
company,  its  factories  insulated  by  the 


Alfred  I.  du  Pont,  circa  1903 


i 


There  are  today  no  du  Ponts  at  the  senior  executive  Chief  Executive  John  A.  Kroi,  a  60-year-oid  chemist,  have 

level,  and  there  haven't  been  any  since  1971,  when  rescued  the  DuPont  company  from  the  arteriosclerosis 

Lammot  du  Pont  Copeland  retired  as  chairman.  Some  that  has  afflicted  so  many  other  once-great  American 

have  chosen  other  fields.  Inherited  wealth  dampened  the  industrial  enterprises.  Once  regarded  as  the  epitome  of 

ambition  of  many.  Others  don't  want  to  work  for  a  large  what  research-led  growth  could  accomplish,  DuPont  was 

company  and  have  struck  out  on  their  own.  living  on  past  glory. 

But  out  of  a  mixture  of  sentiment  and  unwillingness  to  As  recently  as  1991  the  company  had  133,000  employ- 
pay  high  capital  gains  taxes,  the  300  or  so  du  Ponts  hold  ees,  and  their  productivity  was  pathetically  low.  That  year 


on  to  their  stakes.  "If  the  family  isn't  happy 
now,  1  don't  know  when  they  ever  will  be," 
says  Edward  du  Pont,  who  always  believed 
in  buying  and  holding  on  to  DuPont  stock. 
"Who  can  visualize  the  billions  that  have 
been  made  for  us?  I  certainly  can't." 

Say  this  for  the  board:  It  has  picked  its 
leaders  wisely.  Chairman  Edgar  S.  Woolard 
Jr.,  a  63-year-old  industrial  engineer,  and 
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''If  the  family  Isn't 

happy  now,  I  don't 

know  when  they 

ever  will  be," 

says  Edward 

du  Pont. 


only  one  in  five  of  DuPont's  operations  was 
hitting  the  benchmark  of  a  12%  return 
on  capital.  There  were  five  or  six  layers  of 
managers  between  the  chief  executive  and 
salesmen. 

Pierre  (Pete)  du  Pont  IV  remembers  his 
own  days  working  as  a  supervisor  in  a 
DuPont  pigment  plant  in  Newport,  Del.  in 
the  mid-1960s.  "The  bureaucracy  was  sti- 
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Two  against  one. 
Pierre  Samuel 
du  Pont  II  (left) 
and  T.  Coleman 
du  Pont 
pushed  cousin 
Alfred  out. 


Atlantic  Ocean 
from  the  horrors 
of  the  war,  sup- 
plied 40%  of  the 
ammunition  used 
by  the  U.S.  and 
its  allies.  For  the 
first  time  the  du 
Fonts  were  seri- 
ously rich.  Prof- 
its, S6.8  million 
in  1912,  were 
S82  million  in 
1916— about  $1 
billion  in  today's 
money.  Many  of 
tlic  huge  du  Pont 
'wronial  estates 
.car  Wilmington 
were  built  with 
these  war  profits. 
In  the  disillusion 
that  followed  the  war,  the  family  was 
widely  condemned  as  being  war  prof- 
iteers. Meanu  hilc  dissension  broke 
out  in  the  family  over  Alfretl's  divorce 
and  his  remarriage  to  a  young  cousin, 
Alicia.  Pierre  bought  Alfred's  and 
Coleman's  stock,  and  became  the 
company's  sole  leader. 

Pierre  introduced  modern  manage- 
ment techniques  and  financed 


research  into  new  chemical  products; 
the  chemical  industry  was  about  to 
boom  into  the  great  growth  industry 
of  the  1920s  and  1930s. 

Best  of  all,  he  backed  Alfred 
Sloan's  leadership  of  General  Motors, 
becoming  the  car  company's  biggest 
shareholder  just  as  GM  was  beginning 
to  emerge  as  the  greatest  industrial 
company  in  the  world.  "We're  just 
French  immigrants  who  achieved  suc- 
cess in  America,"  Pierre  once  said, 
hoping  perhaps  that  people  wouldn't 
notice  his  control  of  two  mighty 
business  enterprises. 


PIERRE  SAMUEL  DU  PONT  IV 
(1935-   ) 

Pierre  du  Pont  IV  can  be  called  the 
family's  unofficial  leader  today.  In  a 
familv  that  always  shunned  the  lime- 


light, he  was  the  first  in  modern 
times  to  eagerly  court  public  life.  He 
was  Republican  governor  of  Delaware 
from  1977  to  1985.  Lack  of  a  power 
base  stalled  presidential  aspirations  in 
1988.  Today  Pete,  as  everyone  calls 
him,  is  a  partner  in  the  Wilmington 
law  firm  Richards,  Layton  &  Finger 
and  serves  as  editor  of  the  weekly 
Internet  public  policy  magazine 
IntellecttialCapital.  Com. 


JOHN  ELEUTHERE  DU  PONT  (1938-) 


. 

\ 

V 

k, 

Pierre  (Pete)  Samuel  du  Pont  IV 


Convicted  murderer  John  E.  du  Pont 

No,  you  can't  have  a  large  wealthy 
family  without  breeding  black  sheep. 
The  family's  biggest  embarrassment 
today  is  John  du  Pont,  sportsman, 
marine  biologist  and  murderer.  In 
January  1996  du  Pont  shot  to  death 
Olympic  gold  medal  wrestler  David 
Schultz  on  his  800-acre  Main  Line 
estate  outside  Philadelphia.  Foimd 
guilty  of  third-degree  murder,  he  is 
presently  undergoing  psychiatric 
treatment  in  Pennsylvania's  Cresson 
state  correctional  facility.  WM 


fling,"  recalls  Pete,  the  unofficial  leader,  or  figurehead,  of 
the  du  Pont  clan  and  a  1988  presidential  aspirant.  "There 
were  layers  upon  layers.  To  get  approval  for  anything  took 
seven  signatures.  DuPont  was  a  gray-tlannel-suit  hierar- 
chy. Nobody  thought  about  global  competition." 

"We  were  like  IBM,  thinking  we  had  the  right  to  be  suc- 
cessflil.  But  the  intensity  wasn't  there,"  says 
Chairman  Woolard. 

Complacency  was  rudely  shattered  in 
199  L  One  of  DuPont's  largest  textile  cus- 
tomers that  ordinarily  bought  several  hun- 
dred million  dollars  of  polyester  fiber 
informed  Woolard  and  Krol  that  DuPont 
was  no  longer  competitive  in  pricing  or  ser- 
vicing the  account.  "That  made  us  feel  we 
had  to  make  a  big  change.  We  had  to  take 
costs  out  and  streamline  the  comparny  for 


"DuPont  was  a 

gray-flannel-suit 

hierarchy. 

Nobody  ever 

thought  about 

global 
competition." 


execution,"  says  Krol  today. 

Woolard  and  Krol  cut  payrolls  by  almost  one-third, 
or  36,000  employees.  They  set  about  making  the  sur- 
vivors feel  like  owners  and  not  just  employees.  The 
remaining  97,000  employees,  right  down  to  the  factory 
floor  workers  and  janitors,  were  offered  stock  options  for 
600  shares  each  (average  equity  value,  about 
$19,000  per  employee).  Even  the  lowest 
blue-collar  machine  operator  is  a  sharehold- 
er. DuPont  was  one  of  the  first  major  indus- 
trial companies  to  go  so  far  in  spreading 
direct  ownership. 

Executives,  too,  were  motivated  to  act 
like  capitalists,  not  bureaucrats.  Vice  presi- 
dents were  told  they  must  own  shares  equal 
to  1.5  times  salary;  executive  vice  presidents, 
a  multiple  of  4  times  salary;  and  the  chief 
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Phi'lOiVaphed  al  the  Miramar  Sheraton  Hotel,  Santa  Monica,  California 


A    PEACEFUL    PLACE   TO    SIT   AND   THINK,    PLUS   ALL  THE    BUSI   IS 


jjUIPMENT   YOU    NEED    TO    DO    BATTLE    FROM    YOUR    ROOM 


Sheraton 

HOTELS  &  RESORTS 

PIT 


Call  l-800-325-'i5i5 
or  i'ljit  u'u'u'..therati'n.coiit 


executive,  5  times  his  salary.  "Everyone  is 
now  connected  to  the  company,"  says  Krol. 
"They  post  the  price  of  DuPont  stock  on 
watercoolers  and  safety  signs  around  the 
company." 

Decision  making  was  streamlined  by  elim- 
inating several  layers  of  management.  Only 
one  executive  vice  president  now  stands 
between  Krol  and  the  vice  president  and 
general  manager  of  each  division.  Salespeo- 
ple are  encouraged  to  call  their  customers 
frequently,  every  day  if  necessary.  "We've 
become  almost  partners  by  blending  suppli- 
er and  customer,"  says  Krol.  "There's  a  seamless  thread 
of  salespeople  with  customers." 

In  all,  it  was  a  classic  restructuring,  resulting  in  a  much 
more  focused  company.  Out  went  some  $4  billion  in 
operations,  including  the  Orion  acrylic  production  facili- 
ties, half  its  stake  in  Consolidation  Coal  and  all  of 
DuPont's  medical  products  businesses. 

"Today  the  12%  return  on  capital  target  has  been 
reached  by  nearly  all  of  DuPont's  divisions,"  says  Krol. 

Sometimes  it  takes  an  outside  raider  to  force  this 
kind  of  radical  change  on  a  company;  mutual  fund 
magnate  Michael  Price  forced  change  at  Chase  Man- 


''The  family  began 

to  wonder  what 

was  happening 

because 

the  stock  was  flat 

even  though  the 

dividend  was 

respectable." 


hattan,  and  he's  trying  to  do  the  same  at 
family-controlled  Dow  Jones.  In 
DuPont's  case  the  family  played  a  behind- 
the-scenes  role.  "The  family  began  to 
wonder  what  was  happening  because  the, 
stock  was  flat  even  though  the  dividend 
was  respectable,"  recalls  Pete  du  Pont. 
"We  could  not  continue  living  off  our 
slogan  of 'Better  things  for  better  living. . . 
through  chemistry.'" 

Woolard  and  Krol  understood  that  it 
was  no  longer  likely  that  DuPont  could 
come  up  with  another  blockbuster  prod- 
uct like  nylon;  chemicals  were  in  many  ways  a  mature 
industry.  But  what  the  company  could  do  was  to  deploy 
its  vast  technological  and  money  resources  to  become 
a  highly  efficient  low-cost  producer  of  the  chemical 
fibers  that  are  so  much  a  part  of  people's  daily  lives  all 
over  the  world. 

Meet  Benjamin  du  Pont,  Pete's  son.  The  33-year-old 
manager  of  new  business  development  for  Lycra  is  one  of 
three  du  Ponts  actively  working  in  the  company.  "We 
have,"  he  says,  "enormous  opportunities  in  manufactur- 
ing. Our  biggest  hurdle  is  to  transfer  the  technical  knowl- 
edge discovered  in  our  laboratories  around  the  world  so 


Growing 
with  America 


1803 

President 
Thomas 

Jefferson  places 
first  sizable  gun- 
powder order  for 
U.S.  Military 
Forces  with 
DuPont. 


1857 


1800 


1802 


Under  the  encouragement  of 
Thomas  Jefferson,  Eleuthere 
Ir6nee  du  Pont  founds  E.I.  du 
Pont  de  Nemours  &  Co.,  a 
gunpowder  manufacturer. 
Structured  as  a  family  partner- 
ship, DuPont,  with  $36,000 
raised  from  investors,  built 
powder  mills  on  96  acres 
i  alongside  the  Brandywine 
River  near  Wilmington,  Del. 
First  year  sales  are  $15,116. 


DuPont  discovers 
sodium  nitrate, 
which  can  be  used 
for  the  manufacture 
of  blasting  powder 
in  place  of  the 
much  more  expen- 
sive potassium 
nitrate. 


1850 


War  of  1812 
DuPont  supplies 
500,000  pounds 
of  gunpowder  to 
U.S.  government  for 
the  war.  Proceeds 
funded  company's 
expansion. 


1865 

Country  expanding  westward. 
DuPont's  explosives  used  in 
blasting  hillsides  for  railroad 
grades  and  mountains  for  gold 
and  silver. 


1902 

Three  cousins  (all  grandsons 
of  E.I.  du  Pont),  Thomas 
Coleman  du  Pont,  Pierre 
Samuel  du  Pont  and  Alfred  I. 
du  Pont,  bought  firm  to  main- 
tain family  ownership.  The 
trio  pay  $12  million  in  4% 
notes  and  $3  million  in 
stock. 

DuPont  evolves  from  an 
explosives  company  into  a 
broad-based  chemical 
company. 


DuPont  acquires 
27.6%  of  General 
Motors.  (Divests 
stock  between  1962 
and  1965.) 


1900 


1910 


1861 


Civil  War 

DuPont  again  supplies 
the  U.S.  military  with 
gunpowder.  The  war 
transformed  DuPont 
into  an  industrial  giant 
that  would  dominate 
gunpowder  manufactur- 
ing for  the  next  50 
years. 


1880 


DuPont  commercial- 
izes nitroglycerine 
and  dynamite,  which 
are  significantly  more 
powerful  than 
gunpowder. 


1914 


World  War  I 
DuPont  supplies 
40%  of  explosives 
used  by  the  Allies. 
Revenues  are  $130 
million. 
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each  country  can  take  advantage  of  it.  The  digital  revolu- 
tion allows  big  companies  like  DuPont  to  capitalize  on 
their  size." 

Taking  a  leaf  from  the  text  of  GE's  Jack  Welch,  man- 
agement has  adopted  a  strategy  of  becoming  number  one 
or  number  rsvo  in  each  core  chemical  fibers  business  or 
getting  out.  It's  a  strateg)'  that  requires  both  acquisitions 
and  divestitures.  As  part  of  this  hurry-up  strategy',  Krol  has 
been  willing  to  pay  top  prices  for  acquisitions  that  will 
ensure  market  leadership. 

WTiere  is  DuPont  number  one?  It  is  the  global  leader 
in  polyester  fiber,  with  13%  of  a  $30  billion  business. 
Lowly  as  the  product  may  sound,  it  is  used  in  everything 
from  lingerie  to  sportswear,  and  worldwide  its  use  is 
growing  about  7%  annually. 

The  proposed  $3  billion  acquisition  of  iCl's  polyester 
operations  expands  DuPont's  global  reach.  IcTs  technol- 
ogy lets  DuPont  make  plastic  bottles  for  by  fir  the  cheap- 
est cost  in  the  world.  "We  can  build  a  factory  to  make 
polyester  resin  for  bottles  40%  cheaper  than  anyone  else 
in  the  world,"  says  Joseph  A.  Miller,  senior  vice  president 
and  chief  technology  officer  of  DuPont  Research  & 
Development. 

DuPont  is  also  the  leader  in  spandex,  under  the  brand 
name  Lycra.  It  controls  substantially  more  than  50%  of 


Benjamin  du  Pont,  bringing  fashion  to  the  Lycra  division 
From  ladies'  shoes  to  the  top  of  DuPont? 


.920 


uco  lacquer,  the  first 
Tiajor  company  inven- 
;ion,  initiates  a  revolu- 
:ion  in  paint  technology 
jue  to  its  durability. 
Used  by  automobile 
manufacturers  to  coat 
:ars. 


1922 


DuPont  IS  listed  on  the 
New  York  Stock 
Exchange. 


1931 


DuPont's  Freon  is  the 
first  safe  commercial 
refrigerant,  which  revo- 
lutionizes the  food 
industry. 


1938 

Nylon  and  Teflon 
are  discovered 
by  DuPont. 


1941 


World  War  II 

War  creates  enormous  demand  for  heavy  chemicals. 
Company  sets  new  production  records  to  support 
U.S.  military.  Manufactures  nylon  for  parachutes, 
Cordura  rayon  for  plane  and  truck  tires,  TNT  and 
gunpowder.  Revenues  are  $480  million. 


1921 


Rayon,  a  synthetic  silklike 
fiber,  is  introduced  to  market. 
Because  it  is  cheaper  than 
silk,  it  is  used  by  clothing 
manufacturers.  It  is  the  foun- 
dation for  today's  massive 
synthetic  fiber 
industry. 


1930 


1924 

Company  com- 
mercializes 
Cellophane,  a 
waterproof 
plastic  wrap- 
ping material. 


1940 


1940 


More  than  67,000  pairs  of 
nylon  stockings  are  sold  to 
the  public  on  May  15, 
their  first  day  on  market. 


1937 


Neoprene,  the  first  commercial 
synthetic  rubber,  is  intro- 
duced. Because  it  is  more 
weatherproof  than  natural  rub- 
ber, its  many  uses  include 
telephone  wire  insulation, 
hoses  and  molded  goods  and, 
later,  shoe  soles  and  gloves. 

DuPont  also  introduces 
Lucite  acrylic,  which  is  used 
in  U.S.  military  aircraft. 


1946 


Company  introduces 
Teflon,  a  nonstick  resin, 
which  is  first  used  to 
coat  gaskets  and 
cables,  later  for  pots 
and  pans. 
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Nothing  moves  faster  than  light.  Which  is  why  Qwest  designed  its  new  $2  billion,  nationwide  fiber-optic  network 
Ni^RTEL  *°  ^^"*^  "^^""^  ^°'^^'  ^''^^  ^"^  ^'^^°  ^^  ''9ht  speed  than  ever  before.  It's  the  world's  first  Macro 
NORiHfRN  TELECOM      Capacit/"  Fiber  Network.  With  Nortel's  high-speed  broadband  technology  (OC-192)  and  the  world's 
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soeed  of  liaht  vs.  bullet 


purest  fiber  optics,  it's  designed  to  have  more  capacity  tlian  any  otiner  long-distance  networl< 
Greater  reliability.  Fewer  errors.  Lower  cost.  You  get  the  picture.  We've  captured  light. 
And  the  world  is  about  to  become  a  very  different  place.         www.qwest.net 


Qwest 


the  market.  Lycra,  used  in  swimsuits,  aero- 
bics outfits  and  women's  clothes,  also  enjoys 
8%  annual  growth. 

"We  invented  Lycra  almost  40  years 
ago,"  says  Benjamin  du  Pont.  "Today 
we're  taking  Lycra  downstream  into  new 
markets  like  ladies'  dress  shoes.  We're 
becoming  a  fashion-conscious  company  for 
the  first  time." 

Already  the  world's  largest  maker  of  tita- 
nium dioxide — which  whitens  shirts,  paper, 
paints  and  Oreo  cookie  filling — DuPont  has 
raised  its  global  market  share  from  25%  to 
35%  by  buying  ici's  overseas  titanium  diox- 
ide plants.  Krol  believes  prices  for  titanium  dioxide  will 
begin  to  firm  since  no  new  facilities  are  coming  on 
market. 

DuPont  is  also  the  leader  in  high-performance  fibers 
like  T}^'ek,  the  material  that  makes  those  durable  Feder- 
al Express  envelopes.  The  company's  bullet-resistant 
material  Kevlar  is  a  market  leader.  It  also  has  25%  of  the 
nylon  market,  once  DuPont's  best-known  brand-name 
product. 

Under  Woolard  and  Krol,  DuPont  has  learned  to 


"The  family 
doesn't  care  if 
the  management 
is  family  or  non- 
family  as  long  as 
the  management 
is  outstanding." 
Du  Fonts  don't 
get  a  leg  up. 


swallow  its  pride  and  recognize  that  it 
cannot  do  everything  on  its  own.  DuPont 
has  enthusiastically  embraced  the  joint-ven- 
ture concept.  From  12  joint  ventures  in 
1990  the  number  has  grown  to  37,  and  50 
more  are  on  the  drawing  board.  One  of  the 
most  successful  is  the  partnership  with 
Asahi,  a  Japanese  chemical  company,  to 
make  and  market  high-performance  fibers 
in  Japan. 

DuPont  has  even  entered  into  a  $1  billion 
arrangement  with  longtime  competitor 
Dow  Chemical  to  make  elastomers,  such  as 
the  rubberized  gaskets  used  in  automobiles. 
In  1990  DuPont  formed  a  joint  venture  with  Merck  to 
strengthen  its  pharmaceuticals  business.  DuPont's  Cozaar, 
the  fastest-growing  antihypertension  drug,  will  be  mar- 
keted by  Merck.  It  should  begin  to  book  profits  for 
DuPont  by  1998. 

Next:  biotech  and  agriculture.  Krol  is  spending  about 
$3  billion  to  get  DuPont's  in-house  seed  technology 
into  the  marketplace.  Over  the  summer  the  company 
paid  $1.7  billion  for  20%  of  Pioneer  Hi-Bred  Interna- 
tional, to  gain  access  to  advanced  seed  technology  for 


1950 

DuPont  devel- 
ops Dacron 
polyester,  a 
wash-and-wear 
fiber  for  cloth- 
ing that  looks 
"permanently 
pressed." 


1971 


Lammot  du  Pont  Copeland  retires  as 
chairman  of  the  company.  He  is  the 
last  family  member  to  serve  in  a 
senior  management  position. 


1981 


Company  purchases 
Conoco  inc.  for  $6.5 
billion  to  assure  supply 
of  petroleum  as  a 
chemical  feedstock. 


DU  PONT, 


wmm 

1990 

DuPont  Merck 
Pharmaceutical  Co.  is 
formed,  and  an  era  as 
a  life  sciences  compa- 
ny begins.  DuPont  rev- 
enues at  $40  billion. 


1997 


DuPont  states 
objective:  to  be  the  most 
successful  energy-  and 
chemical-based  company 
in  the  world. 


1950  1970     1980 


1990 


1959 

DuPont  intro- 
duces Lycra 
spandex, 
a  covered  elas- 
tic fiber  used 
for  clothing. 


1980 


DuPont  commercializes  Kevlar, 
a  composite  fiber  that  is  five  times 
stronger  than  steel  and  does  not  rust 
or  corrode.  Used  for  underwater  cables 
and  bullet-resistant  vests. 

DuPont  announces  it  will  stake 
much  of  its  future  welfare  on  research 
and  development  in  the  biosciences. 


1996 


1986 


Launch  of  Stainmaster 
stain-resistant  fibers 
for  carpets,  one  of  the 
company's  most  successful 
products.  Revenues 
at  $27  billion. 


The  company  spends  $300  million 
on  environmental  capital  projects. 
Its  goal  by  the  year  2000  is  to  have 
zero  waste  and  emissions. 

DuPont  posts  record  revenues  of 
$43.8  billion. 
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The  Glenlivet  Sin^ 
^nce  discoveredy  always  treasure 


tose  ivh' 


©1995  Imported  by  The  Glenlivet  Distillinj 
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.quality  enjoy  it  responsibly. 

(lit  R^r,jch  Whisky,  Alc.-^OM  l|y|Vfol.  (80  proof).  The  Glenliy^t  is  a  registered  trademat 
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Chuck  Faust.  Vice  Presidan  of  Opcnuiom:  Jcffjoiia.  .Manager  of  IT  /'/.i/mo/i;,  ll.'i/f.r  Ciir,t.  Dircclor  of  IT  Applications.  Fujitsu  Microelcctrouic<.  hi 


SAl'.  K  .»  J.ul  Ihf  SAP  1..^.,  „r  ihc  n:g..ic..-.l  ..,  „„.>|ii,.crcj  trj.Unurl..  „l  SAI>  A(;    H  Ihm,  Rtim,,  (>,,  ;„/i,m,j,„.„  ,<  ,  „rvuc  inirk  of  SAP  AC  All  o.her  prodiici^  or  compjn.o 
meniioncd  in  thi.  j.l>crli«nicnt  iii«  br  ihc  rcpiMcicd  or  unrcB.vurcJ  trjJc,iM,k>  of  ihcir  rc^porivc  conipjnits  and  irr  hcreb>'  jcknowlcdRed   ei<)^7  SAP  America.  Inc. 


Vith  SAP,  the  Fujitsu  supply  chain  works  as  fast  as  its  semiconductors. 

"•rder  cycle  times  shortened  from  14  days  to  one.  Customer  pull  cycles  met  in  four  hours. 
)n-time  delivery  increased  to  87%.  Financial  close  times  cut  in  half.  That's  how 


AP"  R/3'"  software  has  helped  Fujitsu  Microelectronics  streamline  its 


ipply  chain.  Because  customers  judge  Fujitsu's  supplier  performance 


m 


uch  as  its  semiconductor  performance,  results  like  those 


re  mandatory.  Now,  the  company  is  looking  toward  a 


wo-year  break-even  on  the  project  and  up  to  9.S% 


)n-time  deliveries,  even  with  increased  urowth 


II  sales. Thanks  to  SAP,  Fujitsu's  business  is 
liming  as  fast  as  its  technology.  For 
nore  information,  visit  us  at 
utp://www.sap.com  or 

tall    1-800-283- 
S  A  P. 


A  Better  Return  On  Information^' 


Counting  the  billions 
Du  Pont  family  board 
members  Edward  B. 
du  PoRt  (above), 
Louisa  C.  Duemiing 
and  H.  Rodney  Sharp  ill. 


more  nutritious  corn  and  soybeans. 

Another  $1.5  billion  is  going  to  buy  Ralston  Purina's 
Protein  Technologies  International,  which  will  make 
DuPont  the  leading  global  supplier  of  soy  protein  to  the 
food  and  paper-processing  industries.  Soy  protein  is  used 
in  ever\lJiing  from  processed  meats  to  infant  formula,  soy 
milk  and  diet  drinks. 

In  1981  DuPont  bought  Conoco,  now  the  nation's 
seventh-largest  oil  and  gas  company.  The  price:  $6.5  bil- 
lion— about  $11.5  billion  in  today's  currency.  The  Street 
thought  DuPont  overpaid,  but  today  the  oil  company  is 
thriving,  throwing  off  $860  million  in  net  income  last 
year.  The  board  intends  to  hold  on  to  the  investment. 
This  year  Conoco  will  increase  its  oil  reserves  by  50%,  to 


almost  3  billion  barrels,  through  the  acquisition  of  hea\y 
oil  reserves  in  Venezuela  and  gas-producing  properties 
in  Texas. 

Conoco  paid  off  in  an  indirect  way  as  well.  In  1981 
Seagram  Co.,  a  major  shareholder  in  Conoco,  lost  a  bid- 
ding war  for  control  of  the  company  to  DuPont.  As  a 
result,  Seagram,  controlled  by  the  Bronfman  family, 
ended  up  owning  24%  of  DuPont  stock.  Two  years  back 
Seagram  wanted  to  go  into  show  business  and  purchased 
MCA  (FoRBFS,  July  3,  1995).  To  raise  cash,  it  sold  its  shares 
back  to  DuPont  for  $28  a  share  (in  cash,  notes  and  war- 
rants) in  April  1995,  a  13%  discount  from  the  then- 
marker  level.  The  net  result  was  the  erasure  of  312  mil- 
lion shares  of  DuPont  stock  and  a  roughly  10%  increase 
in  earnings  per  share.  The  stock — which  split  2-for-l  in 
June — is  now  at  $63. 
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WHAT    IF    YOU    NEEDED    A 

LENDER   WHO    KNOWS    THAT 

THIS    HOME   WAS    BUILT 

HUNDREDS   OF   MILES 

FROM    HERE? 


) 


CONSTRUCTION    •    CONSUMER   •   MANUFACTURING    •    RETAIL    •    SERVICE    •    TECHNOLOGY    •    TRANSPORTATION    •   WHOLESALE 


©  1997  The  CIT  Group.  Inc 


There  are  times  when  product  improvements  can  revolutionize  an  industry.  In  these 
situations,  an  informed  lender  can  make  all  the  difference. 

That  is  why  at  The  CIT  Group  we  make  the  commitment  to  stay  current  in  each  of  the 
industries  we  serve.  We  know  the  products,  the  people  and  the  issues  they  are  facing.  We  use  this 
expertise  to  finance  both  businesses  and  individuals  based  on  a  true  understanding  of  their 
unique  needs.  We  have  done  so  since  1 908. 

Just  ask  any  of  our  manufactured  housing  customers.  They  could  also  tell  you  that 
houses  built  in  factory  controlled  conditions,  like  the  one  shown  above,  now  adhere  to  higher 
standards  than  those  built  on  site.  Or,  to  see  what  we  can  do  for  you,  visit 
u'wu'.cit group. com  or  call  1-800-CIT-1908. 


Money    well    lent 


Those  DuPonts  are  everywhere 


John  A.  Krol,  president  and  chief  executive  officer 

Doubled  the  stock,  and  the  family  fortune,  in  18  months. 


There  was  nothing  magic  in  Woolard  and  Krol's 
reawakening  of  the  DuPont  company.  Cutting  costs, 
refocusing  the  business,  striving  to  be  a  low-cost  pro- 
ducer— all  this  is  conventional  medicine.  What  is 
remarkable  about  the  DuPont  saga  is  the  company's 
longevity  and  the  family's  continuing,  if  diminishing, 
role  in  its  success. 

In  Forbes'  80th  Anniversary  issue  (July  7)  we  featured 
a  listing  of  the  top  100  companies  in  the  U.S.  over  the 
past  80  years.  The  list  tells  a  remarkable  tale  of  birth, 
growth  and  decline,  but  amid  all  the  flux  DuPont  stands 
as  a  rock  of  stability.  In  1917  it  was  in  twelfth  place.  In 
1997,  believe  it  or  not,  it  was  still  in  twelfth  place.  If  one 
measures  corporate  success  by  durability,  DuPont's  has 
been  a  remarkable  achievement. 

Will  a  du  Pont  ever  head  the  company  again.>  Some 
hope  may  lie  with  Pete's  son  Ben,  a  graduate  of  Tufts 
University  like  Krol,  or  perhaps  with  one  of  Ben's  two 
cousins.  Ben  has  spent  11  years  at  DuPont,  3  of  them  as 
a  shift  supervisor  in  a  nylon  plant. 

What  does  the  family  think?  "The  family  doesn't  care  if 
management  is  family  or  nonfamily  as  long  as  the  man- 
agement is  outstanding,"  says  Louisa  Copeland  Ducm- 
ling,  the  only  female  du  Pont  to  sit  on  the  company's 
board.  "There  are  a  couple  of  young  [du  Pont]  men  in 
the  company,  but  they  don't  have  a  leg  up  on  anybody 
just  because  they  are  du  Ponts. 

"My  father  once  said,  'If  you  don't  pull  the  oar,  you 
don't  move  the  boat.'  "  ^ 
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Space  shuttle 
containing 
parts  of 
Kevlar  and 
Nomex 


Firefigtiter 
suits  made 
of  Nomex 


Tootti- 
brushes 
made  of 
Tynex 


Rope  made 
of  Kevlar 


Skis  made 
witti  Kevlar 


^ 


Toaster 
made  witti 
Rynite 
PET  poly- 
ester resin 


Kevlar  used  for 
sailclotti;  sails 
also  made  of 
Mylar  and 
Dacron 
polyester 


Running 

shoes 

made  with 

Hytrel 

polyester 

elastomer 


Pan  coated  with 
SilverStone  Xtra 
nonstick  surface 


Top-and-skirt 
kidswear  made 
with  Lycra 


Envelopes 
made  of 
Tyvek  from 
recycled  jugs 


Two-tone  long- 
sleeved  zip  top 
made  of  Cool  Max 
and  long  pants 
made  of 
ThermaStat 
with  Lycra 

[^  Pillow,  pad 
^  and  com- 
^  forter 
,  2  n^3de  of 
Xn  jj^  jaJk  Comforel 


Kitchen  sink 
and  countertop 
featuring 
Corian 


Home 
insulated 
with  Tyvek 
HomeWrap 


Woman's  evening 
gown  made  with 
Micromattique 
microfiber  polyester 
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RAYMOND  WEIL 

GENEVE 


9590n/Wl 


CiJarsijal 


blaDmingclQle's 

to  order  1-800-777-4999 


For  a  brochure,  write  to:  Raymond  Weil,  Dept  AD,  587  Rfth  Avenue,  New  York,  N,Y  10017 


RAYMOND  WEIL 

GENEVE 


^,     5370S/BL 


SAKS 
FIFTH  AVENUE 


Just  one  of  J.  Paul  Getty's  16  grandchildren  created  a  business.  It's  not  as  grand 
as  the  oil  business,  but  he's  making  a  respectable  showing  nonetheless. 

Looking  for  a  gusher 
in.. .file  photos? 

By  Carleen  Hawn 

The    1984    sale    of    GETTi'    Oil  year- old  Mark  Getty,  grandson  of  J.  creating  a  new  family  fortune  to  suc- 

sparked  a  divisive  feud  among  the  Paul,  is  trying  to  remedy  this  breach,  ceed  the  old  one. 

Gett>'  clan,  and  splintered  their  mas-  He  wants  to  create  a  business  in  You  may  chuckle  when  you  hear 

sive  financial  interests.  Today  37-  which  he  and  his  cousins  would  join,  what  industry  the  younger  Getty  has 
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A  picture's  ~ 
sand  Marilyns:  with  25  mil- 
lion images,  that's  a  lot  of 
ixeis  and  nennies. 


«^3*S 


At  your  age, 

with  your  high  cholesterol, 

what's  your  risk 

of  a  first  heart  attack? 


If  you  have  high  cholesterol,  figme  your  risk  of  a  first  heart  attack. 

Fill  in  your  points  for  each  risk  factor. 


2pts.  40  to  48 

3pts.  49  to  53 

2pts.  45  to  54 

Spts.  55  to  73 


4pts.  54+ 


4  pts.  74+ 


□ 


□ 


□ 


I      I  Age:  Men 

Opts.    Less  than  35 
1  pt.     35  to  39 

I  Age:  Women 

Opts.    Less  than 42 

1  pt.     42  to  44 

I  Family  History: 

2  pts .    My  family  has  a  history  of  heart  disease  or  heart 

attacks  before  the  age  of  60 

I      I  Inactive  Lifestyle: 

1  pt.     I  rarely  exercise  or  do  anything  physically 
demanding 

I      I  Weight 

1  pt.      I'm  more  than  20  lbs.  over  my  ideal  weight 

I  Smoking: 

1  pt.     I'm  a  smoker 

I      I  EMabetic: 

1  pt.     Male  Diabetic 

2  pts.    Female  Diabetic  

I      \  Total  Points 


Total  Cholesterol  Level: 

0  pts.    Less  than  240  mg/dL 

1  pt.     240  to  315  mg/dL 

2  pts.    More  than  315  mg/dL 

HDL  Level  (good  cholesterol): 

Opts.   39 to 59 mg/dL 

1  pt.     30  to  38  mg/dL 

2  pts.   Under  30  mg/dL 
-1  pt.    Over  60  mg/dL 

Blood  Pressnie: 

I  don't  take  blood  pressure  medication;  my  blood 

pressure  is: 

{Use  your  top  or  higher  blood  pressure  number) 

0  pts.   Less  than  140  mmHg 

1  pt.     140  to  170  mmHg 

2  pts.   Greater  than  170  mmHg 
(or) 

1  pt.     I  am  currently  taking  blood 
pressure  medication 


If  you  scored  4  points  or  more,  you  could  be  at  above  average  risk  of  a  first  heart  attack 
compared  to  the  general  adult  population.  The  more  points  you  score,  the  greater  your  risk. 


If  you  have  already  had  a  heart  attack  or  have  heart  disease,  your  heart  attack  risk 
is  significantly  higher.  Only  yoiu-  doctor  can  evaluate  your  risk  and  recommend 
treatment  plans  to  reduce  your  risk.  If  you  don't  knov\'  your  cholesterol  level  or 
blood  pressure,  ask  your  doctor  if  your  levels  should  be  checked. 

Provided  as  an  educational  service  from  Bristol-Myers  Squibb  Company. 


American  Heart 
Association 


<» 


Fighting  Heart  Disease 
and  Stroke 


«i  !<*<»- Kristi.l-MvvrsS^iii 


Pravachol,  in  combination  with  diet,  is         arteries  (such  as  bypass  or  angioplasty)  drug,  you  should  ask  your  doctor  or 


proven  to  reduce  the  risk  of  a  first  heart 
attack,  reduce  the  risk  of  death  from 
heart  disease,  and  reduce  the  need  for 
surgery  to  clear  blocked  coronan' 


based  on  a  landmark  study  including 
over  6,500  males  with  high  cholesterol 
and  no  evidence  of  heart  disease. 
Because  Pravachol  is  a  prescription 


healthcare  professional  if  Pravachol  is 
right  for  you.  Some  mild  side  effects, 
such  as  slight  rash  or  stomach  upset, 
occur  in  about  2-4%  of  patients. 


: 


PB»CHOL 


Proven  to  help  prevent 

first  heart  attacks  in  people 

with  high  cholesterol. 


Pravachol  is  the  only  cholesterol- 
lowering  drug  of  its  kind  proven  to 
help  prevent  first  heart  attacks.  And  the 
grim  fact  is,  up  to  33%  of  people  do  not 
survive  their  first  heart  attack.  Improving 
your  diet  and  exercise  is  an  important 
first  step,  but  may  not  be  enough.  So  ask 


your  doctor  about  Pravachol.  It  reduces 
the  risk  of  a  first  heart  attack  and  the  need 
for  surgery  to  clear  blocked  coronary 
arteries.  Pravachol  has  been  prescribed 
by  doctors  for  millions  of  men  and 
women  worldwide.  It  could  help  you  live 
a  longer,  healthier  life. 


Ask  your  doctor  if  pravachol  is  right  for  you.  Or  call 
1-800-PRE  VENT  for  information  on  first  heart  attack  prevention 
including  a  free  brochure  from  the  American  Heart  Association. 
It's  all  provided  by  Bristol-Myers  Squibb. 


Visit  our  Web  site  at  www.pravachoI.com 

Pr-WACHOL  should  not  be  taken  by  blood  tests  to  check  your  liver  function 

women  who  are  pregnant  or  nursing,  before  and  during  treatment  with 

people  who  are  allergic  to  any  of  its  Pravachol.  Muscle  pain  or  weakness 

ingredients  or  by  anyone  with  liver  could  be  a  sign  of  a  rare  but  serious  side 

disease.  Your  doctor  may  perform  simple  effect  and  should  be  reported  to  your 


Proven  to  help  prevent 
first  heart  attacks. 

doctor  right  away.  Be  sure  your  doctor 
knows  about  other  medications  you  may 
be  taking  in  order  to  avoid  any  possible 
serious  drug  interactions.  Please  see 
important  information  on  the  next  page. 


PRAVACHOL® 

Pravastatin  Sodium  Tablets 

CONTRAINDICATIONS:  Hypersensitivity  to  any  component  of  this  medication.  Active  liver  disease  or  unexplained,  persistent 
elevations  in  liver  function  tests  (see  WARNINGS)  Pregnancy  and  lactation.  Atnerosclerosis  is  a  cnronic  process  and 
discontinuation  of  lipid-lov^enng  drugs  during  pregnancy  should  have  little  impact  on  the  outcome  of  long-term  therapy  of 
pnmary  hypercholesterolemia-  Cholesterol  and  other  products  of  cholesterol  biosynthesis  are  essental  components  for  fetal 
development  (including  synthesis  of  steroids  and  cell  membranesl  Since  HMG-CoA  reductase  inhibitors  decrease  cholesterol 
synthesis  and  possibly  the  synthesis  of  other  biologically  active  substances  Oenved  from  cholesterol, they  may  cause  fetal  harm 
when  administered  to  pregnant  women  Therefore.  HMG-CoA  reductase  inhibitors  are  contraindicated  dunng  pregnancy  and  in 
nursing  mothers  Pravastatin  stiould  be  administered  to  women  ot  chlldbearing  age  only  when  such  patients  are  litglily 
unlikely  to  conceive  and  have  been  informed  of  ttie  potential  hazards.  If  the  patient  becomes  pregnant  while  taking  this 
dass  of  dnjg.  therapy  should  be  discontinued  and  the  patient  appnsed  of  tiie  potential  hazard  to  the  fehis. 
WARNINGS:  Liver  Enzymes:  HMG-CoA  reductase  inhibitors,  like  some  other  lipid-lowenng  therapies,  have  been  associated 
with  biochemical  abnormalities  of  liver  function.  Increases  of  serum  transaminase  (ALT.  AST)  values  to  more  than  3  times  the 
upper  limit  of  normal  occurring  on  2  or  more  (not  necessanly  sequential)  occasions  have  been  reported  in  13%  of  patients 
treated  with  pravastatin  in  the  US  over  an  average  period  of  18  months.  These  abnormalities  were  not  associated  with 
cholestasis  and  did  not  appear  to  be  related  to  treatment  duration.  In  those  patients  in  whom  these  abnormalities  were  believed 
to  be  related  to  pravastatin  and  who  were  discontinued  from  therapy,  the  transaminase  levels  usually  fell  slowly  to  pretreatment 
levels.  These  biochemical  findings  are  usually  asymptijmatic  although  wohdwide  expenence  indicates  that  anorexia,  weakness, 
and/or  abdominal  pain  may  also  be  present  in  rare  patients.  In  the  largest  long-term  placebo-controlled  clinical  tnal  with 
pravastatin  (Pravastatin  Primary  Prevention  Study:  See  Clinical  Pharmacology),  the  overall  incidence  of  AST  and/or  ALT 
elevations  to  greater  than  ttiree  times  the  upper  limit  of  normal  was  1  05%  in  the  pravastatin  group  as  compared  to  0.75%  in 
the  placebo  group.  One  (0.03%)  pravastatin-treated  patient  and  2  (0.06%)  placebo-treated  patients  were  discontinued  because 
of  ti-ansaminase  elevations  Of  the  patients  with  normal  liver  function  at  week  1 2,  three  of  2875  treated  with  pravastatin 
(0.1 0%)  and  one  ot  the  291 9  placebo  patents  (0  03%)  had  elevations  of  AST  greater  Oian  three  times  tiie  upper  limit  of  normal 
on  tirvo  consecutive  measurements  and/or  discontinued  due  to  elevations  in  transaminase  levels  dunng  the  4.8  years  (median 
treatment)  ot  the  study  It  Is  recommended  that  Ih/er  funcbon  tests  be  performed  prior  to  and  at  12  weeks  following 
inltiabon  of  dierapy  or  Itie  elevatiofl  of  dose.  Patients  who  develop  increased  tiansaminase  levels  or  signs  and  symptoms 
of  liver  disease  should  be  monitored  with  a  second  liver  function  evaluation  to  confirm  the  finding  and  be  followed  thereafter 
with  frequent  liver  hjnction  tests  until  the  abnormality(ies)  rehjm  to  normal  Should  an  increase  in  AST  or  ALT  of  three  times  the 
upper  limit  of  normal  or  greater  persist,  withdrawal  of  pravastatin  therapy  is  recommended  Active  liver  disease  or  unexplained 
transaminase  elevations  are  contraindications  to  the  use  of  pravastatin  (see  CONTRAINDICATIONS)  Caution  should  be 
exercised  when  pravastatin  is  administered  to  patients  with  a  history  of  liver  disease  or  heavy  alcohol  ingestion  (see  CLINICAL 
PHARMACOLOGY:  Pharmacokinebcs/Metabolism).  Such  patients  should  be  closely  monitored,  started  at  the  lower  end  ot 
the  recommended  dosing  range,  and  titrated  to  the  desired  therapeutic  effect.  Skeletal  Musde:  Rare  cases  of 
rtiabdomyolysis  with  acute  renal  failure  secondary  to  myoglobinuria  have  been  reported  with  pravastatin  and  other 
drugs  in  this  dass.  Uncomplicated  myalgia  has  also  been  reported  in  pravastatin-treated  patients  isee  ADVERSE 
REACTIONS)  Myopathy,  defined  as  muscle  aching  or  muscle  weakness  in  conjunction  with  increases  in  creatine 
phosphokmase  (CPK)  values  to  greater  than  10  times  the  upper  normal  limit,  was  rare  (<  0.1%)  in  pravastatin  clinical  trials. 
Myopathy  should  be  considered  in  any  patient  with  diffuse  myalgias,  muscle  tenderness  or  weakness,  and/or  marked  elevation 
of  CPK  Patients  should  be  advised  to  report  promptly  unexplained  muscle  pain,  tenderness  or  weakness,  particularly  if 
accompanied  by  malaise  or  fever  Pravastatin  therapy  should  be  discontinued  if  markedly  elevated  CPK  levels  occur  or 
myopathy  is  diagnosed  or  suspected.  Pravastatin  therapy  should  also  be  temporarily  withheld  in  any  patient 
experiencing  an  acute  or  serious  condition  predisposing  to  the  development  of  renal  failure  secondary  to 
rtiabdomyolysis,  e.g.,  sepsis;  hypotension:  major  surgery;  trauma;  severe  metabolic,  endocrine,  or  electrolyte 
disorders;  or  uncontrolled  epilepsy.  The  nsk  of  myopathy  during  tieatment  with  another  HMG-CoA  reductase  inhibitor  is 
increased  vflth  concurrent  therapy  with  either  erythromycin,  cyclosporine,  niacin,  or  fibrates  However,  neither  myopathy  nor 
significant  increases  in  CPK  levels  have  been  observed  in  three  reports  involving  a  total  of  100  post-transplant  patients  (24 
renal  and  76  cardiac)  treated  for  up  to  ti«o  years  concurrentiy  with  pravastatin  10-40  mg  and  cyclosporine.  Some  of  these 
patients  also  received  other  concomitant  immunosuppressive  therapies.  In  one  single-dose  study,  pravastatin  levels  were  found 
to  be  increased  in  cardiac  transplant  patients  receiving  cyclosporine.  Further,  in  clinical  trials  involving  small  numbers  of 
patients  who  were  6-eated  concurrentiy  with  pravastatin  and  niacin,  there  were  no  reports  of  myooathy  Also,  myopathy  was  not 
reported  in  a  trial  of  combination  pravastatin  (40  mg/day)  and  gemfibrozil  (1200  mg/day).  although  4  of  75  patients  on  the 
combination  showed  marked  CPK  elevations  versus  one  of  73  patients  receiving  placebo  There  was  a  trend  toward  more 
frequent  CPK  elevations  and  patient  withdrawals  due  to  musculoskeletal  symptoms  in  the  group  receiving  combined  treatinent 
as  compared  with  the  groups  receiving  placebo,  gemfibrozil,  or  pravastatin  monotherapy  (see  PRECAUTIONS:  Drug 
Interactions)  The  use  of  fibrates  alone  may  occasionally  be  associated  with  myopathy.  The  combined  use  of 
pravastatin  and  fibrates  should  be  avoided  unless  ttie  benefit  of  further  alterations  in  lipid  levels  is  likely  to  outweigh 
ttie  increased  risk  of  this  drug  combination. 

PRECAUTIONS:  General:  Pravastatin  may  elevate  creatinine  phosphokinase  and  tiansaminase  levels  (see  ADVERSE 
REACTIONS)  This  should  be  considered  in  the  differential  diagnosis  of  chest  pain  in  a  patient  on  therapy  with  pravastatin. 
Homozygous  Familial  Hypercholesterolemia  Pravastatin  has  not  been  evaluated  in  patients  with  rare  homozygous  familial 
hypercholesterolemia.  In  this  group  of  patients,  it  has  been  reported  that  HMG-CoA  reductase  inhibitors  are  less  effective 
because  the  patients  lack  functional  LDL  receptors.  Renal  Insutticiency  A  single  20  mg  oral  dose  of  pravastatin  was 
administered  to  24  patients  with  varying  degrees  of  renal  impairment  (as  determined  by  creatinine  clearance)  No  effect  was 
observed  on  the  pharmacokinetics  of  pravastatin  or  rts  3a-hydroxy  isomenc  metabolite  (SO  31 ,906)  A  small  increase  was  seen 
in  mean  AUC  values  and  half-life  (t'/)  for  the  inactive  enzymatic  nng  hydroxylation  metabolite  (SO  31 .945),  Given  this  small 
sample  size,  ttie  dosage  administered,  and  the  degree  of  individual  vanability.  patients  with  renal  impairment  who  are  receiving 
pravastatin  should  be  closely  monitored.  Information  tor  Patients:  Patients  should  be  advised  to  report  promptty  unexplained 
muscle  pain,  tenderness  or  weakness,  particularty  <t  accompanied  by  malaise  or  lever  Drug  Interactions:  Immunosuppressive 
Orvgs  Gemfibrozil,  Niacin  (Nicotinic  Acidl.  Erythromycin  See  WARNINGS:  Skeletal  Musde,  Antipyrine:  Since  concomitant 
administration  of  pravastatin  had  no  effect  on  ttie  clearance  of  antipynne.  interactions  with  other  drugs  metabolized  via  ttie 
same  hepatic  cytochrome  isozymes  are  not  expected  Cholestyramine/Colestipol  Concomitant  administration  resulted  in  an 
approximately  40  to  50%  decrease  in  the  mean  AUC  of  pravastatin  However,  when  pravastatin  was  administered  1  hour  before 
Of  4  hours  after  cholestyramine  or  1  hour  before  colestipol  and  a  standard  meal.  Biere  was  no  clinically  significant  decrease  in 
bioavailability  or  therapeutic  effect  (See  DOSAGE  AND  ADMINISTRATION:  Concomitant  Therapy)  Warfann:  In  a  study 
involving  1 0  healthy  male  subjects  given  pravastatin  and  warfarin  concomitantiy  for  6  days,  bioavailability  parameters  at  steady 
state  lor  pravastatin  (parent  compound)  were  not  altered.  Pravastatin  did  not  alter  the  plasma  protein-binding  of  warfarin. 
Concomitant  dosing  did  increase  the  AUC  and  Cmax  of  warfann  but  did  not  produce  any  changes  in  its  anticoagulant  action 
(i,e,.  no  increase  was  seen  in  mean  prothrombin  time  after  6  days  of  concomitant  therapy).  However,  bleeding  and  extreme 
prolongation  of  prothrombin  time  has  been  reported  with  another  drug  in  this  dass  Patients  receiving  warfarin-type 
anticoagulants  should  have  ttieir  prothrombin  times  dosely  monitored  when  pravastatin  is  initiated  or  ttie  dosage  of  pravastatin 
is  changed  C/meMine,  The  AUCo  w™  for  pravastatin  when  given  witti  cimetidine  was  not  significantiy  different  from  the  AUC 
for  pravastatin  when  given  alone  A  significant  difference  was  observed  behiveen  ttie  AUCs  for  pravastatin  when  given  witti 
cimetidine  compared  to  when  administered  with  antacid  Oigoxin:  In  a  crossover  tnal  involving  1 8  heatthy  male  subiects  given 
pravastatin  and  digoxin  concurrentiy  tor  9  days,  the  bioavailability  parameters  of  digoxin  were  not  affected.  The  AUC  ot 
pravastatin  tended  to  incr-ase,  but  ttie  overall  bioavailability  of  pravastatin  plus  its  metabolites  SO  31 ,906  and  SO  31 ,945  was 
not  altered  Cyctosponne  Some  investigators  have  measured  cydosponne  levels  in  patients  on  pravastatin,  and  to  date,  ttiese 
results  indicate  no  clinically  meaningful  elevations  in  cydosponne  levels.  In  one  single-dose  study,  pravastatin  levels  were 
found  10  be  increased  in  cardiac  ttarsplant  patients  receiving  cydosponne.  Gemfibrozil:  In  a  crossover  stijdy  in  20  healthy  male 
volunteers  given  concomitant  single  doses  of  pravastatin  and  gemfibrozil,  there  was  a  significant  decrease  in  urinary  excretion 
and  protein  binding  of  pravastatin  In  addition,  there  was  a  significant  increase  in  AUC,  Cmax,  and  Tmax  for  the  pravastatin 
metabolite  SQ  31 .906  Combination  therapy  with  pravastatin  and  gemfibrozil  is  generally  not  recommended  In  interaction 
studies  wrth  aspinn  antacids  (1  hour  pnor  to  PRAVACHOL).  cimetidine.  nicotinic  acid  or  probucol.  no  statistically  significant 
differences  in  bioavailability  were  seen  when  PRAVACHOL  (pravastatin  sodium)  was  administered  Other  Dnjgs.  Dunng  dinical 
trtals.  no  noticeable  drug  interactions  were  reported  when  PRAVACHOL  was  added  to;  diuretics,  antihypertensives,  digitalis.  ACE 
inhibitors,  calcium  channel  blockers,  beta-blockers,  or  nitroglycerin  Endocrine  Function:  HMG-CoA  reductase  inhibitors 
interfere  witti  cholesterol  syrthesis  and  lower  circulating  cholesterol  levels  and,  as  such,  might  theoretically  blunt  adrenal  or 
gonadal  steroid  hormone  production  Results  of  dinical  trials  witti  pravastatin  in  males  and  post-menopausal  females  were 
inconsistent  with  regard  to  possible  effects  of  the  drug  on  basal  steroid  hormone  levels  In  a  study  ot  21  males,  the  mean 
testosterone  response  to  human  chononic  gonadotropin  was  significantiy  reduced  (p<  0  004)  after  1 6  weeks  of  treatment  witti 
40  mg  ot  pravastatin  However,  ttie  percentage  of  patients  showing  a  >  50%  nse  in  plasma  testosterone  after  human  chononic 
gonadotropin  stimulation  did  not  change  significantiy  after  therapy  in  these  patients  The  effects  of  HMG-CoA  reductase 
inhibitors  on  spermatogenesis  and  lerlility  have  not  been  studied  in  adequate  numbers  of  patients.  The  effects,  if  any.  of 
pravastatin  on  the  pituitary-gonadal  axis  in  pre-menopausal  females  are  unknown  Patients  treated  with  pravastatin  who 
display  clinical  evidence  of  endocrine  dyslunction  should  be  evaluated  appropriately  Caution  should  also  be  exercised  it  an 
HMG-CoA  reductase  inhibitor  or  other  agent  used  to  lower  cholesterol  levels  is  administered  to  patients  also  receiving  ottier 
drugs  (eg,  ketoconazole,  spironolactone,  cimetidine)  ttial  may  dimmish  ttie  levels  or  activity  of  steroid  hormones  CNS  Toiddty: 
CNS  vascular  lesions,  charactenzed  by  penvascular  hemorrhage  ar^  edema  and  mooonuri.  ir  cell  Intiltiation  of  perivascular 
spaces,  were  seen  in  dogs  tteated  with  pravastatin  at  a  dose  of  25  mj^kg/day,  a  dose  ttial  ^  ,iced  a  plasma  drug  level  about 
50  times  higher  than  ttie  mean  drug  level  in  humans  taking  40  mg/day  Similar  CNS  vasculai  ms  have  been  observed  witti 
several  other  drugs  In  this  dass  A  chemically  similar  drug  in  this  dass  produced  optic  .  vf  degeneration  (Wallerian 
degeneration  of  retinogenlculate  libers)  in  dinically  normal  dogs  in  a  dose-dependent  fashion  SL  i  iq  at  pO  mj^g/day.  a  dose 
that  produced  mean  plasma  drug  levels  about  30  times  higher  than  the  mean  drug  level  In  hui;  a  is  taking  the  highest 
recommended  dose  (as  measured  by  total  enzyme  inhibitory  activity)  This  same  drug  also  piodmec^  veslioiilocochleai 
Wallenan-like  degeneration  and  retinal  ganglion  cell  chromatolysis  in  dogs  treated  lor  14  weeks  alUOm^'Vg  day.  a  dose 
which  resulted  in  a  mean  plasma  drug  level  similar  to  that  seen  with  ttie  60  mj^g/day  dose  CarclnoBenesIs,  Mutagenesis, 


Impairment  of  Fertility:  In  a  2-year  study  in  rats  fed  pravastatin  at  doses  of  10. 30.  or  1 00  mg/kg  body  weight  ttiere  was 
increased  incidence  of  hepatocellular  carcinomas  in  males  at  ttie  highest  dose  (p  <  0.01 )  Alttiough  rats  were  given  up  to  ■ 
times  the  human  dose  (HO)  on  a  mg/kg  tiody  weight  basis,  serum  drug  levels  were  only  6  to  10  times  higher  ttianttii 
measured  in  humans  given  40  mg  pravastatin  as  measured  by  AUC,  The  oral  administration  of  1 0. 30.  or  1 00  mg/kg  (produc 
plasma  drug  levels  approximately  0  5  to  5,0  times  the  human  drug  levels  at  40  mg)  of  pravastatin  to  mice  for  22  men 
resulted  in  a  statistically  significant  increase  in  ttie  incidence  of  malignant  lymphomas  in  tteated  females  when  all  treatm 
groups  were  pooled  and  compared  to  conttols  (p  <  0,05),  The  incidence  vras  not  dose-related  and  male  mice  were  not  affect 
A  chemically  similar  drug  in  ttiis  class  was  administered  to  mice  for  72  weeks  at  25, 1 00.  and  400  mg/kg  body  weight,  wh 
resulted  in  mean  serum  drug  levels  approximately  3. 1 5.  and  33  times  higher  than  ttie  mean  human  serum  drug  concentrat 
(as  total  inhibitory  activity)  after  a  40  mg  oral  dose.  Liver  carcinomas  were  significantly  increased  in  high-dose  females  a 
mid-  and  high-dose  ma|es.  witti  a  maximum  incidence  of  90  percent  in  males.  The  incidence  of  adenomas  of  ttie  liver  • 
significantiy  increased  In  mid-  and  high-dose  females  Drug  tieatment  also  significantiy  increased  ttie  incidence  of  \i 
adenomas  m  mid-  and  high-dose  males  and  females  Adenomas  of  the  eye  Hardenan  gland  (a  gland  of  ttie  eye  of  rodents)  iff 
sign^icanfly  higher  in  high-dose  mice  ttian  in  conttols.  No  evidence  of  mutagenicity  was  observed  in  vitro,  witti  or  wittwutr 
liver  metabolic  activation,  in  ttie  following  studies:  microbial  mutagen  tests,  using  mutant  strains  of  Salmonella  typnimuhm, 
Esctiehchia  colt  a  forward  mutation  assay  in  L51 78YTK  +1-  mouse  lymphoma  cells;  a  chromosomal  aberration  test  in  hams 
cells:  and  a  gene  conversion  assay  using  Saccharomyces  cerevlslae  In  addition,  ttiere  was  no  evidence  of  mutagenlcitv 
either  a  dominant  lethal  lest  in  mice  or  a  micronudeus  test  in  mice  In  a  study  in  rats,  witti  daily  doses  up  to  500  mg/l 
pravastatin  did  not  produce  any  adverse  effects  on  fertility  or  general  reproductive  performance.  However,  in  a  study  w 
anottier  HMG-CoA  reductase  inhibitor  ttiere *(as  decreased  fertility  in  male  rats  tteated  for  34  weeks  at  25  mg/kg  body  weig 
although  ttiis  effect  was  not  observed  in  a  subsequent  fertility  stijdy  when  ttiis  same  dose  was  administered  for  1 1  weeks  ff 
entire  cyde  of  spermatogenesis,  including  epididyma!  matijration).  In  rats  tteated  with  ttiis  same  reductase  inhibrtor  at  1 
mg/kg/day,  seminiferous  tubule  degeneration  (necrosis  and  loss  of  spermatogenic  epittielium)  was  observed.  Although  not  se 
with  pravastatin.  h«o  similar  drugs  in  this  dass  caused  drug-related  testicular  atrophy,  decreased  spermatogenea 
spermatocytic  degeneration,  and  giant  cell  formation  in  dogs.  The  dinical  significance  of  these  findings  is  unclear.  Pregnane 
Pregnancy  Category  X.  See  CONTRAINDICATIONS,  Safety  in  pregnant  women  has  not  been  established.  Pravastatin  was  « 
teratogenic  in  rats  at  doses  up  to  1 000  mg/Vg  daily  or  in  rabbits  at  doses  of  up  to  50  mg/kg  daily  These  doses  resulted  in  2 
(rabbit)  or  240x  (rat)  ttie  human  exposure  based  on  surface  area  (mg/meter').  However,  in  studies  with  anottier  HMG-C 
reductase  inhibitor,  skeletal  malformations  were  observed  in  rats  and  mice.  There  has  been  one  report  of  severe  congene 
bony  deformity,  tracheo-esophageal  fistula,  and  anal  attesia  (Vater  association)  in  a  baby  bom  to  a  woman  who  took  anotf", 
HMG-CoA  reductase  inhibitor  witti  dexttoamphetamme  sulfate  dunng  ttie  first  ttimester  of  pregnancy  PRAVACHOL  (pravasla- 
sodium)  should  be  administered  to  women  of  child-beanng  potential  only  when  such  patients  are  highly  unlikely  to  concel 
and  have  been  informed  of  the  potential  hazards  If  the  woman  becomes  pregnant  while  taking  PRAVACHOL  (pravastaJ: 
sodium),  it  should  be  discontinued  and  ttie  patient  advised  again  as  to  ttie  potential  hazards  to  ttie  fetijs,  Nuning  Molheicr 
small  amount  of  pravastatin  is  excreted  in  human  breast  milk.  Because  of  ttie  potential  for  sehous  adverse  reactions  in  nursii 
infants,  women  taking  PRAVACHOL  should  not  nurse  (see  CONTRAINDICATIONS),  Pediatric  Use:  Safety  and  effectiveness 
individuals  less  than  18  years  old  have  not  been  established.  Hence,  treatment  in  patients  less  than  18  years  old  is  r 
recommended  at  this  time, 

ADVERSE  REACTIONS:  Pravastatin  is  generally  well  tolerated;  adverse  reactions  have  usually  been  mild  and  fransienl  In 
month  long  placebo-controlled  trials.  1,7%  of  pravastatin-tteated  patients  and  1  2%  of  placebo-treated  patients  we 
discontinued  from  treatment  because  of  adverse  experiences  attributed  to  study  drug  therapy;  this  difference  was  n 
statistically  significant.  In  long-term  studies,  the  most  common  reasons  for  discontinuation  were  asymptomatic  sen»' 
ttansaminase  increases  and  mild,  non-spectfic  gasttointestinal  complaints,  Dunng  dinical  tiials  the  overall  incidence  of  advert 
events  in  ttie  elderly  was  not  different  fiom  ttie  incidence  observed  in  younger  patients.  Adverse  Clinical  Events:  All  advent 
dinical  events  (regardless  of  attnbution)  reported  in  more  ttian  2%  of  pravastatin-tteated  patients  in  ttie  placebo-controlW 
tnals  are  identtfied  in  ttie  table  below;  also  shown  are  ttie  percentages  of  patients  in  whom  ttiese  medical  events  were  believt 
to  be  related  or  possibly  related  to  the  drug: 


I 


All  Events 


Events  Attributed 
til  Study  Drug 


Body  System/Event 


Pravastatin 
(N  =  900) 

% 


Placebo 
(N  =  411) 

% 


Pravastatin 
(N  =  900) 

% 


Placebo 
(N  =  411) 

% 


Cardiovascular 

Cardiac  Chest  Pain 

4,0 

3.4 

0.1 

0.0 

Dermatologic  Rash 

4,0* 

1.1 

1.3 

0.9 

Gasttointestinal 

NauseaAlomiting 

7,3 

7,1 

2.9 

3.4 

Diarrhea 

6.2 

5,6 

2.0 

1.9 

Abdominal  Pain 

5.4 

6,9 

2.0 

3.9 

Constipation 

4.0 

7,1 

2.4 

5.1 

RatiJience 

3,3 

3,6 

Z7 

3.4 

Heartburn 

2,9 

1,9 

2.0 

0.7 

General 

Fatigue 

3,8 

3,4 

1.9 

1.0 

Chest  Pain 

3,7 

1.9 

0.3 

0.2 

Influenza 

24- 

0,7 

OO 

0.0 

Musculoskeletal 

Localized  Pain 

Myalgia 
Nervous  System 

Headache 

Dizziness 
Renal/Genitouhnary 

Unnary  Abnormality 
Respiratory 

Common  Cold 

Rhinitis 

Cough 


10.0 
2.7 


6? 
3.3 


7.0 
4.0 
26 


9,0 
1.0 

3.9 
3.2 

2.9 

6  3 
4.1 
1.7 


1.4 
0,6 

1,7" 
1.0 

0.7 

0.0 
0.1 
0.1 


1,5 
0,0 

02 
0.5 

1.2 

0.0 
0.0 

0.0 


■statistically  significantly  different  from  placebo. 

In  ttie  Pravastatin  Pnmary  Prevention  Study  (West  ot  ScoOand  Coronary  Prevention  Study)  (see  CUNICAL  PHARMACOLOGY: 
Clinical  Studies)  involving  6595  patients  tteated  witti  PRAVACHOL  (pravastatin  sodium)  (N  =  3302)  Of  placebo  (n  =  3293)  th 
adverse  event  profile  in  ttie  pravastatin  group  was  comparable  to  ttiat  of  the  placebo  group  over  ttie  median  4,8  years  of  Ih 
study  The  following  effects  have  been  reported  with  dnjgs  in  ttiis  class:  not  all  ttie  effects  listed  below  have  necessanly  beei 
associated  with  pravastatin  ttierapy  S/re/efa/  myopathy  rhabdomyotysis,  arthralgia  Neurological  dysfunction  of  certain  cranis 
nerves  (including  alteration  of  taste,  impairment  of  extra-ocular  movement,  facial  paresis),  ttemor,  vertigo,  memory  loss 
paresthesia,  peripheral  neuropathy  penpheral  nerve  patsy  anxiety,  insomnia,  depression  Hypersensitivity  Reachons:^ 
apparent  hypersensitivity  syndrome  has  been  reported  rarely  which  has  induded  one  or  more  of  the  following  features 
anaphylaxis,  angioedema,  lupus  eryttiematous-like  syndrome,  polymyalgia  rheumatica.  dermatomyositis.  vasculitis,  purpura 
thrombocytopenia,  leukopenia,  hemolytic  anemia,  positive  ANA,  ESR  increase  eosinophilia.  arthritis,  arthralgia,  urticaria 
asthenia,  photosensitivily.  fever,  chills,  flushing,  malaise,  dyspnea,  toxic  epidermal  necrolysis,  eryttiema  mutttforme.  indudini 
Stevens- Johnson  syndrome.  Gastrointestinal:  pancreatitis,  hepatitis,  induding  chronic  active  hepatitis,  cholestatic  jaundice 
tatty  change  in  liver,  and.  rarely,  cirrhosis,  fulminant  hepatic  necrosis,  and  hepatoma;  anorexia,  vomiting  Skin:  alopecia 
pnjntus,  A  vanety  of  skin  changes  (eg,,  nodules,  discoloration,  dryness  of  skin/mucous  membranes,  changes  to  hair/nails)  haw 
been  reported.  Reproductive:  gynecomastia,  loss  of  libido,  erectile  dysfijnction.  Eye  progression  of  cataracts  Oens  opacities) 
ophthalmoplegia  Laboratory  Abnormalities  elevated  transaminases,  alkaline  phosphatase,  and  bilirubin;  ttiyroid  hjnctiw 
abnormalities  Laboratory  Test  Abnormalities:  Increases  in  serum  transaminase  (ALT  AST)  values  and  CPK  have  beei 
observed  (see  WARNINGS)  Transien:  asymptomatic  eosinophilia  has  been  reported.  Eosinophil  counts  usually  retiimed  t( 
normal  despite  continued  therapy  Anemia,  ttirombocytopenia.  and  leukopenia  have  been  reported  witti  HMG-CoA  reductasi 
inhibitors  Concomitant  Therapy:  Pravastatin  has  been  administered  concurrentiy  witti  cholestyramine,  colestipol,  nicotink 
acid,  probucol  and  gemfibrozil.  Preliminary  data  suggest  ttiat  the  addition  of  eittier  probucol  or  gemfibrozil  to  ttierapy  will 
lovastatin  or  pravastatin  is  not  associated  with  greater  reduction  in  LDL-cholesterol  than  ttiat  achieved  witti  lovastatin  o 
pravastatin  alone  No  adverse  reactions  unique  to  ttie  combination  or  in  addition  to  ttiose  previously  reported  for  each  dnj( 
alone  have  been  reported  Myopattiy  and  rtiabdomyolysis  (witti  or  wittiout  acute  renal  failure)  have  been  reported  when  another 
HMG-CoA  reductase  inhibitor  was  used  in  combination  with  immunosuppressive  drugs,  gemfibrozil,  erythromycin,  or  lipid- 
lowenng  doses  of  nicotinic  acid  Concomitant  therapy  witti  HMG-CoA  reductase  inhibrtors  and  these  agents  is  generally  no 
recommended  (See  WARNINGS:  Skeletal  Muscle  and  PRECAUTIONS:  Dnig  Interactions ) 

OVERDOSAGL-  To  date,  ttiere  are  ti«o  reported  cases  of  overdosage  with  pravastatin,  botti  of  which  were  asymptomatic  anc 
not  associated  with  dinical  laboratory  abnormalities  If  an  overdose  occurs.  1  should  be  tteated  symptomatically  and  supportive 
measures  should  be  instituted  as  required 
CAUTION:  Federal  (USA)  law  prohibits  dispensing  wittiout  prescription. 
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The  price  of  a 
name:  "If  we 
are  trying  to 
buy  a  collec- 
tion, the  Getty 
name  is  a 
mixed  bless- 
ing—it suggests 
we  can  pay 
'  says 
Getty  CEO 
Jonathan  Klein. 


delved  into:  stock  photos.  This  is  the 
business  of  pulling  used  photographs 
out  of  file  folders  and  lending  them 
to  book  publishers,  movie  studios, 
advertising  agencies  and  the  like. 

Okay,  it's  not  as  big  as  oil,  which 
yielded  the  Gett\'  family  a  $3  billion 
sum  when  their  company  was  sold  to 
Texaco.  Nor  are  stock  photos  as 
glamorous  as  software,  which  has 
given  rise  to  more  than  a  few  billion- 
dollar  fortunes. 

But  you  can  make  good  money  on 
photo  libraries,  and  Mark  Getty's 
Gett)'  Communications  Pic.  is 
making  a  fine  showing  in  its  efforts  to 


consolidate  and  dominate  this  frag- 
mented industry. 

Getty  Communications,  which 
Mark  Getty  took  public  in  1996, 
netted  $8  million  in  operating 
income  on  revenues  of  $90  million 
last  year.  Recent  acquisitions  will 
almost  double  the  company's  world- 
wide presence. 

You  can  also  put  certain  other  bil- 
lionaires to  shame.  Bill  Gates  is  also 
in  the  stock  photo  business.  He  has 
ladled  out  wads  of  money  (probably 
at  least  $100  million)  to  acquire 
photo  archives,  but  has  little  to  show 
for  the  outlay.  Sales  of  his  Corbis 


"It  always  seemed  mad  to  me  that  people  who  have  common 

investment  objectives,  let  alone  are  related  to  each  other, 

should  take  their  capital  and  allow  it  to  be  less  efficient  by 

breaking  it  up  into  smaller  bits." 


operation  are  believed  to  total  less 
than  $10  million  a  year. 

With  22  offices  in  11  countries, 
London- based  Getty  claims  to  be  the 
only  centralized  provider  of  stock  and 
archive  photography,  moving-film 
footage  and  photojournalism  in  the 
world.  The  two-year-old  company  is 
well  on  its  way  to  changing  the  face 
of  this  business.  As  Getty  moves  to 
digitize  its  collection  of  25  million 
images,  soon  its  customer  base  will 
include  Internet  users  and  school- 
children. 

But  making  money  isn't  the  only 
thing  that  motivates  Mark  Getty.  This 
venture  is  also  about  family. 

Mark  was  just  23  years  old  and 
fresh  out  of  Oxford  in  1983,  the  year 
his  uncle,  Gordon  Getty,  decided  to 
sell  Getty  Oil.  It  was  not  a  popular 
decision.   Several   of  the   relatives 
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Photos  from  the  Hulton  Getty  archive:  top,  walking  the  dog,  1954;  boys  rafting, 
1934;  a  Welsh  regiment  on  "gargling  parade,"  1937;  Howard  Hughes'  Lockheed 
over  New  York  City,  1938;  a  scene  from  Romeo  and  Juliet,  1895. 
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(Mark's  father,  J.  Paul  Getty  Jr., 
among  them)  felt  that  the  company 
should  be  preserved.  But  Gordon, 
who  then  controlled  the  family  trust, 
sold  out. 

"It  always  seemed  mad  to  me  that 
people  who  have  common  invest- 
ment objectives,  let  alone  are  related 
to  each  other,  should  take  their  capi- 
tal and  allow  it  to  be  less  efficient  by 
breaking  it  up  into  smaller  bits,"  says 
Mark  Getty. 

He's  the  only  one  of  J.  Paul's  16 
grandchildren  to  create  a  business; 
most  are  Hving  well  off  their  trust 
fijnds.  Mark,  who  became  an  invest- 
ment banker  with  London-based 
Hambros  Bank  Ltd.,  spent  the  next 
several  years  trying  to  convince  his 
relatives  to  place  their  money  into  a 
collective  enterprise. 

He  succeeded.  With  an  estimated 
$30  million  pooled  fi-om  three  of  the 
Getty  clan's  four  arms,  he  began 
investing.  An  early  stake  in  an  eco- 
tourism  company  in  South  Afiica  was 
merely  a  dry  run.  "That  gave  us  an 
opportunity  to  see  how  well  we  all 
got  along,"  says  Getty,  not  without 
some  humor.  "Families  are  complex 
organisms." 

Having  proved  the  family  could 
stick  together,  Mark  formed  Getty 
Investment  Holdings  in  November 
1993,  together  with  his  former  Ham- 
bros boss,  now  partner,  Jonathan 
Klein.  Getty  began  looking  for  an 
industry  in  which  to  make  a  big 
splash.  He  found  it  in  the  arcane  field 
of  stock  photography. 

"No  one  has  ever  heard  of  it,"  says 
Getty.  "No  one  ever  questions  where 
all  these  pictures  in  magazines  and 
books  come  from." 

They  come  from  diligent  searches 
by  photo  researchers,  who  used  to 
consult  a  maze  of  independent  firms 
to  get  just  the  images  they  wanted. 
What  could  not  be  found  in  a  private 
archive  had  to  be  commissioned  fi-om 
a  freelance  photographer,  at  much 
higher  cost.  Getty's  solution:  Put 
huge  collections  of  photos  and 
images  under  one  roof,  and  use  com- 
puters to  retrieve  them. 


Getty  and  Klein  started  with  the 
$40  million  purchase  of  Britain's  Tony 
Stone  Images,  with  1.1  million  photos 
and  an  established  distribution  system 
.  as  well.  In  April  1996  they  spent  $18 
million  to  buy  the  famed  BBC  picture 
library,  Hulton  Deutsch.  The  collec- 
tion contains  10  miUion  images  by 
such  notables  as  Man  Ray  and  Alfi-ed 
Eisenstaedt.  Aft:er  three  more  acquisi- 
tions, last  month  Getty  acquired  Seat- 
tle-based PhotoDisc,  a  large  propri- 
etor of  50,000  all-digital  images,  for 
an  estimated  $160  million. 

When  Getty  Communications  fin- 
ishes digitizing  its  entire  catalog, 
clients  will  be  able  to  both  find  and 
download  high-resolution  images 
from  a  Web  site.  Right  now,  the  dig- 
ital versions  are  used  only  for  search- 
ing, and  when  you  find  what  you 
want,  you  order  a  glossy  print  for 
delivery  by  mail  or  messenger.  And 
you  pay  according  to  what  the  photo 
is  worth  to  you — perhaps  $200  for  a 
quarter-page  reproduction  in  a 
newsweekly,  much  more  for  some- 
thing that  will  be  used  repeatedly. 
Example:  Just  one  of  Gett}''s  photos, 
of  a  drop  of  water,  has  yielded 
$63,000  in  royalties  for  cigarette 
advertising. 

"Getty  is  professionalizing  the 
industry,"  says  Montgomery  Securi- 
ties analyst  John  Tinker.  "The  funda- 
mental need  has  always  been  there, 
but  prior  suppliers  just  didn't  have 
the  service  component." 

Competition.'  Bill  Gates'  Corbis 
made  headlines  acquiring  the 
Bettmann  Archive,  an  irreplaceable 
collection  of  historical  shots.  But' 
Corbis  doesn't  have  Geny's  distribu- 
tion channels,  especially  into  the 
advertising  and  design  industries. 
Klein  likes  to  point  out  that  when 
Gates  created  Microsoft's  multimedia 
encyclopedia,  Encarta,  he  turned  to 
Gett)'  for  some  of  his  imagery. 

So  how  does  the  family  feel  about 
Mark's  effort?  "They  think  it's  great," 
he  says.  "There  is  a  real  sense  of  loss 
when  a  family  sells  a  business  they've 
spent  generations  building.  I  wanted 
to  get  some  of  that  back."  ^ 
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INTERNET     SOLUTIONS 


Building  a  Website  that  will  attract  millions  of  fans  requires  a  powerful  teammate.  An  IBM  RS/6000'  Internet  solution  handles 
many  of  the  busiest  Websites  around:  the  NHL,  the  Olympic  Games,  the  PGA  of  America,  even  Wimbledon,  to  name  a  few.  The  reason? 
Its  incredibly  scalable  UNIX'  operating  system,  AIX'  gives  the  RS/6000  the  flexibility  to  rise  to  any  challenge  -  now  or  down  the  road. 
So,  if  you're  building  an  Internet  site  for  millions  or  an  intranet  for  hundreds,  we'll  help  design  a  winning  solution  for  your  business.  To  learn 
about  all  of  our  RS/6000  solutions,  stop  by  www.rs6000.ibm.com/solutions  or  call  1 800 IBM-2468,  ext.  FA057. 


IBM,  RS/6000  and  AIX  are  legisleted  liademarks  and  Solutions  lot  a  small  planet  is  a  ttademafk  ol  IBM  Cotp  UNIX  is  a 
registered  trademark  in  ttie  tJS  and  oiner  countries,  licensed  exclusively  througn  X/Open  Company  Limited  All  ottier 
company  and/or  product  names  are  trademariis  or  registered  trademarks  ot  Itieir  respective  companies,  ©1997  IBM  Cotp, 
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Given  the  worldwide  explosion  of  wealth, 

Forbes'  Cost  of  Living  Extremely  Well  Index  has  been  pretty  quiet. 

Cigars  up,  yachts  down 


By  Elizabeth  A.  Amery 


The  cost  of  living  extremely  well  rose  3.2%  last 
year — 100  basis  points  faster  than  the  U.S.  Labor 
Department's  Consumer  Price  Index.  For  this  bulge  in 
our  Clewi  you  can  blame  the  strength  of  the  British 
pound  and  the  spreading  popularit}'  of  cigar  smoking.  A 
Rolls-Royce  Silver  Spur  jumped  5%.  A  box  of  Davidoff 
Aniversario  No.  1  cigars  climbed  4.2%  in  pound  terms — 
but  10%  in  dollars  (to  $633). 

Some  good  news:  A  68 -foot  Nautor's  Swan  sailing  yacht 
made  in  Finland  dropped  13%  (to  $1,958,415),  thanks  to 
the  strength  of  the  dollar  against  the  Finnish  markka. 

In  a  way  it's  surprising  that  Clewi  hasn't  risen  faster. 
With  surging  stock  markets  and  developing  economies, 
mere  milUonaires  are  becoming  commonplace.  At  the 
moment  they  are  so  busy  making  money  they  don't  seem 
to  have  time  to  spend  it.  But  just  wait.  WM 


Coat 

Natural  Russian  sable, 

Maximilian  at  Bloomingdale's 

1976  price,    1997  price,  %  change  96-97 

$40,000        $195,000  0.0% 

Silk  dress 

Bill  Blass  Ltd.,  classic 
1976  price,    1997  price, 
$1,767*  $2,228 

Loafers 

Gucci 

1976  price, 
$89 


1997  price, 
$295 


%  change  96-97 
1.5% 


%  change  96-97 
3.5% 


Education 


Shirts 

1  dozen  cotton,  bespoke, 

Turnbull  &  Asser,  London 

1976  price,    1997  price,  %  change  96-97 

$448  $1,928'  3.3% 

Shoes 

Men's  black  calf  wing  tip, 
custom-made,  John  Lobb,  London 
1976  price,    1997  price,  %  change  96-97 
$202  $2,2'?5'  10.6% 


School 

Preparatory,  Groton.  1-year  tuition, 
room,  board 

1976  price,    1997  price,  %  change  96-97 
$4,200  $24,820  4,29% 

University 

Harvard,  1-year  tuition, 

room,  board,  insurance 

1976  price.    1997  price,  %  change  96-97 

$5,900  $30,080  4.1% 


Entertainment 

Opera 

2  season  tickets.  Metropolitan  Opera, 
Saturday  night,  box 

1976  price,    1997  price,  %  change  96-97 
$480  $3,600  5.3% 

Catered  dinner 

Lobster,  linens,  Limoges  china,  crystal, 
for40,  Ridgewell's,  Bethesda,  Md. 
1976  price,    1997  price,  %  change  96-97 
$2,200  $4,205  0.0% 


Food 


Caviar 

Beluga  malossol,  1  kilo, 
Aristoff  Caviar  &  Fine  Foods,  L.A. 
1976  price,    1997  price,  %  change  96-97 
$283  $1,584  0.0% 

Champagne 

Dom  Perignon,  case, 
Sherry-Lehmann,  N.Y. 

1976  price,    1997  price,  %  change  96-97 
$300  $1,190  5.6% 

Filet  Mignon 

7  pounds,  Lobel's,  N.Y. 

1976  price,    1997  price,  %  change  96-97 

$50  $119  0.0% 

Dinner  at  La  Tour  d'Argent,  Paris 

Estimated  per  person 

(including  wme  and  tip) 

1976  price,    1997  price,  %  change  96-97 

$34  $216'  -5.2% 


Home  furnishings 


Piano 

Steinway  &  Sons,  concert  grand, 
Model  D,  ebonized 

1976  price,    1997  price,  %  change  96-97 
$13,500         $74,800  4.0% 

Flowers  in  season 

Arrangements  for  6  rooms, 

changed  v»eekly, 

Christatos  &  Koster,  N.Y.,  per  month 

1976  price,    1997  price,  %  change  96-97 

$1,400  $7,000  7.7% 

Sheets 

Set  of  Linen  Lace, 

Pratesi,  queen-size 

1976  price,    1997  price,  %  change  96-97 

$1,218*  $5,080  0.0% 

Silverware 

Lenox,  Williamsburg  Shell  pattern, 
4-piece  place  setting  for  12 
1976  price,    1997  price,  %  change  96-97 
$1,341  $2,340  0.0% 


Medical  care 


Face-lift 

American  Academy  of  Facial 
Plastic  &  Reconstructive  Surgery 
1976  price,    1997  price,  %  change  96-97 
$4,000  $9,000  0.0% 

Hospital 

Vip  Washington  Hospital  Center, 
Washington,  O.C. 

1  day  concierge,  security,  gourmet  meals 
1976  price.    1997  price,  %  change  96-97 
$325  $965  4.2% 

Psychiatrist 

Upper  East  Side,  N.Y, 

45  minutes,  standard  fee 

1976  price,    1997  price,  %  change  96-97 

$40  $200  14.3% 


90 


.^j»£^/miiii> 


DECISION     SUPPORT     SOLUTIONS 


Powers 


n  mowers, 
huhniaiTiefs 


How  do  you  turn  your  business  data  into  a  sizable  business  advantage?  We  offered  Sears  a  versatile  power  tool:  the  IBM  RS/6000' 
By  giving  them  a  choice  of  the  leading  database  software,  the  RS/6000  provided  Sears  with  the  flexibility  to  design  a  truly  custom  data 
warehouse.  And,  with  its  award-winning  UNIX'  operating  system,  AIX',  the  RS/6000  easily  manages  their  existing  data.  It  adds  up  to  a 
decision  support  system  that  helps  Sears  better  serve  their  customers  and  helps  l<eep  their  business  growing,  too.  To  see  how  an  RS/6000 
solution  can  power  your  business,  stop  by  www j's6000.  ibm.com/solutions  or  call  1  800 IBM-2468,  ext.  FA059. 


BM,  RS/6000  and  AIX  are  registefed  trademarks  and  Solutions  for  a  small  plane!  is  a  trademark  of  IBM  Corp  UNIX  is  a 
registered  trademark  in  the  U  S.  and  other  countries,  licensed  exclusively  through  X/Open  Company  Limiled  All  olher 
company  and/or  product  names  are  trademarks  or  registered  irademarks  ol  tfieif  respective  companies  ©1997  IBM  Corp, 
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Sometimes  Forbes'  Cost 
of  Living  Extremely  Well 
Index  (in  green)  outpaces 
the  CPi,  as  last  year. 
And  sometimes  not, 
as  in  the  year  before. 
Note:  lines  chart 
percentage  changes. 


Personal  services 


Lawyer 

Established  N.Y.  firm,  partner, 
estate  planning,  average  hourly  fee 
1976  price,    1997  price,  %  change  96-97 
$80  $475  5.6% 

Spa 

The  Golden  Door,  California, 

basic  weekly  unit 

1976  price,    1997  price,  %  change  96-97 

$1,250  $4,500  2.9% 


Personal  care 

Perfume 

1  oz.  Joy,  by  Jean  Patou 

1976  price,    1997  price,  %  change  96-97 

$100  $365  4.3% 

Sauna 

U.S.  Sauna  &  Steam  Co., 

8x10x7  feet,  8-person,  cedar 

1976  price,    1997  price,  %  change  95-97 

$5,000  $11,624  5.0% 
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Sporting  goods  ___    Transportation 


Motor  yacht 

Hatteras  65 

1976  price,    1997  price,  %  change  96-97 

$231,097*    $1,797,700         6.8% 

Sailing  yacht 

Nautor's  Swan  68 

1976  price,    1997  price,  %  change  96-97 

$384,300     $1,958,415'       -12.9% 

Shotguns 

Pair  of  James  PurdeyS  Sons, 

Griffin  &  Howe,  N.Y. 

1976  price,    1997  price,  %  change  96-97 

$20,000         $96,378'  7.7% 

Thoroughbred 

Yearling,  average  price, 

Keeneland  summer  select  sale 

1976  price,    1997  price,  %  change  96-97 

$67,300        $357,514  2.2% 


Sports  facilities 

Swimming  pool 

Olympic,  Olympic  Swimming  Pool  Co., 
Forestville,  Md. 

1975  price,    1997  price,  %  change  95-97 
$192,308*      $610,000  6.1% 

Tennis  court 

Clay,  Putnam  Contracting,  Inc., 
Plainville,  Conn. 

1976  price,    1997  price,  %  change  96-97 
$25,000         $47,000  0.0% 


Airplane 

Learjet  31A,  standard 

equipment,  certified,  10  passengers 

1975  price,    1997  price,    %  change  96-97 

$3,450,000^  $5,775,000  5,4% 


Helicopter 

Sikorsky  S-76B, 
full  executive  options 
1975  price,    1997  price, 
$1,300,000'  $7,700,000 

Automobile 

Rolls-Royce  Silver  Spur 
1975  price,    1997  price, 
$117,000'      $186,100 


%  change  95-97 
2.7% 


%  change  96-97 
5.4% 


Other  goods 
and  services 

Cigars 

Aniversario  No.l,  Dominican 
Republic,  25  cigars,  Davidoff,  N.Y. 
1976  price,    1997  price,  %  change  96-97 
$127*  $633  10% 

Magazine 

Forbes,  1-year  subscription 

1976  price,    1997  price,  %  change  96-97 

$15  $60  5.2% 

Duffel  bag 

Louis  Vuitton, 

Keepall  bandouliere,  55  centimeters 
1976  price,    1997  price,  %  change  96-97 
$391*  $690  -6.1% 

Watch 

Patek  Philippe, 

Classic  man's  gold,  leather  strap 

1976  price,    1997  price,  %  change  96-97 

$2,450  $10,800  0.0% 

Purse 

Hermes,  "Kelly  Bag,"  calfskin, 

rigid,  28  centimeters 

1976  price,    1997  price,  %  change  95-97 

$550  $4,800  4.7% 

Long  distance  phone  call 

10  minutes,  AT&T 

New  York-London 

1976  price,    1997  price,  %  change  96-97 

$12  $12.19  7.0% 

Lodging  while  out  of  town 

Hotel 

2-bedroom  suite,  park  view, 

The  Stanhope.  N.Y 

1976  price,    1997  price,  %  change  96-97 

$333  $875  2.9% 


Airline  ticket 

British  Airways 

Concorde,  round-trip  N.Y.-Londont 

1976  price,    1997  price,    %  change  96-97 

$1,512  $8,475  6.0% 


Toys  and  hobbies 


Train  set 

Red  Christmas  G  gauge,  LGB 

1976  price,    1997  price,  %  change  96-97 

$178*  $580  0.0% 


"Owing  to  new  products  and/or  suppliers,  prices  estimated  from  similar  prod- 
ucts. 'Round-trip  fare  first  published  in  1996  (Clewi  price  previously  based 
on  one-way  fare).  -Based  on  Sept.  15,  1997  exctiange  rates.  -Introduced 
1988.  'Introduced  1978.  ^Introduced  1981.  • 
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A  strong  case» 


Just  in  case. 


A  Rolex  is  not  only  handsome,  it  is  extremely 
rugged,  and  the  key  is  its  trademark  Oyster 
case  sculpted  from  18kt  gold  or  "904  L" 
stainless  steel.  The  case,  combined  with  the 
synthetic  sapphire  crystal  and  patented 
Triplock  winding  crown,  creates  a  virtually 


impenetrable  miniature  vault  which,  for  this 
^  Submariner,  is  pressure-proof  to  1,000 

feet.  Its  legendary  durability  has  made 
it  the  standard  of  excellence  among  divers, 
and  is  just  one  reason  why  this  timepiece  grows 
even  more  impressive  the  deeper  you  delve  into  it. 


t 


Rolex  Oyster  Perpetual  Submariner  Date  in  18kt  gold  and  stainless  steel  with  matching  Oyster  Fliplock  bracelet.  For  the  name  and  location    "Ti  A^  T    "TTy  ^T' 
af  an  Official  Rolex  Jeweler  near  you,  please  call  1-800- 36ROLEX.  Rolex,  •,  Oyster  Perpetual,  Submariner.  Oyster,  Fliplock  and  Triplock  are  trademarks.    Xti  >»/  J^  J-J  Jt^ 


Yes,  the  rich  are  different— 

as  are  their  sex  lives  and  nervous  breakdowns. 

Troubleshooters 


By  Carleen  Hawn 


;  SiSSfS^  5S£S«^ 


•All  secure 

A  complete  burglary  and  fire  security  system  with  central  sta- 
tion monitoring  and  redundant  communications.  Panic 
buttons  and  control  keypads  in  several  locations  in  house. 


,  ■■' 

•On  the  waterfront 

^fe 

A  two-way  intercom  to  your  boat 
from  house,  video  link 

^^>m 

as  well,  10  to  15  miles  out  to  sea. 

A' 


•Basement  as  bunker 

Separate  gasoline-powered 
electrical  generator  to  supply 
security  and  communications  | 
in  case  of  power  outage. 


Fortress  defens 


4r 


The  rich  do  live  behind  tall  walls  and  lots  of  other 
fancy  things.  You  want  the  best  security  for  your 
home?  Strang  Hayes'  technical  ace,  Jim  Palmer,  has 
these  savvy  suggestions. 


•Kids  at  play 

Video  monitoring,  smoke 
and  fire  detection  and  extra- 
secure  windows.  If  someone 
wants  your  money,  he  might 
go  after  your  kids. 
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If  it  is  any  consolation  to  those 
who  aren't  rich,  being  on  The  Forbes 
Four  Hundred,  or  just  being  serious- 
ly rich,  does  bring  problems.  We're 
not  just  talking  about  the  kind  of 
problems  you  deal  with  by  hiring 
bodyguards  and  using  armor-plated 
limousines.  We're  talking  about  the 
\ailnerability  of  the  very  rich  to  extor- 
tion and  to  bad  publicity. 

Where  there  are  problems,  there  is 
business  opportunity.  A  whole  range 
of  firms  now  offer  to  protect  the 
rich — firms  like  Investigative  Group 
International,  Strang  Hayes  Consult- 
ing and  Control  Risks  Group.  Pro- 


viding bodyguards  is  only  a  part  of 
the  services  they  offer.  "Our  clients 
are  the  people  who  are  prone  to  end 
up  on  the  front  page  of  a  newspa- 
per," says  Strang  Hayes'  Robert 
Strang.  "It's  our  job  to  make  sure 
that  never  happens.  We  not  only 
secure  them  physically,  we  make  cer- 
tain that  what  they  want  private 
remains  private." 

Problematic  paramours 

Sexual  harassment  and  paternity  suits 
have  become  a  very  common  form  of 
blackmail.  Couples  break  up  all  the 
time,  but  if  one  of  the  partners  is  a  lot 


richer  than  the  other,  look  out.  Say  a 
rich  woman  has  been  sleeping  with  a 
man  and  gets  tired  of  him.  It  will 
probably  cost  her  plenty,  especially  if 
either  or  both  the  partners  are  mar- 
ried to  someone  else. 

What  do  you  do.>  You  can  call  a 
lawyer  like  New  York  City- based 
attorney  William  Zabel,  who  repre 
sents  members  of  The  Forbes  Four 
Hundred.  Of  course  you  will  have  to 
pay  for  your  indiscretion,  but  Zabel 
and  his  ilk  will  see  that  it  only  costs 
you  money. 

Zabel  ofi:en  must  deal  with  out-of- 
wedlock  babies.   He   recommends 


I  *-- 


=  •Up  on  the  roof 
:  =  A  portable  satellite  t«i|phon« 

^^5  sv<;tem  m  the  attic.     ~^' 


Sleep  easy 

Build  a  "safe  room"  that 
has  Independent  two-way 
^  communication  system 
^  and  locks  from  ^i^n. 
j^  Bulletproof  viaVI%.te\\\i\ar 
^T  phone  m  case  power  goes  out 


•Weather  watch 

Severe  storm  detection. 


•j^ide  hou^  ^ 

i  Hive  more  tlrd^^  safe;  disperse 
'fl^rtant  docufe^s,  v^ables 


L-  .<Sv   (ill! 

•iBlhefamHyroom  ^-.. 

A  local  multipoint  distribution  ^ 
T7^  cellular  satellite  TVJnternet    ?* 
access  via  high-ba(ltfwidth 
radio  link. 


[•Commanding  entrance 

IDrive  should  be  protected 
1  by  CCfrv  systefn  9itl  two-way 
■audio.  Gates  should  be 

1  mechanically  operated 

2  by  code  or  from  within  house. 


•Going  underground 

A  buried  roadway-sensor  to  detecl 
vehicles  as  they  approach  house. 


I  'What  a  racket 

1  inhabit  pond  with  geese. 
I  The  Romans  used  them 
I  as  early  warning  system 


V^  'Always  w/tchlng 

^  Closf*<;^-tV  system 
coverini  ftjfre  perimeter 
as  well  as  approaching  roads. 
Should  record  24  hours 
an^provide  transmission 
I  to  oiff-site  location  for  monitoring. 


'  'Guard  the  ground 

[Entire  property  enclosed 
'by  perimeter  fence  secured 
with  intrusion  detection  system, 
periodic  CCTV  monitors. 


■■'■■■     '■      .  ■-*ttKi^.^:-  ■     .,,  .,    . 
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•Safety  in  light 

Entire  property  equipped  with 
timed  lighting  system  integrate 
ed  with  security  system. 


•Smart  system 

Perimeter  and  itrterior  security 
systems  should  be  connected  by 
network  computer  system,  with 
PCs  in  at  least  three  locations 
throughout  housf  capable 
ofcontrollingit.|houldhave 
alternate  power  source. 


Nv/:.- 


v,^ 


revocable  trusts  for  the  kids.  That 
gives  financial  securit)'  to  the  child, 
but  if  the  mother  or  child  ever  go 
public,  the  trust  is  terminated.  Zabel: 
"There  are  nice  little  bastard  kids 
running  around  this  world  who  are 
very,  very  solvent.  No  one  will  ever 
know." 

Counterfeit  crackdown 

Protecting  their  clients  from  illegiti- 
mate deals,  con  artists  and  frauds  is  a 
huge  part  of  a  security  firm's  work.  A 
team  of  forensic  accountants  spends 
weeks  investigating  the  bank  state- 
ments and  histories  of  dealmakers 
who  approach  their  clients.  "We  once 
discovered  that  the  nursing  home 
company  our  client  had  been  invest- 
ing in  was  defrauding  the  govern- 
ment. That  could  have  ruined  his 
business,"  says  investigator  Mike 
Rothman. 

Global  guerrillas 

Traveling  abroad  poses  particular 
liabilities,  particularly  in  countries  like 
Russia,  Mexico  and  China.  "Eighty 
percent  to  90  percent  of  all  compa- 
nies doing  business  in  Moscow  can 
expect  to  receive  at  least  one  extor- 
tion threat  from  an  organized  crime 
unit,"  says  Control  Risks  investigator 
Eleni  Yacoub.  "We  once  retrieved  a 
client  fi-om  a  Latin  American  country 
where  the  local  authorities  had  plant- 
ed drugs  on  him  and  then  tried  to 
extort  him,"  says  Strang.  "We  con- 
tacted our  agents  there  and  had  him 
home  in  two  days." 
It  cost  the  client  plenty. 

Surveillance  sleuths 

Surveillance  experts  regularly 
"sweep"  the  offices  and  homes,  boats 
and  private  jets  of  clients.  "I  once 
spent  two  days  trying  to  find  a 
recording  device  in  the  office  of  a 
very  powerful  CEO.  He  was  in  the 
midst  of  merger  negotiations.  What 
we  found  was  a  transmitter  no  larger 
than  a  nickel  resting  on  die  underside 
of  a  ceiling  tile — right  above  that 
chairman's  seat.  That  the  transmitter 
was  so  small  means  the  person  bug- 
ging him  had  to  be  within  100  yards. 
And  he  was — one  of  the  chairman's 
senior  executives." 

See  what  we  mean?  Being  rich  isn't 
all  wine  and  roses.  ^ 
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Spies  like  us 


Make  a  little  money  and  bad  people  seem  to  follow  you— extortionists,  blacit- 
mailers,  global  guerrillas.  Troubled  by  the  notion  of  bodyguards?  Why  not  try  a 
little  do-it-yourself  security  with  these  high-tech  tools  of  the  trade? 


TaYga      leather.      For     men 


Available  exclusively  in  Louis  Vuiiton  shops 
and  select  department  stores.     1 .800.458.413  , 


LOUIS  VUITTON 


For  all  the  talk  about 
the  digital  revolution, 
you  still  can't  park 
your  car  in  cyberspace. 


i's-;  ' 


You  don't  need  a  Ph.D.  in  computer  sciences 

to  strike  it  rich  in  the  silicon  revolution.  Also  cashing  in  big: 

pig  farmers,  bill  collectors,  sawmill  operators. 

Riding 

the     ^. 
revolutioii 


By  Michelle  Conlin 

This  year  two  additional  software  magnates  join  The 
Forbes  Four  Fiundred,  a  club  that  already  boasts  13  of 
that  breed.  Average  age:  47.  But  you  can't  eat  informa- 
tion or — at  least  yet — park  your  car  in  cyberspace.  Com- 
puter revolution  or  no,  there  are  lots  of  nonsilicon  ways 
to  get  rich  in  America.  The  1997  class  of  newcomers  to 
The  Forbes  Four  Hundred  has  31  members;  18  of  them 
made  their  piles  in  distinctly  low-tech  ways:  pig  farms  and 
parking  lots,  cheap  motels  and  lumberyards,  corn  seed 
and  rental  cars. 

The  richest  man  in  the  country — Microsoft  founder  Bill 
Gates  (class  of  1986) — got  to  the  top  by  creating  operat- 
ing systems  for  computers.  Years  later  people  like  John 
Morgridge  (class  of  1996)  of  Cisco  Systems  made  a  for- 
tune by  tying  those  computers  together. 

Now  in  high  tech's  third  wave,  people  are  getting  rich 
not  from  selling  chips  but  by  finding  ways  to  use  them  to 
facilitate  more  mundane  fi.mctions. 

Take  pig  farmer  Wendell  Murphy.  Murphy  expanded 
iiis  one-pen  operation  into  the  biggest  hog-farming  busi- 
ness in  the  country.  How.^"  By  taking  the  information  that 
used  to  be  stored  in  farmers'  heads — how  to  breed  the 
creatures,  how  to  feed  them  and  when  to  sell  them — and 
centralizing  it  in  a  massive  database.  Murphy's  software 
directs  the  equipment  that  removes  the  manure,  controls 
the  climate  and  decides  when  the  sows  should  mate. 
Computers  also  help  him  capture  the  cheapest  prices  on 
grain.  Thanks  to  the  way  he  has  used  microchip  technol- 
ogy. Murphy  Family  Farm's  average  annual  output  is 
about  50%  above  the  industry  average.  This  guy  is  now 
worth  $1  billion.  A  pig  farmer  (see  story,  p.  115). 

Demibillionaire  Gary  Tharaldson  owns  the  country's 
biggest  private  motel  empire,  Fargo  N.D.'s  Tharaldson 
Enterprises.  He  built  his  motels  the  same  way  everybody 
else  does,  buys  the  same  mattresses  and  vacuum  cleaners. 
What  he  does  better  is  apply  computerization  to  the  old 
art  of  inn  keeping.  Tharaldson  runs  a  database  that 

PHOTOGRAPHS  BY  ANN  STATES  /  SABA 


"This  is  a  business 

you're  going  to  tell 

your  mother-in-law 

about.  We  don't 

have  beards  and 

we  don't  have 

long  hair." 
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enables  him  to  monitor 
labor  costs  at  his  242 
motels  daily,  instead  of 
quarterly,  saving  $3  million 
a  year  in  labor  costs. 

William  and  Kathryn 
Bartmann,  husband  and 
wife  as  well  as  business 
partners,  are  new  to  The 
Four  Hundred  this  year 
with  net  worths  of  $530 
million  each.  Rocket  scien- 
tists they  are  not,  but  they 
did  figure  out  how  to  use 


technology  to  evaluate 
overdue  debts.  The  Bart- 
manns  own  Commercial 
Financial  Services,  the 
largest  debt-collection 
agency  in  the  U.S.  Using 
data  warehousing  and  spe- 
cially designed  software, 
the  firm  analyzes  delin- 
quent loans,  identifying 
those  most  likely  to  be  col- 
lected. With  that  informa- 
tion, the  Bartmanns  know 
how  much  they  can  pay  for 


a  given  batch  of  bad  loans 
and  still  make  a  profit. 

Car  parking.  Now 
there's  a  nice,  simple  busi- 
ness. Oh  yeah.'  Monroe 
Carell  ($600  million)  of 
Central  Parking  System 
won  entry  into  The  Four 
Hundred  by  applying  bar 
code  technology'  to  parking 
lots,  which  limited  one  of 
the  parking  industry's 
biggest  problems:  theft. 

Lumber.  Making  things 


"They  probably 
wouldn't  like  my 
lifestyle  on  Wall 
Street.  I  only  work 
four  hours  a  day." 
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Falcon  900EX  whisks  you 
\i-$top  from  Frankfurt  to  Chicago 
\jnder  1 1  hours. 


K^^iim 


For  a  plane  to  fly  well, 
it  must  be  beautiful* 


-Marcel  Dassault 


We've  built  over  6000  fighters  and  Falcons  since  our  founder 
uttered  these  simple,  yet  resonant,  words. 

Today,  only  Dassault  makes  both  advanced  fighter  aircraft 
and  business  jets.  Falcons  are  known  as  the  best  designed, 
best  built,  best  flying  business  jets  at  the  top  of  the  market. 
They  have  an  inner  beauty  too — with  large,  functional  cabins. 

For  information  about  the  four  Falcon  models, 
contact  John  Rosanvallon  in  the  U.S.  at  (201)  541-4600  or 
Jean-Claude  Bouxin  in  Paris  at  (331)  40-83-93-08. 


FALCON      JET 


www.falconjet.coM 


n 


"My  competitors, 
thanks  to  deep- 
pocket  owners, 
could  all  afford  to 
lose  money.  I  fought 
it  out  on  my  own." 


from  trees  is  as  old  as  civi- 
lization, but  "Red" 
Emmerson's  ($1.1  billion) 
ticket  to  The  Four  Hun- 
dred is  his  skill  at  using 
MRl-like  machines  to 
inspect  every  slab  of  wood 
at  the  mill  work  division  at 
his  Sierra  Pacific  Industries 
(see  story,  p.  122). 

Pig  farmer,  debt  collec- 
tor, lumber  merchant — all 
became  wealthy  by  har- 
nessing technology.  Actual- 
ly, it's  always  been  that  way. 
The  great  steel  and  railroad 
barons  were  not  themselves 
tech  innovators,  but  they 
were  people  who  capital- 
ized on  new  technologies. 


For  Whit  Hudson  it  was 
garbage  in,  gold  out, 
tlianks  to  Wayne  Huizenga. 


"You  can't  start 

much  closer 

to  the  bottom 

than  where 

I  started." 
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VINCKNT 


VINCK 


YO,   VINNY 


Men 
Edmonds 

For  All   Walks  of  Life 


How  people  address  you  has  quite  a  bit  to  do  with  how  you're  dressed.  Exactly  why 
Allen-Edmonds  has  shoe  styles  to  fit  a  Charles  or  a  Chuck,  a  Louis  and  a 
Louie.  Ranging  in  sizes  from  5  to  18;  widths  AAAA  to  EEE.  Made  so  well 
we  can  recraft  them.  For  a  catalog  and  nearest  dealer,  call  1-800-235-2348. 


http://www.allenedmonds.com     Made  in  the  USA    (MHC) 


Henry  Ford  did,  too.  He 
didn't  invent  mass  produc- 
tion with  interchangeable 
parts,  but  by  applying  it  to 
the  brand-new  auto  indus- 
try, he  figured  out  how  to 
build  a  Model  T  many 
farmers  could  afford. 

Come  to  think  of  it,  it 
wasn't  Thomas  Edison  who 
made  big  money  from 
moviemaking.  It  was  the 
movie  pioneers  who  used  his 
innovations  to  create  mass 


entertainment  products. 

Michael  Egan  ($540  mil- 
lion) didn't  dream  up  the 
rental  car  business,  but  he 
did  transform  it  with 
automation.  Another 

bridge-gapper  is  Whit 
Hudson  ($475  million), 
who  eliminated  the  guess- 
work in  garbage  by  using 
computers  to  weigh  trash 
on  his  trucks. 

Becau.  l-  t  chnology  is 
now  chargii/A  ahead  at  a 


gallop  rather  than  at  a  slow 
trot,  the  opportunities  for 
applying  it  in  new  ways  are 
popping  up  all  over. 

It  shows  in  The  Forbes 
Four  Hundred:  31  new 
members,  18  of  them  in 
low-tech  businesses,  but 
just  about  all  of  them 
plugged  into  the  new  tech- 
nologies. The  silicon  revo- 
lution isn't  just  for  people 
wixh  Ph.D.s  in  physics  from 
Cal  Tech.  ^ 


"Mv  dad  was 

a  janitor  and  my 

mother  cleaned 

houses.  I  wanted  to 

be  somewhere  else. 

It  gave  me  a  hell  of  a 

work  ethic." 

-William  Bartmann 
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Ontario's  richest  asset  is  an  educated,  motivated  and  cost-competitive  workforce,  fully 
conversant  with  new  technologies.  Alan  Stark,  President  of  Amex  Canada,  points  to  this  talent  pool 
as  pivotal  in  Annex's  decision  to  launch  a  new  global  out-sourcing  service  from  Ontario.  •  Building  on  a 
world-class  reputation  for  custonner  service.  Partnering  for  Success-  The  American  Express  Outsourcing 
Advantage,  lets  corporations  capitalize  on  Amex's  expertise  without  having  to  invest  in  their  own 
processing  systems.  The  concept,  as  Mr.  Stark  explains  it,  frees  organizations  "to  focus  on  doing  what 
they  do  best,  running  their  core  business".  •  And  it's  yet  another  high-tech  service  industry  where 
Ontano's  knowledge  workers  truly  shine.  For  Amex,  this  means  performing  a  roster  of  tasks,  including 
card  processing,  telephone  service  center  management  and  systems  design.  In  a  province  where 
fifty  six  per  cent  of  the  workforce  have  college  or  university  training,  progressive  corporations  like 
Amex  are  finding  the  people  they  need  to  succeed.  •  With 
a  positive  climate  and  enviable  lifestyle,  Ontario  is  the  ideal 
base  for  companies  seeking  to  access  world  markets. 
Learn  more  about  the  advantages  of  locating  here.  No  mat- 
ter what  card  you  play  -  your  odds  for  success  are  excellent. 
Call  1 -800-819-8701  orvisitvwyw.ontario-canada.com 


ONTMyo 

Canada 

The  Futures  Right  Here 


While  the  kids  in  Palo  Alto  and  Seattle  advance  the  banner 
of  the  silicon  revolution,  Ray  Park  picks  through 
the  wreckage  that's  left  behind. 

Recycling 
assets 


By  Bruce  Upbin 

As  THE  SILICON  REVOLUTION  SPREADS,  it  creatively  destroys  (thank-you,  Joseph  Schum- 
peter)  the  value  of  older  equipment,  artifacts  of  the  now- fading  mechanical  age.  Some- 
body has  to  figure  out  what  to  do  with  the  old  plant  and  equipment.  Scrap  it,  fix  it  up, 
find  new  uses.  One  of  those  people  is  Brook  Park,  Ohio-based  Raymond  P.  Park.  He 
has  built  a  bilUon-doUar  fortune  recycling  yesterday's  industrial  wonders,  among  them 
a  copper  mine  in  Green  Valley,  Ariz.,  road-building  equipment  in  Costa  Rica,  steel  mills 
in  Pittsburgh  and  unused  nuclear  reactor  parts  from  the  Tennessee  Valley  Authority'. 

Ray  Park  is  a  classic  entrepreneur,  seeing  opportunity  where  others  see  only  loss.  "We 
enjoy  creating  something  out  of  failure,"  says  71 -year-old  Park,  a  college  dropout  and 
onetime  professional  trumpet  player.  "That  gives  us  pleasure,  and  it's  fian." 

Some  readers  may  remember  Park  from  a  1973  profiile  we  did  on  him  (Fo^^ES,  June 
1,  1973).  Park  was  47  at  the  time  and  had  been  buying  and  liquidating  (and  sometimes 
reviving)  old  assets  for  20  years.  We  valued  his  privately  held  Park  Corp.  at  $12  million; 
in  today's  money  that  would  be  about  $39  milUon. 

He  has  come  a  long  way  since.  In  1997  this  "variety  of  junk,"  as  Park  wryly  calls  Park 
Corp.,  will  gross  some  $2.6  billion  and  net  maybe  $150  million.  Park  and  his  four  chil- 
dren are  Park  Corp.'s  only  shareholders.  Two  sons,  Daniel,  48,  and  Kelly,  36,  work  fiiU 
time  in  Pittsburgh.  Patrick,  44,  in  Cleveland.  Daughter  Piper,  38,  living  in  Portland, 
Ore.,  limits  her  role  to  board  meetings. 

Ray  Park  works  out  of  modest  offices  tucked  into  the  cavernous  2.5-minion-square- 
foot  International  Exposition  and  Trade  Center  at  Cleveland's  Hopkins  Airport.  The  I-X, 
as  it's  called,  is  the  largest  privately  owned  convention  center  in  the  U.S.  Its  owner 
is  Park  Corp. 

Forbes  visited  Park  at  I-X  Center  in  July.  Laid-back,  dressed  in  an  open-collar  shirt 
and  beige  slacks  and  looking  like  a  retired  bookkeeper  ("You'd  think  he  had  20  cents 
in  his  pockets,"  says  old  friend  Hershel  McGriff,  69,  who  runs  Park  Corp.'s  mining 
operations),  Park  was  putting  the  final  touches  on  his  biggest  deal  to  date:  the  sale  of 
his  86%  stake  in  American  Axle  &  Manufacturing  in  Detroit  to  New  York  in\'estment 
bankers  Blackstone  Group.  American  Axle  (sales:  $2.2  billion)  is  the  largest  privately 
held  supplier  of  auto  parts  in  North  America.  It  makes  all  of  GM's  axles  for  the  hot-sell- 
ing pickups  and  Chevy  Tahoe,  Yukon  and  Suburban  sport  utilit\'  vehicles. 

Park  bought  his  stake  in  1994  when  GM  decided  to  dump  some  components  plants 
in  an  attempt  to  avoid  major  capital  improvements.  Bigger  and  better-known  compa- 
nies— including  Dana — wanted  to  buy  the  axle  plants.  Park  got  them  by  backing  two 
Detroit  veterans,  Richard  Dauch  and  James  McLernon,  who  went  on  to  overhaul  the 
plants  and  increase  output  by  50%. 
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Recycier  extraordina 
'  Park  (left)  transfo 

rusting  industrial  relics  into 
cision  machinery  shoi 
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The  headaches.  The  heartburn.  The  half-eaten 
lunches.  Running  a  network  isn't  easy.  Especially 
when  you're  the  one  doing  the  running.  At  Compaq, 
we  think  it's  time  that  changed. 
J        Introducing  the  new  Compaq  Deskpro  line.  The 
Deskpro  2000,  4000  and  6000,  all  with  improved 
Intelligent  Manageability,  offer  you  what  you  want 
most:  control.  ■      -  "i 

Control  over  installation,  configuration  and 
asset  management,  all  from  a  single,  convenient 
location.  Control  over  problems  before  they  happen, 
saving  critical  data.  Control  over  administrative,  life- 
time and  support  costs — keeping  total  cost  of 
ownership  low.  And  control  over  your  time.  So  you 
can  focus  on  the  future,  instead  of  repairing  the  past. 

The  Deskpro  4000N,  one  of  our  network-ready 
models,  gives  you  even  better  control  over  structured 
work  environments.  Because  it  has  no  removable 
media  drives  and  requires  less  space,  it's  the  ultimate 
choice  in  manageable  computing.    rSS 

And  with  ODM,  Compaq's  Optimized  Delivery 
Model,  your  new  Deskpro  will  be  built  to  order.  You'll 
receive  Compaq  quality,  Compaq  innovation  and 
Compaq  reliability  at  new  aggressive  prices,  more 
aggressive  than  you've  ever  seen  from  Compaq. 

For  more  information  about  the  Deskpro  series, 
visit  us  at  www.compaq.com/products/desktops/, 
or  contact  your  local  reseller. 
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What  becomes  of  a  100-year-old  steel  mill?  Try  a  movie  megaplex.  Kelly  Park  is  transform- 
ing Andrew  Carnegie's  300-acre  Homestead,  Pa.  works  into  a  shopping  mall  with  offices. 


Truck  demand  keeps  on 
growing,  but  Park  is  cash- 
ing out.  "My  investment 
wasn't  intended  to  be  for- 
ever," he  says,  suggesting 
he  wants  to  free  up  cash  to 
get  back  into  the  "fun"  of 
recycling  industrial  junk. 

Besides,  the  price  is 
right.  On  a  cash  investment 
of  around  $100  million  in 
1994,  Park  will  pocket  at 
least  $600  million. 

Park  grew  up  in  White 
Salmon,  Wash.,  a  small 
town  50  miles  up  the 
Columbia  River  from  Port- 
land,   Ore.     His    father. 


James,  taught  at  a  teachers' 
college  and  graded  wood 
for  lumber  companies  on 
summers  and  weekends. 
He  showed  the  teenage 
Ray  how  to  tell  good 
lumber  from  bad. 

After  high  school  Ray 
Park  dabbled  in  foundry 
and  machine-tooling  class- 
es at  Northwestern  School 
of  Business  in  Portland, 
but  quit  after  his  freshman 
year  to  play  trumpet  in 
local  swing  bands.  Follow- 
ing a  brief  stateside  tour  in 
the  Army  Air  Corps,  Park 
returned    to    the    Pacific 


"We  enjoy  creating  somediing  out 

of  failure,"  says  Park.  '  That  gives  us 

pleasure,  ai  .1  it's  fun." 


Northwest  in  1945  and, 
with  only  $1,000  to  his 
name,  got  into  the  lumber 
business.  Figuring  that  in 
any  large  quantity  of  junk 
there  is  usually  something 
valuable  that  has  gone 
undetected.  Park  bought  as 
much  worst-grade  limiber 
as  he  could  afford,  then 
culled  out  the  worst  of  the 
worst  and  peddled  the  rest 
as  high-grade. 

By  1951  Park  had  culled 
and  traded  enough  loads  of 
lumber  to  start  his  own 
lumber  remanufacturing 
plant  in  Eureka,  Calif  After 
learning  the  intricacies  and 
economics  of  mills,  in  1958 
he  put  $50,000  down  for  a 
decrepit  Georgia-Pacific 
mill  in  Eureka  that  no  one 


else  wanted.  Park  renovat- 
ed the  place  and  leased  it 
out,  creating  a  positive 
carry  on  his  investment. 

By  1965  Park  was  out  of 
the  lumber  business  and 
into  looking  for  tired  old 
companies  he  could  rejuve- 
nate or  liquidate.  Most 
were  in  the  Rust  Belt,  so  in 
1969  Park  moved  his 
family  to  Charleston,  W. 
Va.  For  a  while  the  Parks 
lived  in  a  five-bedroom 
apartment  above  the  crane- 
ways  in  an  old  battleship 
gun  plant  he'd  bought. 
Joined  by  his  oldest  son, 
Daniel,  and  later  by  sons 
Patrick  and  Kelly,  Park  flew 
his  twin-engine  Beechcraft 
from  one  midwestern  cit)' 
to  another,  appraising 
unwanted  steel  mills, 
stamping  plants  and 
machine  shops  thrown  on 
the  block  by  industrial 
names  like  FMC,  Midvale- 
Heppenstall  Steel  and  Gulf 
&  Western.  Jogging  click- 
ers in  hand,  the  Parks 
would  ring  up  $10,000 
increments  as  they 
patrolled  the  sites.  After- 
ward, they  compared  chck- 
ers  to  arrive  at  a  cash  offer. 

Recalls  Patrick  Park, 
then  in  his  twenties: 
"Growing  up,  we  swept 
out  plants,  drove  lift  trucks, 
put  up  siding  and  poured 
concrete  floors.  If  you 
didn't  get  your  hands  dirt>', 
you  couldn't  know  what 
was  going  on." 

But  once  title  to  the 
assets  passes  into  Park's 
hands,  cleanliness  gets  high 
priority.  One  of  the  first 
things  Ray  does  upon  airiv- 
ing  at  the  I-X  Center  is  to 
inspect  the  washrooms  and 
kitchens.  "He's  the  first  to 
pick  up  a  piece  of  paper  or 
cigarette  butt  off  the 
floor,"  says  son  Kelly. 

Park  doesn't  make  a 
killing  on  every  deal  but  he 
does  so  many  that  he  is 
almost  bound  to  make  one 
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sooner  or  later.  In  1986, 
when  copper  had  dropped 
to  60  cents  a  pound,  Ana- 
conda Minerals  wanted  to 
unload  its  copper  mines  in 
Missoula,  Mont.  and 
Green  Valley,  Ariz.  Park 
bought  the  12,000-acre 
Arizona  mine  for  $12  mil- 
lion. Billionaire  Dennis 
Washington  (see)  got  the 
other  for  $14  million.  Six 
months  later  copper  hit 
$1.40  per  pound  and  Park 
quickly  signed  Cyprus 
Minerals  to  a  15 -year  lease. 
Park  got  an  undisclosed 
royalty,  sold  off  some  used 
machinery — and  made 
back  his  original  invest- 
ment in  a  mere  six  months. 
Some  deals  work  out 
quickly,  others  over  fairly 
long  stretches.  Right  now 


considerable  Park  Corp. 
energy  is  flowing  into  in- 
vestments in  the  Pittsburgh 
area  begun  14  years  ago. 

In  1983  Park  paid  $9 
million  for  the  bankrupt 
Mesta  Machine  Co.  in 
Homestead,  Pa.,  just  up 
the  Monongahela  River 
from  Pittsburgh.  In  its 
heyday  Mesta  had  built  the 
enormous  presses  and  rolls 
for  steel  mills  worldwide. 
When  Park  strolled  the 
quiet  shop  floor  to  see 
what  he  could  sell,  a  Mesta 
bookkeeper  asked  him 
what  he  wanted  to  do  with 
several  purchase  orders. 
Let's  turn  on  the  equip- 
ment, said  Park. 

Park  liked  metal-bend- 
ing. Since  1983  he  has 
bought  seven  more  divi- 


"Growing  up,  we  swept  floors  and  poured 

concrete.  If  you  didn't  get  your  hands  dirty, 

you  couldn't  know  what  was  going  on." 


sions  from  steelmakers 
around  the  Midwest. 
Renamed  West  Homestead 
Engineering  and  Machine 
Co. — Whemco  for  short — 
the  company  now  "grosses 
$175  million  making  steel 
mill  rolls  and  equipment. 

Along  the  Monongahela 
river  near  Whemco's  head- 
quarters are  300  acres  of 
empt}'  brown  land:  the  site 
of  the  giant  Homestead 
steel  works,  where  Andrew 
Carnegie  and  Henry  Frick 
consolidated  their  power  in 
the  steel  industry  in  the 
1880s.  Park  bought  the 
Homestead    works    from 


Patrick  Park,  a  concert  pianist,  turned  a  mothballed  WWII  bomberiiarts  plant  into  a 
convention  hall.  The  Park  Corp.'s  giant  hX  Center  in  Brook  Park,  Ohio  is  worth  $120  million. 


U.S.  Steel  in  1988.  It  took 
him  eight  years  to  demolish 
the  complex  and  cart  away 
900,000  tons  of  scrap.  All 
that's  left  are  a  12,000-ton 
forging  press,  a  row  of  13 
smokestacks  and  the  river 
landing  where  strike-bust- 
ing Pinkerton  agents  did 
bloody  battle  with  mill 
workers  in  1872. 

Under  Kelly  Park's 
supervision,  the  Home- 
stead site  will  be  one  of  the 
biggest  real  estate  develop- 
ments in  Pittsburgh.  The 
Parks  plan  to  fill  Carnegie's 
mill  site  with  big- box 
retailers,  offices,  apart- 
ments, a  movie  megaplex. 
Pittsburgh  is  a  hilly,  notori- 
ously hard  place  to  build. 
Within  city  limits  there  are 
no  shopping  malls  or  mul- 
tiplex cinemas.  All  of  that  is 
a  2 5 -minute  drive  into  the 
suburbs.  Homestead,  how- 
ever, is  eight  minutes  from 
downtown.  Once  the  first 
stage  opens,  in  the  spring 
of  1998,  it  is  expected  to 
create  5,000  new  jobs, 
$22  million  in  annual  taxes 
and  a  big  morale  boost  to 
the  long-depressed  Home- 
stead area. 

Kelly  Park,  who  has 
already  secured  $80  million 
of  the  financing  for  the 
$270  million  project,  is 
already  thinking  about  the 
next  generation  of  Park 
Corp.  leadership.  Standing 
90  feet  above  the  Monon- 
gahela River  on  a  gantry 
crane  that  used  to  load  slag 
onto  barges,  Kelly  Park 
points  out  his  15 -year-old 
son,  James,  on  tlie  ground. 
The  teenager  is  gamely 
struggling  to  clean  die  dirt 
off  the  crane's  steel  tracks 
with  a  pressure  washer. 
Another  industrial  asset 
rccycler  in  the  making.  ^M 
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They  are  mentors 


Roy  Roherts.  lice  president.  General  Motors  Corporation:  general  manager, 
Pontiar-GMC:  chairman.  1997  National  Scout  Jamboree:  and  member.  BSA 
.\alional  Executive  Board 

"I  am  a  firm  l)eliever  that  tlie  efforts  made  by  our  adult  mentors  in  the 
Boy  Scouts  of  America  go  a  long  way  toward  making  sure  that  our  future 
looks  healthy  and  bright." 


Zig  Ziglar,  renowned  motivational  speaker  and  member. 
BSA  National  Council  Advisory  Committee 

■'Timeless  principles  are  learned  in  Scouting.  Following  the  Scout  Law 
sounds  like  a  game  plan  that  would  give  us  all  a  better  chance  for  success 
ill  life  —  and  I  mean  every  area  of  Hie.  I  encourage  you  to  get  involved  in 
Scouting  in  your  community  —  you'll  be  glad  you  did!" 


Jose  Nino,  president  and  chiej  executive  officer, 
Vnited  States  Hispanic  Chamber  of  Commerce 

■'You  learn  the  values  you  need  to  know  in  Scouting.  The  program 

reinforces  the  values  you  bring  Irom  home  and  aUows  vou  to  share  those 

values  with  others.  Scouting  teaches  teamwork,  leadership,  and  su|)|)ort 

while  instilling  responsibility  at  an  earlv  age." 


Jim  Lovell,  commander.  Apollo  13  mission:  Eagle  Scout:  and  member. 
BS'\   \allonal  Executive  Hoard 

"\  su|)poil  the  Scouting  movement  because  of  the  lessons  I  learned  as  a 

bo\   following  the  Scout  motto.  Wr  Prepared.  That  phrase  became  more  than 

a  iiidtli)  to  mc  as  an  adult  and  hel|)cd  mc  sur\ive  the  crisis  on  board  the 

VjioHo  I  .'i  s|)acc  lliglil." 


to  Scouting  youth! 

Ed  tt  liilucre.  chairntdii  und  cliiej  execulire  officer.  SBC  Cuinniunicaliuns  Inc.: 

and  BSA  executive  vice  president      ^^ 

"As  a  priKluct  ()[  the  Boy  Scouts  ol  America  myself.  I  personally  uiulerstaiul      HK  'T^' 

the  posili\e  impact  Scouting  can  have  on  a  young  man.  Our  nations  youth 

need  mentoring  and  positive  adult  role  models  now  more  than  ever. 

I  can  think  ol  no  better  organization  vsheie  lodavs  leaders  can  make  a  difierence 

than  in  the  Bov  Scouts  ol  America,  the  l)irth[)lace  ol  tomorrow's  leaders." 


Ron   Trniplr.  ( lumcellor.  (lily  Colleges  of  Cliicdgo:  and  cluiirnidn. 

BSA  Vrlxtn  Emphasis  Commillee 

"For  me.  Scouting  ami  lcadcishi|)  arc  s\  iH)tiymous.  As  a  young  camp 

dircctoi'.  I  learned  [)ractical  leadeiship  and  management  skills.  These  skills 

still  ser\e  me  todav  as  I  lun  llic  nalions  second  largest  coriuiniinty  college  system. 

wliicdi  has  almost  ').()()()  (Mn|>lo\ecs  ami  appro\imal(dy  200. ()()()  sludcnls.    There 

isn't  a  (la\   thai  m\   Scoutiu";  hack'rioutid  doesn't  serve  me  well." 


\'orm  Augustine,  chairman.  Eockheed  Martin  Corj)oralion: 
Eagle  Scout:  and  past  president.  BSA 

"Our  in\cstments  in  ."^couting  enrich  countless  lives  ami  li(d|)  build  (diaraclcr, 

shaping  voung  peo[)le  to  become  involved.  res[)onsible  citizens  —  and  tomorrow's 

leaders.    \\\r  real  (juestion  is  not  how  can'  busy  people  allord  to  take  the  time  to 

jecome  involved  in  Scouting,  but  how  can  anyone  concerned  about  the  future  oT  oui 

society  afford  not  to  take  an  active  role  iti  a  program  with  so  successlul  a  record  ol 

preparing  future  generations  for  the  c  hallenges  and  op|)ortunities  of  life." 


Gary  Locke,  governor.  Washington  slate:  and  Distinguished  Eagle  Seoul 

'"The  Boy  Scouts  of  America  played  a  key  role  in  my  life. 

Many  of  my  closest  friends  are  from  my  Scouting  days,  and  many  of  the 

values  I  learned  fiom  Scouting  continue  to  serve  me  today." 


Character 
Counts. 
Pass  It  On! 


Perhaps  as  never  before.  American  society  is  in  a  state  of  flux.  In  every  socioeconomic 
segment  of  our  society,  we  face  significant  changes  in  our  neighborhoods,  family  structures, 
and  the  workforce.  All  too  often  messages  to  youth  concerning  success  equate  power  with 
material  possessions.  Messages  that  encourage  moral  and  ethical  responsibility  and 
commitment  to  family  and  citizenship  come  few  and  far  between. 
Through  positive  adult  interaction.  Cub  Scouting  and  Boy  Scouting  help  build  self-confidence  and  a 
sense  of  achievement  in  young  men    Youth  also  learn  how  to  lead  and  be  led,  which  helps  them  be  better 
Scouts  and  valuable  team  players.  Most  important,  boys  learn  traditional  values  while  engaged  in  the  fun 
of  Scouting. 

Whether  you  were  once  a  Cub  Scout  or  Boy  Scout,  or  have  never  been  involved  with  the  Scouting 
movement,  the  Boy  Scouts  of  America  has  a  place  tor  you.  In  addition  to  Scoutmaster  and  other  tradi- 
tional roles  dealing  directly  with  youth,  there  are  a  myriad  of  positions  open  to  men  and  women  on  local 
BSA  district  committees,  executive  boards,  as  well  as  fund-raising,  program,  and  marketing  committees. 
With  more  than  330  BSA  local  councils  serving  millions  of  young  men  nationwide,  there  are  limitless 
ways  you  can  serve  youth.  The  BSA  needs  positive  mentors  like  you  to  help  shepherd  young  men  in  the 
21st  century. 

Give  your  BSA  local  council  a  call  today  (Look  under  "Boy  Scouts  of  America"  in  your  local  telephone 
directory  or  visit  us  on  the  World  Wide  Web:  http://ww\v.bsa. scouting. org).  Get  involved  in  Scouting.  You 
will  not  only  make  an  impact  on  the  lives  of  young  men.  bul  they  will  make  an  enormous  impact  on  you! 


John  W.  Creighton   |r. 
President 


Jere  B.  Ratcliffc 
Chief  Scout  K\ecuti\e 


MjFsraem^ 


Wendell  Murphy  set  out  to  make  a  few  bucks  selling  pig  feed. 
He  ended  up  changing  an  industry  whole  hog. 

The  Ray  Kroc  of  pigsties 


By  Daniel  Roth 

In  a  nursing  room  of  Wendell 
Murphy's  huge  sow  farm  in  Warsaw, 
N.C.,  technicians  in  blue  coveralls  play 
Garth  Brooks  for  thousands  of  new- 
born piglets.  The  music  accustoms  the 
little  critters  to  the  human  voice  and 
calms  them  down.  Calm  pigs  are 
healthy  pigs.  It's  just  one  of  the  tricks 
that  has  made  Wendell  Murphy  a  bil- 


lionaire in  the  world's  most  down-to- 
earth  business:  pig  farming. 

Unless  you  read  Hogs  Today  maga- 
zine, you  probably  don't  know  that 
Murphy  Family  Farms  is  by  far  the 
nation's  largest  pig  farmer.  It  owns 
over  275,000  sows,  twice  as  many  as 
its  closest  rival,  Carroll's  Foods,  plus  6 
million  hogs  at  various  stages  in  the 


journey  from  birth  to  packinghouse. 

The  company  is  private — no  figures 
released.  But  live-hog  prices  at  the 
abattoir  are  public,  and  they  are  up 
around  50%  over  the  past  three  years, 
to  $135  a  head.  Forbes  estimates  that 
Murphy  Family  Farms  this  year  will 
net  something  like  $150  million 
pretax  on  $775  million  in  revenue. 


Hit  by  a  quaran- 
tine, Murphy 
raised  his  pigs  on 
local  tobacco 
farms.  Now  he's 
gone  nationwide. 
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Animal  farm 

One  way  to  make  money  in  a  low-tech  business  is  to  be  the  first  to  apply 
high  technology  to  it.  To  push  natvire's  envelope,  Wendell  Murphy  hires 
teams  of  nutritionists  and  engineers  who  study  everything  fi-om  the  pigs' 
comfort  temperature  (sows,  70  degrees;  piglets,  90  degrees)  to  when  piglets 
should  be  taken  off  milk  and  put  on  soybean  meal. 

The  fellow  in  charge  is  Terry  Coffey,  a  Ph.D.  in  nutrition  who  used  to 
teach  metabolism  and  swine  management  at  North  Carolina  State.  "Feed  is 
65%  to  75%  of  your  cost  of  production,"  says  Coffey.  "If  you  don't  know 
how  to  feed  your  pigs  precisely,  you're  not  going  to  be  competitive." 

Coffey  also  scours  breeding  operations  around  the  world  for  lean,  dis- 
ease-resistant pigs.  All  of  Murphy's  sows  are  bred  with  some  degree  of  arti- 
ficial insemination  to  make  sure  the  desirable  genes  are  passed  on. 

Computers  in  each  barn  monitor  and  adjust  temperature  and  ventilation. 
Thanks  to  the  technology',  a  contract  farmer  might  spend  only  two  hours  a 
day  raising  3,000  pigs,  using  the  rest  of  his  time  to  manage  other  crops. 
That  means  Murphy  can  pay  his  contractors  less. 

The  information  system  signals  Murphy  when  it's  time  to  send  more  feed 
to  one  of  his  contract  farmers,  and  what  kind  of  feed  to  send.  This  enables 
Murphy  to  keep  inventories  of  feed  at  no  more  than  three  weeks'  needs. 
His  main  feed  mill — the  largest  in  America — grinds  out  21,000  tons  of  feed 
a  week. 

In  Murphy's  sow  farms,  technicians  use  portable  ultrasound  machines  to 
determine  if  sows  have  been  impregnated  during  mating.  If  not,  the  sows 
are  quickly  put  back  into  mating.  This  cuts  the  time  the  sows  are  not  preg- 
nant. Since  1 99 1  Murphy's  sows  ha\'e  increased  their  xdcld — the  number  of 
piglets  they  bear  every  year — from  20.2  to  22,  a  great  leap  forward  in 
animal  husbandry. 

A  database  tracks  over  275,000  sows'  mating  schedules,  number  of  days 
in  gestation  and  number  of  pigs  bred.  Coffey  uses  this  information  to  deter- 
mine such  things  as  \\hether  sows  are  being  mated  as  soon  as  they  are  in 
heat  and  when  it's  time  to  send  a  sow  to  slaughter. 

"The  more  information  we  have,  the  easier  it  is  for  us  to  duplicate  these 
large  [sow]  farms  effectively,"  says  Coffc>'.  "Technology  undergirds  every- 
thing we  do."  -D.R.  HI 


Murphy's  two- thirds  stake  would  be 
worth  some  $  1  billion  if  he  took  the 
company  public.  (His  younger  broth- 
er and  sister  and  his  son  Dell  own  the 
remaining  tliird.) 

How  do  you  make  a  billion  dollars  in 
pigs.>  The  way  Ray  Kroc  did  it  with 
hamburgers:  by  systematizing  a  business 
that  used  to  be  fi-agmented,  inefficient 
and  undercapitalized.  Borrowing 
another  page  from  McDonald's 
founder,  Murphy  has  done  this  without 
using  much  of  his  own  capital.  Kroc  got 
his  franchisees  to  put  up  most  of  the 
capital  to  build  the  restaurants.  Murphy 
gets  contract  farmers  to  put  up  most  of 
the  capital  needed  to  fatten  a  pig. 

After  graduating  from  North  Car- 
olina State  in  1960  with  a  degree  in 
agriculture,  Murphy,  now  59,  took  a 
S4,080-a-year  job  teaching  agriculture 
at  a  high  school  near  his  hometown, 
Rose  Hill,  N.C.  (pop.  13,098).  His 
wife  worked  as  an  office  clerk.  They 
managed  to  save  $3,000,  which,  in 
1962,  he  put  toward  a  mill  that 
ground  corn  for  feed.  His  father,  a 
debt-wary  tobacco  farmer,  reluctantly 
guaranteed  a  bank  loan  for  the  re- 
maining $10,000  needed  to  acquire 
the  mill,  on  condition  he  not  give  up 
his  day  job.  "I  had  to  nag  Daddy  for 
months  for  that  money,"  Murphy  says. 

On  the  side  Murphy  began  raising 
a  few  pigs,  captive  consumers  of  what- 
ever feed  Murphy  couldn't  sell  to  his 
neighbors.  The  pigs  took  over.  By 
1968  Murphy  stopped  selling  feed. 

Murphy  raised  his  hogs  as  they  had 
been  raised  down  the  centuries:  in  a 
mud  pit  sprinkled  ^\^th  plent)'  of  corn 
feed.  But  in  1969  a  cholera  epidemic 
hit  Murphy's  farm.  The  U.S.  Depart- 
ment of  Agriculture  destroyed 
Murphy's  3,000  hogs  and  slapped  a 
quarantine  on  the  farm.  Disasters  are 
often  inflection  points  in  businesses 
and  careers.  They  require  creative 
strategies  and  imaginati\'e  use  of  scarce 
resources.  In  the  wake  of  the  cholera 
epidemic.  Murphy  brought  contract 
farming  to  pigs.  Until  then  contract 
faiming  was  done  almost  exclusi\'eh'  in 
the  poultry  business. 

Strapped  for  cash  but  determined  to 
rebuild  his  herd  quickly.  Murphy 
asked  his  tobacco-farming  neighbors 
to  raise  his  hogs.  Murphy  would 
supply  the  fences,  food  and  piglets;  the 
neighbors  would  supply  the  labor  and 
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"You  shower  going  in  [to  a  sow  farm]  because  you  have  to, 
you  shower  coming  out  because  you  want  to." 


the  acreage.  For  their  efforts,  Murphy 
would  pay  these  contractors  SI  for 
every  hog  taken  in  at  8  weeks  old  and 
returned  to  him  15  weeks  later,  at 
which  point  he  could  sell  the  pigs  to 
the  packing  houses.  A  guaranteed 
income  stream  is  rare  in  agriculture,  so 
Murphy  had  plent)'  of  takers. 

Through  the  1970s  and  1980s 
Murphy  expanded  across  North  Car- 
olina. As  the  scale  of  his  operation 
grew,  he  began  hiring  agriculture 
experts  to  help  him  find  ways  to  make 
his  operation  more  efficient.  Again, 
necessity'  was  the  mother  of  Murphy's 
innovations.  About  65%  of  a  hog 
farm's  costs  come  from  food.  Mid- 
western hog  farmers,  with  easy  access 
to  cheap  corn  and  other  grain,  domi- 
nated the  hog  market.  Murphy  knew 
the  only  way  he  could  compete  was  by 
using  the  latest  technology  to  increase 
his  sows'  yield  and  manage  his  costs. 

At  the  time,  it  was  common  to  raise 
anyw^here  from  2,000  to  3,000  pigs 
on  one  farm,  keeping  them  there  for 
the  entire  time  it  took  to  fatten  them 
for  slaughter.  Murphy's  technicians 
took  a  different  approach.  They  broke 
the  fattening  process  into  three  stages. 
This  reduced  his  pigs'  susceptibility  to 
disease,  the  biggest  risk — as  Murphy 
knew  firsthand — for  pig  farmers. 

Why  stages?  In  the  first  two  weeks 
of  nursing,  a  sow  passes  on  vital  anti- 
bodies to  her  young.  Then  she  starts 
passing  on  diseases.  So  when  the 
piglets  turn  15  days  old.  Murphy 
herds  them  into  whitewashed,  sani- 
tized former  school  buses  for  transport 
to  the  next  contract  farm.  The  pigs 
will  stay  there  until  they  reach  50 
pounds.  That  takes  about  50  days. 

Older  hogs  also  pass  diseases  to  die 
young.  So  at  10  weeks,  the  hogs  are 
sent  off  to  a  finishing  farm.  There 
they'll  stay  for  the  2 1  weeks  it  takes  to 
reach  their  market  weight  of  250 
pounds,  at  which  Murphy  delivers 
them  to  the  packinghouses. 

Because  the  breeding  of  sows  and 
the  first  few  days  of  a  piglet's  life  are  so 
important  to  the  goal  of  getting  the 
most  pig  for  the  least  feed.  Murphy 
keeps  tight  controls  on  his  sow  firms. 
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He  currently  owns  125  and  treats 
them  as  if  they  were  hospitals.  To  keep 
airborne  viruses  from  spreading. 
Murphy  requires  that  contractors  hop- 
ing to  do  business  with  him  are  for- 
bidden to  operate  hog  units  within  a 
mile  of  a  Murphy  sow  farm. 

Visiting  one  of  Murphy's  sow  farms 
is  like  stepping  into  an  operating 
room.  Visitors  must  strip,  shower  and 
don  company-provided  underwear, 
coveralls  and  rubber  boots  before 
seeing  the  sows.  ("You  shower  going 
in  because  you  have  to,"  says  a  pig 
expert.  "You  shower  coming  out  be- 
cause you  want  to.") 

The  biggest  operations  each  have 
3,600  sows  that  are  constantiy  mating, 
gestating,  delivering.  The  noise  is 
worse  than  the  smell.  Workers  wear 
earplugs  to  block  the  constant  squeal- 
ing. The  only  semiquiet  place  is  in 
those  nursing  rooms  where  Garth 
Brooks  and  other  singers  play  to  the 
appreciative  piglets  24  hours  a  day. 

About  30%  of  Murphy's  sows  are 
always  inseminated  artificially.  The  rest 
get  one  natural  breeding  for  every  two 
artificial  breedings.  Since  it's  hard  to 
tell  when  a  sow  is  in  heat.  Murphy 
stands  a  boar  behind  exery  two  sows 
to  sniff  out  the  right  time. 

All  these  precautions  and  innova- 
tions have  paid  off  in  increased  yield. 
Murphy  gets  an  average  annual  output 
of  about  22  piglets  per  sow.  Typical 
hog  farmers  average  fewer  than  15. 
While  other  farmers'  pigs  t\,'pically 
consume  4  pounds  of  feed  for  every  1 
pound  they  put  on.  Murphy's  pigs 
require  only  3  pounds. 

Despite  the  strict  controls  he  impos- 
es on  his  contract  farmers,  Murphy  has 
no  trouble  finding  people  who  would 
Hke  to  baby-sit  his  piglets.  Oliver 
Oudaw,  a  tobacco  farmer  in  Warsaw, 
N.C.,  explains  why.  Nearly  four  years 
ago  Outiaw  became  one  of  Murphy's 
contract  larmers,  fattening  the  pigs 
during  their  seven-week  nursing 
phase.  To  get  set  up,  he  had  to  build  a 
road  to  his  new  pig  larm,  dig  and  line 
c  lagoon  to  hold  the  waste  and  build 
h     n\'o  barns  to  Murphy's  specifics. 

\li  this  put  Outlaw  back  about 
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$325,000,  but  he  knew  that  over  the 
course  of  a  year  he  would  be  raising 
36,500  pigs  for  Murphy,  at  $3  a  head. 
With  Murphy  supplying  all  the  feed 
and  veterinary  care,  the  $109,500  a 
year  in  proceeds  (without  subtracting 
Oudaw's  labor)  was  nearly  all  profit. 
With  such  a  return,  Oudaw's  banker 
had  no  problem  lending  the  money  to 
make  the  necessary  improvements. 

Today  Murphy  Family  Farms  em- 
ploys some  500  such  contractors  in 
North  Carolina,  Missouri,  Iowa,  Okla- 
homa, Kansas  and  lUinois.  They  re- 
ceive anywhere  from  $3  to  $15  per 
head,  plus  performance  bonuses, 
depending  on  the  pigs'  stage  of  devel- 
opment and  the  location  of  the  farm. 
Murphy  tells  his  farmers  exacdy  how 
to  grow  his  hogs — ^when  and  what  to 
feed  them — producing  a  standardized 
hog  that  commands  premium  prices 
fi-om  big  slaughterhouses  like  Smith- 


of  hogs  per  farm  in  North  Carolina 
grew  fivefold,  compared  with  a  60% 
increase  nationwide.  In  1989  North 
Carolina  hogs  produced  5.4%  of  the 
nation's  pork.  Now  the  state's  share  is 
1 1%,  second  only  to.  Iowa's. 

Murphy's  principal  problem — and,  it 
turns  out,  a  valuable  hidden  asset — can 
be  summed  up  in  two  words:  pig 
manure.  A  contractor  with  two  2,600- 
head  nursing  barns  has  to  deal  with 
356,720  gallons  of  the  stuff  a  year. 

Pig  waste  is  toxic — every  few  years 
a  farmer  dies  from  fiimes  when  he 
walks  into  older-style  covered  waste 
pits.  The  state  of  the  art  in  waste  han- 
dling is  to  store  it  in  open  clay-bot- 
tomed ponds.  It  decomposes,  and 
some  is  withdrawn  to  spray  on  crop 
lands  in  order  to  return  nitrogen  to 
the  soil.  The  clay  prevents  the  manure 
from  leaching  into  local  waterways, 
but  the  pig  farms  still  don't  win  any 


field  Foods.  (Murphy  owns  2.7%  of 
Smithfield,  worth  $30  million.) 

Murphy  runs  his  empire  from  an 
unassuming  ranch -style  office  in  Rose 
Hill.  Boot-scrapers  are  positioned  out- 
side each  door.  From  behind  a  round 
conference  table.  Murphy — tanned, 
silver-haired  and  sporting  a  fat  gold 
Rolex  and  a  pig-patterned  tie — sits 
quietiy,  letting  his  lieutenants  do  much 
of  the  talking  for  him. 

In  his  low-key  but  highly  focused 
manner,  Wendell  Murphy,  almost 
single-handedly,  has  broken  the  mid- 
western  grip  on  the  hog  business. 
Between  1989  and  1994  the  number 
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A  nursing  farm:  the  second  of  three 
stops  in  a  pig's  210-day  life  cycle. 


friends.  The  ponds  stink,  and  they 
occasionally  burst  open.  In  1995  the 
Raleigh  News  &■  Observer  won  a 
Pulitzer  Prize  for  a  sensationalistic 
report  that  highlighted  Wendell 
Murphy  and  the  growth  of  hog  farm- 
ing in  North  Carolina — and  the  dan- 
gers of  a  manure  lagoon  breach. 

A  few  months  aft:er  the  stories  ran, 
hca\y  rains  in  eastern  North  Carolina 
caused  a  lagoon  to  burst,  dumping  22 
;  Hion  gallons  offish-killing  manure 
ii   (.  a  river.  The  lagoon  didn't  belong 


to  Murphy  or  his  contractors.  But  as  a 
result  of  the  News  &  Observer  series, 
national  media  outlets  like  CBS'  60 
Minutes  turned  the  spotlight  on  him. 

"It  wasn't  totally  fair,"  says  John 
Sigmon,  the  associate  dean  of  Duke's 
environmental  school.  "The  big  guys 
like  Murphy  were  the  ones  making 
sure  something  like  that  didn't 
happen."  But  try  telling  that  to  your 
average  reporter. 

Or  politician.  Notwithstanding 
Murphy's  connections  in  Raleigh, 
where  he  served  five  terms  as  a  state 
representative  and  then  senator,  the 
spills  inspired  the  North  Carolina  legis- 
lature to  ban  new  hog  farms  for  two 
years.  This  constrains  Murphy's  growth. 
But  it  also  grandfathers  his  operation, 
pretty  much  guaranteeing  that  no  one 
will  be  able  to  compete  against  him  in 
the  state.  Besides,  with  tobacco  under 
attack,  it's  unlikely  North  Carolina 
politicians  will  really  go  afi:er  pigs,  now 
the  state's  biggest  cash  crop. 

The  midwestern  states  are  differ- 
ent. There  the  pig-manure  scare  gave 
politicians  an  excuse  to  try  to  pass 
protectionist  laws  shielding  their  inef- 
ficient hog  farmers  fi^om  being  over- 
taken by  Murphy  or  other  large-scale 
pig  farmers.  Illinois  legislators  this 
summer  went  fiarther  when  they  tried 
to  put  a  moratorium  on  giant  hog 
farms,  citing  environmental  concerns.  I 
It  was  defeated  before  it  got  to  ' 
the  floor. 

Murphy  concedes  that  he  didn't  do 
enough  before  the  1995  breaches  to 
teach  people  about  his  operations. 
Now,  before  expanding  in  the  Mid- 
west, Murphy  sends  representatives  to 
talk  about  the  jobs  that  will  be  creat- 
ed, what  his  company  does  and  how. 

To  help  run  what  is  now  nearing  a 
billion-dollar  business.  Murphy  has      \ 
been  bringing  in  talented  outsiders. 
He  has  hired  a  logistics  manager  fi-om 
GE,  a  chief  financial  officer  fi-om  Her- 
shey  Foods,  and  the  former  president      , 
of  spark  plug  maker  Champion,  Jerry      ; 
Godwin,  as  his  president.  But  when 
the  talk  turns  to  long-term  planning,      j 
Murph)'  turns  it  elsewhere. 

"I  guess  you  could  say  that  [lack  of 

long-term  planning]  is  one  of  our 

weaknesses,"  he  says.  "But  I'll  tell  you 

this:  Long-term  planning  w'ouldn't 

have  helped  in  1962.  I  had  no  idea  I'd 

be  doing  what  I  am  today."  Hi      > 
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Make  your  money  work  smarter... 


Prudential  Puts  Customized 

Investment  Management 

Within  Easy  Reach 

Prudential's  Managed  Assets  Consulting  Services  (MACS)  lets 
investors  get  professional  portfolio  management  from  many  of 
America's  best-known  money  managers — for  one  low  fee. 


Managed  Assets 
Consulting  Services 
(MACS)    1 


Designed  for 
maximum  results 

MACS,  a  discretionoty  investment 
occount,  gives  your  money 
monoger  the  authority  to  buy 
ond  sell  securities  for  one  all- 
inclusive  fee.  A  minimum 
investment  of  $100,000 
is  required. 

Gain  access  to  top  talent 

The  expertise  of  monogers  v/ho 
usually  oversee  portfolios  in 
excess  of  one  million  dollars  is 
available  for  far  less  through 
this  innovative  program. 


Hew  Tax  Law  Alert 


Wondering  how  your 
investments  will  be 
affected?  Your  Financial 
Advisor  and  your  MACS 
manager  can  help  you 
make  the  most  of  this 
key  legislation. 


Find  the  right  money  manager     Select  from  investment  experts 
with  MACS.  We  designed  the  MACS         handpicked  through  the  MACS 


pr-ogram  for  serious,  but 
busy  investors.  With 
guidance  from  your 
Prudential  Securities 
Financial  Advisor,  you  choose 
a  MACS  money  manager  whose 
style  is  best  suited  to  your 
objectives  and  risk  tolerance. 

Stay  on  track  with  MACS 
and  your  Financial  Advisor. 

With  up-to-date  portfolio  performance, 
written  transaction  confirmations,  a 
monthly  statement  and  a  quarterly 
performance  review,  you  and  your 
Financial  Advisor  can  closely 
monitor  your  progress  toward  your 
investment  goals. 


m  ma  screening  process 

Database  Review 
1,200  Firms 

Initial  Standards 
_  Review 

*  400  Firms 


\ 


On-Site 

Review 

120 

Firms 


discipline. 

Through  a  stringent 
review  process, 
we  select  an  elite 
group  of  investment 
management  firms 
that  meet  our  standards 
for  experience  and 
performance  history.  And 
ongoing  performance 
monitoring  helps  ensure 
that  all  MACS  managers 
continue  to  meet  our 
standards. 

Learn  how  you  can  benefit 
from  the  customized  investment 
management  of  MACS.  Contact  your 
Prudential  Securities  Financial  Advisor 
or  call: 

1-888-615-2300  ext.  3812 

www.prusec.com 


(»  Prudential 

Securities 


Independent  portfolio  management  may  not  be  suitable  for  all  individuals.  ©  8/97  Prudential  Securities,  199  V/ater  Street,  New  York,  NY  10292. 
Member  SIPC.  Prudential  Securities  is  a  wholly  owned  subsidiary  of  The  Prudential  Insurance  Company  of  America. 


"When  Ted  Turner  hears  about  this, 

he'll  probably  run  out  and  buy  more  land," 

chuckles  Red  Emmerson. 

What  the 
spotted  owl 

did  foi*  Red 
Emmeirson 


By  Carleen  Hawn 

In  1987  THE  NORTHERN  SPOTTED  OWL  nearly  did  in  Archie  Aldis  (Red)  Emmerson  and 
his  forest  products  company,  Sierra  Pacific  Industries.  Waving  the  spotted  owl  banner, 
professional  environmentalists  were  out  to  curtail  logging  on  vast  tracts  of  public  forest 
lands,  including  California,  where  Sierra  Pacific's  mills  are. 

Sierra  Pacific  was  threatened  with  a  potential  shutdown.  It  owned  litde  timber  itself, 
so  counted  on  buying  it  from  public  forests  to  feed  its  sawmills.  "It  was  either  buy 
[timber]land  or  go  broke,"  Emmerson  recalls.  "This  business  is  the  only  thing  I  knew 
how  to  do.  This  was  my  home.  Where  else  was  I  going  to  go.'" 

By  one  of  those  twists  of  fate  that  had  little  to  do  with  Emmerson's  own  efforts,  a 
solution  was  at  hand.  The  giant  railroad  Santa  Fe  Southern  Pacific  Corp.  owned 
522,000  acres  of  California  timberland.  The  railroad  wanted  to  concentrate  on  its  core 
business.  It  threw  the  acreage  on  the  market. 

Emmerson  took  a  might)'  gamble.  Putting  up  all  ten  of  his  mills  as  collateral,  Emmer- 
son convinced  a  syndicate  of  a  dozen  banks  to  lend  him  $460  million  to  buy  Santa  Fe's 
acreage.  Emmerson:  "I  hocked  my  heart  and  soul." 

A  lot  of  smart  people  thought  that  at  $880  an  acre  Emmerson  was  overpaying  for 
timberland  that  might  soon  be  rendered  unprofitable.  In  October  1987  the  stock  market 
crashed.  For  nearly  a  week  Emmerson  waited  to  see  if  his  bankers  would  pull  out. 
Impressively,  they  didn't. 

"I  never  worried  about  loaning  money  to  Red,"  says  Tony  Zanze,  a  retired  executive 
with  Bank  of  America,  which  had  been  Emmerson's  primary  lender  since  the  mid-1950s. 
"When  we  had  our  dog-and-pony  shows,  there  would  be  people  standing  in  line  to  gi\'e 
him  credit." 

Not  long  after  the  Santa  Fe  deal  closed,  the  U.S.  Forest  Service,  responding  to  numer- 
ous court  orders,  began  restricting  timber  harvests  on  public  lands.  The  value  of  pri- 
vately owned  timberland  virtually  doubled  o\ernight. 

"We  were  lucky,"  smiles  Emmerson.  "I  bought  that  land  because  it  was  available,  not 
because  it  was  strategic." 


^.^, 


Desperate  for  trees  to  supply  his  many 
and  soul  to  buy  $460  million  worth  of  Ian 


ills,  Red  Emmerson  hocked  his  heart 
'~B7.  The  gamble  made  him  very  rich. 
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Computer  chips  and  wood  chips 

Did  we  say  lumber  is  a  low-tech  business?  At  his  Red 
Bluff,  Calif  millwork  plant — where  processed  lumber  is 
cut,  glazed  and  fitted  to  make  window  and  door 
frames — Red  Emmerson  has  recently  installed  a  com- 
puterized cutting  system  called  RipScan.  Designed  by 
Corvallis,  Ore. -based  Lucidyne  Technologies,  RipScan 
uses  powerfiil  Pentium-powered  computers  to  tell  the 
mill's  saws  and  lumber-sorters  how  to  get  the  most  (and 
most  usable)  pieces  of  cut  wood  out  of  every  16-foot- 
by-2-foot-by-l/i-inch  timber  slab  the  mill  processes. 

RipScan  employs  two  stations  of  four  high-resolution 
cameras  that  use  white  and  near-infrared  light  to  photo- 
graph each  slab  of  wood — top  and  bottom — as  it  passes 
by  on  a  conveyer  belt.  The  cameras  divide  each  board 
into  "tiles"  0.064  of  an  inch  square  (making  them 
about  as  thick  as  a  pencil  lead)  and  photograph  them 
about  1 ,000  times  every  second. 

Like  an  MRI  computer  scanner  used  to  photograph 


humans,  RipScan's  cameras  then  transfer  all  those 
images  of  the  slab  to  a  mainframe  computer.  The  main- 
frame compares  each  image  to  a  catalog  of  5  million 
preprogrammed  grades  of  wood.  This  enables  the  com- 
puter to  evaluate  the  slab  for  knots,  splits,  wane  or  other 
deformities. 

Boards  are  scanned  every  4  seconds.  In  45  seconds,  a 
complete  color-  and  number-coded  image  of  the  slab  is 
displaj'ed  on  a  computer  monitor,  identifying  exacdy 
the  size  and  number  of  pieces  into  which  each  slab 
should  be  cut  to  minimize  waste.  The  solution  is  then 
used  to  tell  a  ripsaw  precisely  ho^^'  to  cut  the  slabs  into 
six  pieces,  all  potentially  different  in  size,  shape  and 
grade,  depenciing  on  the  computer-generated  images. 

Red  Emmerson  figures  RipScan  cuts  wastage  by  as 
much  as  5%  and  adds  $300,000  per  month  to  the  Red 
Bluff  mill's  profits.  RipScan  cost  just  over  $1  million  to 
install.  -C.H.  Bl 
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Emmerson  immediately 
began  leveraging  his  luck. 
Over  the  next  eight  years 
he  shelled  out  more  than 
$600  million  for  an  addi- 
tional 400,000  acres,  open- 
ing an  additional  mill  along 
the  way.  Emmerson:  "You 
can  never  own  too  much 
land  because  you  never 
know  what  other  restric- 
tions will  be  coming  down 
the  pipe." 

From     Sierra    Pacific's 


headquarters  in  Anderson, 
Calif.,  about  150  miles 
north  of  Sacramento,  68- 
year-old  Red  Emmerson 
controls  1,332,000  acres  of 
mostly  prime  timberland, 
making  him  the  country's 
largest  private  landowner. 
Sitting  at  the  head  of  a 
colossal  Douglas  fir  and 
oak  boardroom  table, 
Emmerson — he's  clad  in  a 
chamois  shirt,  dirty  jeans 
and  work  boots — seems  an 


unlikely  business  mogul. 
Yet  his  Sierra  Pacific  Indus- 
tries is  a  giant.  His  mill  at 
Anderson  produces  up  to 
800,000  board  feet  of 
lumber  per  day.  Altogether 
Sierra  Pacific  now  produces 
about  1.3  billion  board 
feet  of  lumber  annually, 
which  is  enough  to  build 
300  new  homes  a  day. 
Only  Weyerhaeuser  and 
Georgia-Pacific  produce 
more  wood. 


Forbes  estimates  Sierra 
Pacific's  sales  at  nearly  $1 
billion,  its  aftertax  annual 
earnings  at  about  $100 
million.  Using  an  average 
price  of  $1,700  per  acre. 
Sierra  Pacific's  timber  hold- 
ings are  worth  more  than 
$2  billion.  Even  after 
deducting  mortgages  on 
the  land,  Emmerson  is 
comfortably  a  billionaire. 

Like  his  friend  and 
fellow  low-tech  billionaire 
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Once  done  by  the  human  eye,  logs  are  now  sea. 
and  measured  by  a  computer  to  determine  how 
each  should  be  cut  to  yield  the  most  lumber. 
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When  Red  met  Ray 


"I  bought  the  Santa  Fe  land  because  it  was 
available,  not  because  it  was  strategic." 


Red  Emmerson  first  met  Ray  Park  in  1958.  Park,  then 
32  and  making  his  living  trading  lumber,  had  dropped 
in  on  Emmerson's  Areata,  Calif,  mill  looking  for  scrap 
lumber  to  buy.  Emmerson,  then  29  but  already  a  hard- 
headed  businessman,  insisted  they  go  through  a  middle- 
man. "We  were  afraid  to  sell  to  him  because  his  credit 
was  no  good,"  Emmerson  recalls. 

No  problem,  said  Park,  who  bought  a  load  of  low- 
quality  lumber  from  Emmerson,  flipped  it  for  a  profit 
and  came  back  for  more.  Emmerson  was  impressed. 
"He  was  a  real  charger  with  just  plain  old  horse  sense 
for  opportunity,"  he  says.  For  the  next  ten  years  they 
kept  doing  lumber  deals  together.  When  Emmerson 
sought  to  lease  a  log-dump  facilit)'  from  Park,  the  pair 
tossed  a  quarter  to  setde  a  $2,500  price  disagreement. 
In  the  late  1960s  Park  moved  to  the  Midwest  to 

make  his  fortune  in  real 
estate  and  manufacturing 
(see  p.  108).  But  they  kept 
in  touch,  joining  forces  in 
1988  to  greenmail  Fibre- 
board  Corp.,  a  Walnut 
Creek,  Calif -based 
lumber  company.  In  1995 
Emmerson  bought  Fibre- 
board's  timberland  and 
sawmills  for  $240  million. 
Until  this  year  Ray  and 
Red  had  something  else  in 
common:  They  managed 
to  stay  off  the  radar 
screens  of  The  Forbes 
Four  Hundred  reporters. 
"We  got  together  about 
two  years  ago  and  joked 
that  you'd  missed  us," 
laughs  Red.  Sorry,  Mr. 
Emmerson.  There's  no 
place  to  hide.      -C.H.  WM 


Make  new  friends  but 
keep  the  old.  You  never 
know  when  it  will 
help  you  make  a  buck. 


Ray  Park  (see  box,  left;  story 
p.  108),  Emmerson  learned 
the  business  from  -his 
father,  Raleigh  Humes 
(Curly)  Emmerson.  As  a 
child  he  watched  his  father 
build  makeshift:  sawmills  in 
the  family  backyard  in 
Newberg,  Ore.  The  busi- 
ness failed,  and  his  parents 
split  up  when  he  was  5 
years  old:  His  mother, 
Emily,  remained  in  New- 
berg and  his  father  eventu- 
ally headed  for  northern 
California. 

Emmerson's  mother 
packed  him  off  to  a  Sev- 
enth Day  Adventist  board- 
ing school,  the  Upper 
Columbia  Academy,  in 
Spangle,  an  agricultural 
burg  near  Spokane  in  the 
eastern  part  of  Washing- 
ton State. 

To  put  himself  through 
school  Emmerson  earned 
35  cents  an  hour  driving  a 
truck  and  working  the 
school  farm.  He  also  spent 
a  summer  working  on  a 
cattle  ranch.  After  he  got 
expelled  for  hanging  a 
condom  on  a  classroom 
chalkboard,  Emmerson  fin- 
ished his  education  at  a 
public  high  school  in 
Omak  in  northern  Wash- 
ington State. 

Upon  graduation,  he 
headed  for  California  to 
hook  up  with  his  old  man, 
who  was  making  his  way  in 
tlie  lumber  business.  Young 
Emmerson  worked  as  a 
greenchain  puller — piling 
lumber  as  it  came  out  of 
the  sawmill.  By  the  time  he 
was  20,  he  and  his  father 
had  leased  a  sawmill.  And 
by  the  time  he  was  25,  they 
had  built  a  mill  of  their 
own  and  Red  was  manag- 
ing the  entire  business. 

Red      Emmerson     was 


soon  to  be  tested  in  the 
crucible  of  hard  times. 
From  the  mid-1970s  until 
the  mid-1980s  a  pair  of 
nasty  recessions  gripped 
the  U.S.  lumber  industry. 
Worse  still,  beginning  in 
1976,  a  series  of  amend- 
ments to  the  1964  Wilder- 
ness Act  and  other  creep- 
ing legislation  reduced  the 
amount  of  land  available 
for  timber  harvests  on 
public  lands,  wounding  the 
smaller  mill  operators  who 
lacked  timber  acreage  of 
their  own.  Paul  Volcker's 
surging  interest  rates  all  but 
killed  housing  starts.  Hun- 
dreds of  small  companies 
went  out  of  business. 

Sierra  Pacific  hung  on, 
keeping  costs  low  in  large 
part  by  investing  in  the 
best  technology  (see  box,  p. 
124).  Long  before  it  be- 
came standard  practice, 
Emmerson  paved  his  mill 
yards.  So  what?  This  cut 
man-hours  in  the  loading 
yard  and  pre\'ented  his  saws 
from  getting  jammed  with 
gravel  and  mud — reducing 
time  lost  changing  dull 
saws.  Most  everybody  in 
the  business  now  paves 
their  yards,  but  Emmerson 
was  one  of  the  first. 

"We  have  always  been 
more  profitable  than  our 
competition,"  says  George 
Emmerson,  Red's  40-year- 
old  son,  now  vice  president 
of  sales  and  operations. 
Comparing  Sierra  Pacific's 
second-quarter  earnings 
with  publicly  owned  com- 
petitor Plum  Creek 
Timber's,  Red  Emmerson 
said  his  net  margin  was 
25%  higher.  Steven  Die- 
trich, a  well-regarded  forest 
products  analyst  at  Jensen 
Securities  in  Portland, 
Ore.,  confirms  that  Sierra 
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in  times  that  are  changing  ever  faster, 
we  need  things  which  preserve  the  moment. 

Meisterstiick  Chronograph. 
From  the  Meisterstiick  Watch  Collection. 


THE  ART  OF  WRITING  YOUR  LIFE 
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This  is  why  you  work  so  hard.  To  be  where  the  gears  of  commerce  are  drowned  out  by 

the  roar  of  the  surf.  Shutters.  The  only  luxury  hotel  in  L.A.  where  you  can  kick  off 

"TbiFjpalii^HotelscfthiFWbrkl'    your  shoes  and  bury  your  toes  in  the  sand  without  even 


crossing  the  street.  Call  your  travel  agent  or  1.800.334.9000. 
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Buy 

Yourself 
Some 
Time. 


Our  Fiexjet  program  gives  you  all  the  benefits 
of  owning  a  business  jet  for  a  fraction  of  the  cost. 


business  jet.  And  it's  tailored  to  vour 
exact  requirements,  from  just  $170,000 
a  year'  over  five  years,  all-inclusive. 
Call  1-800-590-JETS. 


Take  control  of  your  schedule  with 
f/exjet"  fractional  ownership.  It's  not 
time-sharing.  It's  better.  It's 
guaranteed  anytime  access  to 
a  Learjet"  or  Challenger" 


BUSINESS 

Jet  So/ufioizs 

the  executive  aviation  affiliate  of  AiTtericanAirtlnes' 

•  K^iimie<l  annual  iftcr  tax  cost  iif  (m-ncrship  of  1/8  shut-  ( 500  (Kiupird  k>ur^  ..mt  five  wAr*>  in  *  1  rvjct  11  A.  Conditions  *p|)I\. 
Anu-riian  Airlim%  i>  a  rcgi^urixl  iradcnurk  of  AMR  Corporation  Int.  I carjcl,  Challrn^r,  RtiMncv  JctSolutions  xnt\  Hrxirl  arr  tratk-nuHo  of  BoTntunlic 


"We  were  lucky  to  have 

made  money  off  the  spotted 

owl,  but  the  harder  you 

work  the  luckier  you  get." 

Pacific  could  consistentiv 
outearn  its  closest  peers — 
Plum  Creek  and  Crown 
Pacific — in  their  sawmill 
operations. 

Between  1976  and  1986 
Sierra  Pacific  spent  around 
$60  million  acquiring  the 
assets  of  less  profitable 
companies  that  couldn't 
hack  the  hard  times. 

Harry  Merlo,  the  force- 
fill  former  chairman  of 
Louisiana-Pacific,  remem- 
bers the  time  this  way:  "As 
people  got  out  of  saw- 
milling,  what  did  they  do.' 
They  sold  their  assets  to 
Red.  He  was  the  last  man 
standing." 

And  with  two  sons  at  his 
side,  Emmerson  is  still 
expanding.  Second  son 
Mark,  37,  serves  as  the 
company's  chief  financial 
officer.  Daughter  Carolyn 
Emmerson  Dietz,  38,  is 
president  of  the  Sierra 
Pacific  Foundation  and 
lives  in  Bend,  Ore.  All 
three  children  own  large 
chunks  of  Sierra  Pacific. 

In  May  Emmerson  paid 
$50  million  to  Louisiana- 
Pacific  for  a  38,000-acre 
parcel  of  white  fir  and  pine 
northeast  of  Sacramento. 
That  purchase  brought 
Emmerson's  holdings 
higher  than  Ted  Turner's 
(see  p.  183)  by  32,000 
acres.  "When  Ted  Turner 
hears  about  this,  he'll  prob- 
ably run  out  and  buy  more 
land,"  Emmerson  chuckles. 

Like  Emmerson,  Turner 
understands  that  the  more 
power  the  enxironmentalist 
lobby  exercises,  the  more 
valuable  private  land 
becomes.  Maxbe  that's  why 
Ted  is  so  chummy  with  the 
Greens.  ^ 
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rustworthy.  Reliable.  Friendly. 


TM 


\ficio  series  from  Ricoh.  A  machine  you  can  trust,  a  machine  you  can  rely  on,  and  one  that's 
jasy  to  use.  It  copies,  faxes  and  prints  from  one  convenient  location.  And  if  your  location 
lappens  to  be  a  PC,  Aficio  can  handle  that,  too.  Aficio's  ability  to  connect  to  your  network 
gives  your  office  added  flexibility.  For  over  60  years,  we  have  focused  our  ^^     ^ 

approach  to  design  and  technology  on  our  customers'  needs.  We  are  /A  I  IQlO 

dedicated  to  creating  solutions  that  make  complex  tasks  easy,  and  routine  "^  nlCuH 

jobs  effortless.  And  as  pioneers  of  digital  imaging,  we  are  at  the  forefront  of  simplifying 
the  never-ending  complexities  your  business  must  face  now,  and  into  the  future.  Take  a  look 
at  the  new  Aficio  series  and  see  why  it's  rapidly  becoming  man's  best  friend. 


Simple  solutions.  Based  on  human  needs. 


For  more  information  about  the  Aficio  series,  contact  1-800-63-RICOH  or  visit  our  home  page  at  www.ricoh-usa.com 


Willie  Sutton  robbed  banks  because  that's  where 
the  money  is.  Fundraisers  cultivate  The  Forbes 
Four  Hundred  for  exactly  the  same  reason. 

They  don't  expect 
to  take  it  witn  them 


By  Ann  Marsh 

You   KNOW  THE   BIGGEST  GETTERS. 

Here,  our  tally  of  the  biggest  givers. 
Or  at  least  some  of  them.  Philan- 
thropists are  not  all  the  same.  Some 


love  the  spotlight.  Others  loathe  it. 
Take  Charles  Feeney,  whose  giving 
could  someday  surpass  that  of  a  leg- 
endary giver  like  Walter  Annenberg. 


WHO  GAVE  WHAT 


WHAT  THEY  GAVE 


Feeney  has  already  given  away  the 
bulk  of  his  fortune,  much  of  the 
giving  so  quiet  that  even  his  business 
partner  didn't  know  about  it. 

Philanthropy  is  a  broad  term.  It 
covers  everything  from  feeding  the 
poor  to  building  university  gymna- 
siums that  serve  already  privileged 
youngsters. 

Some  of  it  is  so  idiosyncratic  as  to 
Tank  as  propaganda  rather  than  phil 
anthropy.  George  Soros  spent  more 
than  $1  billion  to  subsidize  political 
and  social  causes,  many  of  them  well 
left  of  center.  He  calls  himself  a 
"philanthropic  speculator." 

His  critics  think  he  is  a  bit  of  a 
megalomaniac.  ^M 


WHAT  THEY  THIHK 


..2  billion 
Walter  Annenberg 


Annenberg's  favorite  target  is  education.  About  $200  million  of  the  $500  million 
he  pledged  toward  education  in  the  U.S.  has  been  spent,  with  the  rest  to  be  disbursed  by 
2000  or  2001.  He  has  also  given  $120  million  to  USC  and  $120  million  to  the  Universi^ 
of  Pennsylvania. 


"Giving  is  a  mark  of  citizenship." 


$1.1  billion  Soros  spent  freely  to  help  reformed  communists  return  to  power  in  central  and  east-    "I  never  have  regrets  about  having      i 

George  Soros  ern  Europe.  More  recently  financing  propaganda  in  U.S.  for  political  and  social  causes    rt^wf  a  lot  of  money  tryina  to  make     S 

he  favors.  His  philanthropy  is  intellectual  and  political  ratherthan  charitable.  thinas better.'-N.T.  Times (7/12/97)    > 


$600  million 
Charles  Feeney 


More  than  $570  million 
William  R.  Hewlett 


Feeney  surprises  recipients  with  anonymous  donations  mainly  through  his  Atlantic  "I simply  decided  I  had  enough 

Foundation  and  Atlantic  Trust,  based  in  Bermuda  and  valued  at  over  $3.5  billion.  His  fngngv  It  doesn't  drive  my 

beneficiaries  include  the  IRA  through  its  political  wing,  Sinn  Fein;  the  Mount  Sinai  i-r  »_\j  y  Times  f  1/23/97) 
School  of  Medicine;  and  Portland  State  University. 

When  his  foundation  was  started  in  1966,  Hewlett  gave  away  around  $1  million  a  year,  "It's  remarkable  how  little  Mr 

slowly  picking  up  the  pace.  In  1996  donations  were  up  to  $69.4  million  and  1997,  year  Hea'lett  has  said  about  philanthropy. 
to  date,  that  number  is  at  $30  million.  Total  assets  in  The  William  and  Flora  Hewlett 


Foundation:  $1.7  billion. 


He  really  doesn't  like  the  limeli£iht. " 


$290  million 
William  H.  Gates 


Gave  $200  million  to  the  Gates  Library  Foundation,  a  sum  Microsoft  matched  with  a  "Giving  away  money  effectively  is 

$200  million  donation  (valued  at  retail  prices)  of  software.  Other  gifts  include:  $15  ahnost  as  hard  as  earnina  it  in  the 

million  to  Harvard,  $6  million  to  Stanford  and  $12  million  to  his  high  school  alma  ^  .^  ^/      » 
mater.  Lakeside  School,  in  Seattle. 


$250  million 
Jon  Huntsman 


Gives  between  $30  million  and  $50  million  a  year,  not  including  his  10%  tithe  to  the  "Ata£[e  11 1  started  to  pay  10%  of  my 

Mormon  church.  His  largest  single  gift  of  more  than  $100  million  is  for  cancer  tithincj  to  the  church.  I  was  makina 

research.  Huntsman,  60.  plans  to  amass  between  $500  million  and  a  billion  dollars  rn ...",,  „  j„.  ,„  ,.,„•„„  /„„„.,        » 

,      .  ^      .     .,.,,,     ^  ,   ,,  bU  cents  a  clay  tnowtna  lawns. .. . 

in  a  foundation  to  which  he  will  devote  an  increasing  amount  of  time.  • 

More  than  $170  million     For  at  least  30  years  Kerkorian  typically  has  given  anonymously,  a  spokesman  claims.  "All  of  his  (jiving  is  for  his  personal 

Kirk  Kerkorian  Kerkorian  gives  to  hospitals,  research  institutes  and  to  the  Red  Cross.  Of  Armenian  satifaction  " 

descent,  Kerkorian  has  given  extensively  to  rebuild  the  country  after  the  earthquake 

of  1988. 


More  than  $160  million 
John  Kluge 


$152  million 
Ronald  0.  Perelman 


$135  million 
H.  Ross  Perot 


Kluge's  goal  is  to  put  much  of  his  $7.9  billion  fortune  into  a  charitable  foundation  on  "He  likes  to  help  people  realize  their 

his  death.  Much  of  his  philanthropy  focuses  on  education.  A  German  immigrant  him-  potential  ' 
self,  Kluge  received  a  scholarship  to  Columbia  University.  He  recently  returned  the 
favor,  giving  Columbia  $110  million. 

Gifts  include:  $21.6  million  to  the  University  of  Pennsylvania,  $20  million  to  the  "I  was  taught  that  each  of  us  has  a 

Guggenheim  Museum,  $12  million  to  Revlon/UCLA's  Women's  Cancer  Research  Pro-  ^„j^  ^g  /,jp  ,„^)^^  /,x.  better  for 
gram,  $10  million  to  New  York  University's  Medical  Center  and  $12  million  to  the  Sal-     .;  „   » 
vation  Army. 

Perots  major  charitable  giving  started  in  1969  and  includes  $39  million  to  the  Uni-  "Ultimately  the  only  things  that 

versify  of  Texas  Southwestern  Medical  Center  at  Dallas,  $15.5  million  to  the  Dallas  y^ally  matter  are  God  country 


Symphony  Orchestra  f"f  a  symphony  center  and  $15  million  to  the  University  of  Texas 
at  San  Antonio  for  a  res'^arch  park. 


family,  friends  and  charity. " 
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After  years  o^ 

cost-cutting  and  persona 
privation,  traveling  executives 

are  finally  living  more 
^Tifortably  and  working 
^mbre  efficientiv  on  the  road  ^ 


• 


Pay  More,  Get  More 


1 

^^^     t  s  taken  quite  a  while  — 
^H     after  all,  it  is  95  years  since 
^^H     the  Wright  Brothers  first 
^^P  flew  —  but  the  airlines 

immmKmmmm       have  finally  wised  up. 

After  far  too  many  years  of  chasing 
unprofitable  leisure  travelers,  the  airlines 
have  begun  to  concentrate  on  coddling 
their  most  profitable  passengers:  the 
business  traveler.  "The  new  goal,"  says 
United  Senior  Vice  President  David 
Coltman,  "is  to  offer  product  innova- 
tions to  attract,  serve  and  retain  the  fre- 
quent business  traveler  who  chooses  the 
premium-class  cabins." 

More  Seats  Up  Front 

The  first  improvement  many  U.S.  carri- 
ers have  introduced  in  recent  months  is 
larger  domestic  first-class  cabins.  Bigger 
cabins  mean  more  first-class  seats  and 
more  first-class  seats  mean  more  oppor- 
tunities for  traveling  executives  to 
upgrade  from  coach. 

"Domestic  first-class  cabins  today  con- 
tain very  few  customers  who  paid  an 
actual  first-class  fare,"  explains  TWA 
Senior  Vice  President  Rod  Brandt.  "Most 
of  the  passengers  are  business  travelers 
who  have  upgraded.  This  has  become  the 
high-yield  target  market  for  airlines." 

United,  American,  Continental  and 
TWA  have  all  expanded  their  first-class 
cabins  to  accommodate  more  traveling 
executives  flying  on  fi^equent-flyer  program 
upgrades.  In  TWAs  case,  the  expansion  is 
mammoth:  60  percent  more  first-class 
seats  on  its  fleet  of  155  narrow-body  jets. 

Other  carriers,  including  Northwest, 
TWA  and  America  West,  have  also 
introduced  special  first-class  upgrade 
fares.  Travelers  who  pay  the  unrestricted 
coach  fare  and  connect  through  one  of 
the  airlines'  hubs  can  immediately 
reserve  seats  in  the  first-class  cabin. 


Business  travelers  pay  the  most  for  their  seats,  sc 
airlines  are  providing  nnore  service  for  their  fare  dollar,' 


International  Innovations 

On  the  international  front,  carriers 
are  pursuing  two  different  paths  in  their 
attempt  to  offer  more  perks  to  executive 
travelers. 

One  cadre  of  carriers  —  including 
TWA,  Northwest,  KLM,  Continental, 
Alitalia  and  Virgin  Atlantic  —  has  jet- 
tisoned first-class  service  in  order  to 
develop  expansive  business-class  cabins. 
For  the  price  of  an  international  busi- 
ness-class ticket,  these  carriers  offer 
products  and  service  that  combine  the 
best  elements  of  first 
and  business  class. 
Business-class  travel- 
ers on  Virgin 
Atlantic's  "Upper 
Class"  service,  for 
example,  receive 
round-trip  limousine 
service  to  and  from 
the  airport.  In  TWAs 
"Trans  World  One" 
business-class  cabin, 
executive  travelers 
stretch  out  on  sleeper- 
style  seats  that  offer 
57  to  62  inches  of 
leg  room. 

Airlines  that  con- 
tinue to  provide  three  classes  of  service 
—  including  American,  Cathay  Pacific, 
British  Airways  and  Air  France  —  have 
created  sybaritic  first-class  services  for 
business  travelers  who  are  willing  to 
pay  for  it.  American  Airlines  customers, 
for  example,  receive  personal  video 
players  and  choose  their  own  taped 
entertainment.  First-class  passengers  on 
British  Airways  dine  in  a  private  airport 
club  before  their  flights  depart.  On  the 
plane,  BA  then  provides  pajamas  and 
seats  that  convert  into  private  sleeping 
chambers. 


Next  Wave  Amenities 

The  airlines'  quest  for  the  loyalty  of  exec 
utive  travelers  seems  to  have  no  limits. 
Full-fare  passengers  on  TWA,  for  exam- 
ple, receive  free  passes  to  the  airline's 
pricy  network  of  airport  clubs.  Delta  anc 
American  are  equipping  premium-class 
seats  with  "power  points"  to  allow  busi- 
ness travelers  to  plug  in  their  laptop 
computers.  Cathay  Pacific  and  Singapore 
have  wired  some  jets  to  receive  live  radio 
and  television  broadcasts. 
And  several  carriers  offer  what  may  be 


TWAs  -Tr 

World  One , 

seat  offers  at 

least  57  inches 

of  leg  room  J 


the  ultimate  customer  service:  the  ability 
to  shower  and  freshen  up.  One  example 
is  the  "Arrivals  By  United"  package  avail- 
able to  international  first-  and  business- 
class  customers.  At  major  airports, 
United's  premium-class  customers  can  us< 
private  "shower  suites"  outfitted  with 
heated  floors,  terry  cloth  bathrobes,  plush 
towels  and  designer  toiletries.  United 
valets  are  available  to  press  their  clothes 
and  shine  their  shoes.  And  when  passen- 
gers are  ready.  United  serves  a  buffet 
breakfast  before  sending  them  out  the 
airport  door  and  on  their  way. 


^AT&T 

The  only  number 
you  need  while  you're 
away  from  home. 

1  800  CALL  ATT® 
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HOTELS-  RESORTS-SUITES 


advertisement 


• 


1 

^H     t  wasn't  all  that  long  ago  that 
^H     traveling  executives  who  need- 
^H     ed  accommodations  had  exact- 
^H     ly  two  choices:  a  hotel  room 
i^h^HLhm       or  a  motel  room. 

Thankfully,  life  on  the  road  is  better 
now,  with  an  embarrassment  of  riches  for 
business  travelers  to  choose  from  when 
selecting  a  room.  The  major  lodging 


Which  Rooms  Wbrk  ior  M 

ExecLrtK/es  want  guest  rooms  that  help  them  work  asj 
efficiently  on  the  road  as  they  do  back  at  their  offices 


stand  out  in  this  cornucopia  of 
lodging  concepts?  Do  executive 
travelers  have  marked  prefer- 
ences? The  answer  is  an  unques- 
tionable yes. 

One  concept  that  business 
travelers  clearly  favor  is  rooms  in 
full-service  hotels  that  allow 
them  to  work  efficiently. 


chains  have  become  so  segmented  and  so    i  Sprawling  on  the  bed  and  spit- 


intent  on  filling  each  and  every  possible 
business-travel  niche  that  traveling  execu- 
tives can  order  up  the  functional  equiva- 
lent of  a  totally  personalized  guest  room. 

Need  a  hotel  room  with  a  built-in 
office?  No  problem.  Need  a  room  specif- 
ically tailored  to  help  you  sleep  better? 
No  problem.  Need  a  room  that  mimics 
an  apartment  and  feels  comfortable 
enough  to  spend  a  month?  All  you  need 
to  do  is  choose  the  color  of  your  drapes. 
Want  a  room  that  comes  with  free 
breakfast  and  evening  cocktails?  Can  do. 
Prefer  a  roadside  motel  that  nevertheless 
is  fully  equipped  with  a  health  club  and 
a  pool?  You  can  have  it.  Or  how  about 
accommodations  at  an  exclusive  hotel 
within  a  hotel  that  has  its  own  concierge 
service  and  a  private  club?  You  got  it. 

The  new  world  of  lodging  means  that 
a  hospitality  giant  like  Marriott  now 
operates  twelve  different  hotel  brands 
serving  up  at  least  a  half-dozen  accom- 
modation concepts.  If  you  want  to  stay 
in  a  Marriott  property,  you  can  select 
luxury  hotels  (Ritz-Carlton),  full-service 
chains  (Marriott  and  Renaissance), 
moderately-priced  (Courtyard)  or  budget 
(Fairfield)  accommodations,  or  even  two 
types  of  "extended-stay,"  all-suite  hotels 
(Residence  Inn  or  TownePlace). 

Rooms  That  Really  Work 

Are  there  certain  types  of  rooms  that 


ting  out  spreadsheets  is  definite- 
ly old-style  business  travel. 
Rooms  that  do  double  duty  — 
as  personal  bed  chamber  and 
fully  functional  office  space  — 
are  what  many  traveling  execu- 
tives demand. 

To  accommodate  them,  hotel 
companies  are  offering  guests 
two  distinctly  different  concepts: 
rooms  equipped  with  faxes, 
copiers  and  printers,  and  rooms 
that  assume  travelers  will  bring 
their  own  technology  with  them. 

In  the  first  category  are  com- 
panies such  as  Hyatt,  Westin, 
Inter-Continental  and  ITT 
Sheraton.  Although  the  specifics 
vary  from  chain  to  chain,  all  of 
them  offer  a  product  similar  to 
Inter-Continental's  new  "Business 
Room"  concept.  In  each  "Business 
Room,"  Inter-Continental  guests  find  an 
adjustable  office  chair  and  a  desk,  halide 
lamps,  surge  protectors  and  plenty  of 
electrical  outlets,  a  Hewlett-Packard 
combination  fax/printer/copier,  a  rwo- 
line  phone  with  voicemail,  a  coffee 
maker  and  a  supply  of  office  essentials 
including  paper,  pads,  staplers,  scissors, 
paper  clips,  pencils  and  pens. 

The  combination  office  and  guest 
room  is  so  popular  with  executive  travel- 
ers that  one  chain,  ITT  Sheraton, 


Many  hotels  now  offer  rooms  equipped  with  big 

desks,  comfortable  chairs  and  office  equipment 

such  as  faxes,  computer  printers  and  copiers. 

recently  revamped  two  of  its  New  York 
:  hotels  as  "Corporate  Club"  hotels.  All 
146  rooms  in  the  Sheraton  Russell  and 
all  650  rooms  in  the  Sheraton 
Manhattan  are  virtual  offices  equipped 
with  such  workaday  business  amenities. 
But  at  least  two  leading  hotel  compa- 
nies, Marriott  and  Hilton,  do  not 
believe  hotel  rooms  need  to  be  stocked 
like  an  office  cubicle.  Marriott's  "Room 
That  Works,"  for  example,  offers  the 
extra-large  work  desk,  the  ergonomic 
work  chair,  the  special  lighting  and  the 
extra  electrical  outlets,  but  eliminates  the 
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Introducing  Guaranteed  Messaging. 


SkyWord®  Plus  is  the  first  alphanumeric  paging  service  that  stores 
your  messages  when  you  go  out  of  range  and  automatically  delivers  them  when  you  get  back.  Plus  each  pager  comes 
with  an  e-mail  address,  a  toll-free  access  number  and  MessageMender"  to  correct  any  garbled  messages.  So  get 
SkyWord  Plus.  And  get  the  message.  Guaranteed.  Limited  time  offer:  Call  now  and  get  a  personal  800/888  #  for  FREE. 

SkKTd 

Call  1-800-695-7392  or  visit  www.skytel.com 


in-room  office  equipment.  After  testing 
guest  rooms  equipped  with  personal 
computers,  Hilton  has  adopted  a  "back- 
to-basics"  working  guest  room  similar  to 
the  Marriott  approach. 

"Business  travelers  don't  want  all  those 
machines  in  their  rooms.  They  take  up 
too  much  space  on  the  desk  and  they 
cost  too  much  to  operate,"  insists  Hilton 
Senior  Vice  President  Bob  Dirks. 
"Besides,  business  travelers  have  all  those 
capabilities  in  their  laptops.  They  don't 
need  a  fax  machine  in  the  room  when 
they  can  fax  and  E-mail  directly  from 
their  laptop." 

Comfort  Without  Cost 

Another  undeniably  popular  lodging 
concept  with  cost-conscious  business 
travelers  are  so-called  mid-priced  or 
"limited-service"  hotels.  Best  represented 
by  the  Courtyard  by  Marriott  and 
Hilton  Garden  Inns  chain,  these  hotels 
offer  superior  guest  accommodations 
and  amenities,  but  eliminate  the  extras 
(room  service,  fine-dining  restaurants, 
ballrooms  and  fancy  lobbies)  that  inflate 
the  room  rate. 

There  are  already  300  Courtyards  and 
Hilton  is  building  dozens  of  Hilton 
Garden  Inns.  Garden  Inn  usually  charges 
less  than  $  1 00  a  night,  but  features 
spacious  rooms  with  work  desks,  casual 
restaurants,  attractive  lounge  areas  and 
business  centers.  Courtyard  by  Marriott 
properties  have  swimming  pools  and 
fitness  centers. 

The  Whole  Package 

At  the  other  end  of  the  scale  are  the 
super-deluxe  properties  that  remain  the 
choice  of  senior-level  executive  travelers. 
Even  during  the  recession  earlier  in  the 
decade,  these  hotels  were  crowded.  Now, 
with  business  booming,  these  luxurious 
accommodations  are  often  filled  to 
capacity. 

Sometimes,  even  luxury  isn't  enough 
for  the  discerning  business  travelers  who 
frequent  properties  managed  by  Ritz- 
Cariton,  Four  Seasons,  Rafael,  Peninsula 


and  other  top-line  com- 
panies. At  New  York's 
tony  Waldorf-Astoria,  for 
example,  the  most 
demanding  executives 
book  the  Waldorf  Towers, 
an  exclusive  boutique 
hotel  on  the  top  floors  of 
the  building.  Guests  have 
a  private  entrance,  special 
concierges,  complimenta- 
ry access  to  a  state-of-the- 
art  fitness  center  and  24- 
hour  attended  elevators. 
Breakfast  is  served  in  a 
private  lounge. 

Ins  and  Outs 

Regardless  of  the  type  of 
accommodations  business 
travelers  choose,  one 
thing  they  all  demand  is 
effortless  check-in  and 
checkout. 

"I  don't  care  what  type 
of  hotel  I'm  in  as  long  as 
I  can  get  checked  in 
without  a  hassle  and  get  my  bill  and 
get  out  without  grief,"  says  Stephanie 
Wunderman,  a  sales  executive  based  in 
Salt  Lake  City,  Utah.  "If  you  compli- 
cate my  life  in  the  lobby,  chances  are 
you're  not  getting  me  back  in  your 
hotel." 

Aware  of  the  executive  traveler's 
emphasis  on  prompt  check-in  and 
checkout,  hotel  companies  continue  to 
experiment  with  ways  to  eliminate  the 
long  lines  of  impatient  travelers  queued 
up  in  the  lobby. 

The  Peninsula  Hotel  in  Beverly  Hills, 
for  example,  is  testing  the  24-hour 
room,  which  allows  travelers  to  check  in 
whatever  time  they  want  and  check  out 
24  hours  later.  The  hotel  has  no  pre-set 
registration  or  departure  times,  which 
means  no  lines  of  travelers  at  the  front 
desk  during  the  day.  Members  of  ITT 
Sheraton's  frequent-guest  program  can 
check  in  to  their  rooms  as  early  as  9 
a.m.  and  check  out  as  late  as  5  p.m. 


Guests  of  Hyatt  hotels  can  check  in  by 
calling  a  special  800  number  between 
noon  and  10  p.m.  on  the  day  of  arrival. 
When  they  reach  the  hotel,  they  go  to  a 
special  area  and  pick  up  their  room  key. 

Perhaps  the  most  aggressive  experi- 
ment in  simplifying  the  check-in/check- 
out process  is  a  joint  venture  sponsored 
by  Hilton,  American  Express  and  IBM. 
At  eight  Hilton  hotels,  guests  with 
American  Express  cards  embedded  with 
an  IBM  memory  chip  can  check  in  and 
check  out  using  a  computer  that  resem- 
bles an  automated-teller  machine.  The 
computer  displays  room  preferences, 
records  frequent-travel  account  numbers, 
spits  out  room  keys  and  prints  out 
copies  of  the  bill. 

"The  goal  is  to  speed  up  the  paper- 
work," says  Dirks  of  Hilton.  "The  front 
desk  will  never  go  away,  but  this  is  a 
process  that  can  be  automated  to  allow 
us  to  provide  an  unprecedented  level  of 
service  to  our  guests." 


As  you  ease  into  your  custom- 


designed  rediner,  you  find  that 
extra  space  has  been  provided 
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jor  working,  dining  dreanxing. 
Even  nnore  comforting,  you  find 
you  now  have  the  option  to  do 
each  whenever  you  please.  So 


make  yourself  at  home.  Trans 


World  One^  Available  on  trans- 


atlantic and  transcontinental 


flights.  Contact  your  travel  agent, 


orcallTWAatl-800-221-200Q. 
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Not  Just  for  Planes  Aipore 

Aiipoils  aren't  just  parking  lots  for  planes.  They  are  also  public 
spaces  that  must  accommodate  the  needs  of  travelers. 


usiness  travelers  may 
have  noticed  that 
airports  have  taken  a 
decided  turn  for  the 
better  in  the  last  few 
years.  Somehow,  the 
average  airport  terminal  seems  a  bit  more 
comfortable  and  convenient  these  days. 
The  reason  for  those  warm,  fuzzy  feel- 
ings is  surprisingly  simple:  airline  and  air- 
port officials  have  finally  realized  that 
airports  are  for  people  as  well  as  for  planes. 
"Daft  as  it  seems,  designers  traditional- 
ly built  airports  to  accommodate  planes, 
not  for  the  comfort  or  edification  of  pas- 
sengers," explains  Kenneth  Almosonen,  a 
design  consultant  in  London.  "What 
you've  seen  in  the  last  several  years  is  the 
industry's  belated  understanding  that  air- 
ports must  be  places  that  travelers  enjoy 
visiting.  They  aren't  just  a  utility.  They 
aren't  just  parking  lots  for  planes.  They 
are  also  grand  public  spaces  that  must 
entertain  and  inspire  travelers." 

Small  Steps 

The  improvements  at  airports  can  be  seen 
in  all  manner  of  things,  including  seem- 
ingly minor  details  like  car-rental  shuttle 
buses.  The  buses  have  always  been  built 
with  narrow,  multi-step  entry  ways  even 
though  they  were  created  to  transport 
passengers  loaded  down  with  luggage. 
The  combination  o      tggage  and  narrow 
steps  never  worked  \'    1,  but  no  one  ever 
did  anything  to  recti*'  the  flaw. 

This  year,  Hera,  the  world's  largest 
car-rental  company,    i  reduced  a  more 
practical  shuttle  bus  ;  r  ten  important 
U.S.  airports.  Instead   >f  a  daunting  flight 
of  narrow  steps,  the  H2000LF  "low- 
floor"  bus  has  just  one  14-inch  step  and 
a  56-inch-wide  doorway.  Another  design 
improvement:  low-floor  shuttle  buses  are 


outfitted  with  waist-high  luggage 
racks.  That  means  travelers  no 
longer  must  hoist  their  bags  over 
their  heads  and  on  to  traditional 
overhead  luggage  racks. 

Logical  Landings 

Airport  hotels  are  also  adjusting 
their  operating  premises  to  take 
advantage  of  the  unique  logistics 
of  their  location. 

The  revised  registration  proce- 
dures at  Hilton  airport  hotels  is 
one  example.  Recognizing  that 
many  guests  reach  airport  hotels 
via  shuttle  van,  Hilton  is  moving 
the  check-in  formalities  out  of 
the  lobby  and  into  its  buses. 
Upon  boarding  a  Hilton  shuttle, 
the  guest  gives  a  credit  card  or 
Hilton  HHonors  membership 
card  to  the  driver,  who  swipes  it 
through  a  mobile  data  terminal  in 
the  van.  The  guest  is  registered  automat- 
ically. When  the  van  reaches  the  hotel,  a 
Hilton  employee  is  waiting  with  a  regis- 
tration packet  and  a  room  key. 

Meanwhile,  ITT  Sheraton  airport 
hotels  in  Europe  and  North  America  have 
begun  a  program  called  "Daybreaks."  The 
plan  allows  executives  to  book  a  guest 
room  for  several  hours  during  a  stopover 
for  50%  of  the  nighdy  rate.  Daytime 
guests  can  also  take  advantage  of  other 
special  hotel  services,  including  menus 
designed  to  mitigate  jet  lag,  complimen- 
tary hotel-to-terminal  transponation  and 
"transit  sun'ival  kits,"  which  include  a 
toothbrush,  T-shirt,  slippers,  toiletries 
and  other  useful  stopover  items. 

The  Club  Life 

Despite  the  scarcity  and  expense  of  airport 
terminal  real  estate,  many  major  airlines 


Airport  hotels  are  attempting  to  streamline  the 
registration  process  for  arriving  business  travelers. 


have  embarked  on  massive  expansions  and 
renovations  of  airport  club  loimges. 

Considered  frivolous  drinking  societies 
during  an  earlier  generation  of  air  travel, 
today's  airport  clubs  are  surrogate  offices 
for  traveling  executives.  All  clubs  are  out- 
fitted with  spacious  work  desks,  tele- 
phones and  fax  machines.  Many  are 
equipped  with  computers,  printers,  and 
modems;  others  have  conference  rooms 
available  for  rent  and  shower  rooms  where 
guests  can  freshen  up  between  flights. 

The  club  networks  have  become  so 
large  that  the  Air  Travel  Card  has  com- 
piled a  92-page  guide  dedicated  to  air- 
port clubs  and  business  centers.  The 
Business  Travel  Airport  Directory  details 
the  locations,  membership  policies  and 
service  offerings  of  clubs  at  more  than 
90  airports.  The  guide  costs  $2.50  and  is 
available  by  calling  800-222-4688. 
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Moving  you  faster  through  airports 
is  hardly  foreign  to  us. 


Hertz#l  Club  Gold! 

The  standard  for  speed 

and  pace  of  mind 

worldwide. 

(i)very  business  day  throughout  the 
U.S.,  thousands  of  business  people 
trust  the  speed  and  consistency  of 
Hertz  #1  Club  Gold. 

(T)t  is,  after  all.  Hertz'  fastest  way  to 
rent  a  car.  No  waiting  in  long  lines.  No 
unnecessary  paperwork.  Nothing  to 
slow  you  down. 

®nd  now  Hertz  #1  Club  Gold  has 
expanded  around  the  world.  In  fact. 
Hertz  #1  Club  Gold  is  available  world- 
wide, including  Europe,  Canada, 
Australia  and  New  Zealand. 

(s)o  you  can  expect  consistent  service 
as  only  the  world's  premier  car  rental 
company  can  provide-whether  you're 
travelling  to  Perth,  Paris  or  Portland. 

(a)s  a  member  of  Hertz  #1  Club  Gold, 
you'll  be  part  of  a  vast  global  network 
dedicated  to  serving  you.  And  no  mat- 
ter where  you  travel.  Hertz  #1  Club 
Gold  is  supported  by  more  than 
19,000  Hertz  employees  worldwide 
dedicated  to  treating  you  with  cour- 
tesy, knowledge  and  respect. 

(s)o  while  business  may  take  you  to 
many  different  countries,  with  Hertz 
#1  Club  Gold,  you  can  always  expect 
only  one  type  of  service.  The  best. 


Hertz  rents  Fords  and  other  fine  cars. 

•  REG.  U.S.  PAT.  OFF.  e  HERTZ  SYSTEM  INC..  1996/042-96. 
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All  Cai;  No  Hassle 


1 

^H     f  a  skeptical  traveling  execu- 
^H     tive  needs  proof  that  life  on 
^H     the  road  has  finally  improved, 
^H     he  or  she  only  needs  to  exam- 
■■■^HLBHai  ine  the  typical  car  rental 
process  of  1997. 

For  frequent  flyers,  at  least,  the  lines 
at  the  rental  counter  have  disappeared. 
In  fact,  the  counters  themselves  are 
often  gone. 

"The  [rental]  process  is  effordess  now," 
says  Robin  Herman,  a  frequent-renting 
executive  at  a  software  company  in  Palo 
Alto,  California.  "The  niggling  and  nit- 
picking is  gone.  It  makes  you  wonder  why 
renting  a  car  hasn't  always  been  this  easy." 

The  Computerized 
Car  Rental 

Car  rentals  haven't  always  been  easy 
because  the  rental  firms  have  only  recent- 
ly managed  to  computerize  the  process. 
The  heart  of  all  the  so-called  "instant 
rent"  programs  that  allow  executives  to 
bypass  rental  lines  are  sophisticated  com- 
puters that  handle  all  the  paperwork, 
maintain  master  rental  contracts  and 
keep  track  of  a  traveler's  preferences. 

Take  away  the  lines  at  the  counter  and 
the  time-concuming  contract  process  and 
business  travelers  couldn't  be  happier. 
That's  exactly  what  programs  like  Hertz 
#1  Gold,  National  Emerald  Club,  Avis 
Preferred  and  Alamo  Quicksilver  do. 

Now  operating  at  Alamo  rental  coun- 
ters in  more  than  70  airports,  the 
Quicksilver  system  allows  travelers  to 
rent  a  car  through  a  computer  that 
resembles  an  automated-teller  machine. 
Stick  in  a  credit  card,  choose  a  car  and  a 
color,  press  the  "print"  button,  and, 
within  seconds,  the  contract  is  printed 
and  the  transaction  completed. 

The  Hertz  #1  Gold  program  is  an  even 


Execut'^/es  can  go  from  the  airline  .arrival  gate  to  the  driver's 
seat  without  ever  htting  a  road  block  or  a  counter  stop. 


better  articulated  version  of 
instant  rental.  Pre-enroUed  #1 
Club  Gold  members  never 
even  push  a  button.  At  38 
airports  in  the  U.S.  and  the 
U.K.,  executives  go  directly 
from  the  arrival  gate  to  a 
shuttle  bus  to  a  weather- 
protected  canopy  in  the  rental 
lot.  There  they  will  find  their 
names  on  lighted  signs  direct- 
ing them  to  a  pre-assigned 
car.  The  vehicle  is  backed  into 
a  space  under  the  canopy,  the 
trunk  is  open  for  luggage,  a 
pre-printed  rental  record 
hangs  from  the  rearview  mir- 
ror and  keys  are  in  the  igni- 
tion. The  process  is  so  com- 
pletely computerized  that 
many  Hertz  shuttle-bus  dri- 
vers are  equipped  with  hand- 
held computers  to  help  them 
expedite  the  rental  even  ftirther. 

At  600  other  locations  around  the 
world,  #1  Club  Gold  customers  go 
directly  to  a  special  counter  area  where 
they  show  their  license,  receive  a  pre- 
printed contract  and  key  and  go  directly 
to  their  vehicle. 

The  major  rental  companies  also  make 
returning  a  car  simple.  Hertz's  "Instant 
Return"  program,  for  example,  operates 
j  at  90  U.S.  and  23  international  airports. 
Rather  than  requiring  executives  to  go  to 
a  counter  to  conclude  a  rental.  Hertz 
employees  carry  hand-held  wireless  com- 
puters and  meet  customers  at  their  car. 
The  Hertz  representative  then  prints  an 
itemized  receipt  in  less  than  a  minute. 

Computerized  Perks 

Even  as  the  rental  firms  streamline  the 
vehicle  rental  and  return  processes,  they 


Hertz's  touch-screen  "Computerized  Driving  Directiom 
device  offers  turn-by-turn  driving  directions. 


are  adding  more  services  to  their  arsenal. 
Once  again,  the  driving  force  behind  the 
improvements  is  computers. 

Avis  and  Hertz,  for  example,  both  offer 
automobiles  equipped  with  onboard 
computerized  navigational  systems.  In 
more  than  100  airports.  Hertz  rental  areas 
now  feature  "Enhanced  Computerized 
Driving  Directions"  machines.  These 
touch-screen  computer  terminals  offer 
printed,  turn-by-turn  driving  directions 
between  any  two  points  in  the  area. 

In  what  is  surely  the  most  logical  mar- 
riage of  computers  and  business-travel 
data.  Hertz  is  installing  "flight  informa- 
tion systems"  in  many  of  its  airport 
shuttle  buses.  Mounted  on  the  front  and 
rear  of  the  buses,  thin,  flat-panel  moni- 
tors display  updated  flight  departure 
information  while  renters  are  being  dri- 
ven to  their  airport  terminals. 


Hilton  HHonors  Has  Accomplished 

Something  No  Other  Frequent 

Travel  Program  Ever  Has. 

j\  Vi^lvTClI  1   ^\f\/\S  \^  j  J«   When  InsideFlyer  magazine  announced  the  winners  of 
the  1996  Freddie  Awards,  Hilton  HHonors"  was  voted  number  one  in  all  eight  hotel  categories.  One  important 
reason  for  these  victories  is  that  Hilton  HHonors  is  the  largest  hotel  program  that  lets  you  Double  Dip*  to  earn 
both  points  and  miles  for  the  same  qualifying  stay  And  now  there  are  more  than  400  hotels  in  fifty  countries 
at  which  you  can  earn  and  redeem  HHonors  points.  It's  no  wonder  Hilton  was  recognized  as  being  the  leader 
Not  once,  but  eight  times.  For  reservations,  call  your  professional  travel  agent.  Or,  you  can  make  reserva- 
tions and  enroll  in  Hilton  HHonors  Worldwide  online  at  www.hilton.com  or  by  calling  1-800-HILTONS. 

HHonors  points  can  also  be  earned  and  redeemed  at  Conrad  International  and  Vista  hotels  Membership,  earnings  and  redemption  of  points  Is  subject  to  HHonors  Terms 
and  Conditions.  Airlme  mileage  earnings  subject  to  rate  restrictions.  The  Hilton  logotype  Is  a  registered  trademark  of  Hilton  Hotels  Corporation,  ©1997  Hilton  Hotels, 
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Squenttravelplans 


^^H     here's  good  news  and  better  news 
^^H     when  it  comes  to  the  state  of 
^^M     frequent-travel  plans. 
^^^  y      First,  the  good  news: 

^^^fc^^     despite  a  few  cutbacks 
and  one  or  two  annoying  restrictions, 
frequent-travel  plans  remain  the  closest 
thing  a  traveling  executive  has  to  a  free 
lunch.  Now,  the  better  news: 
travel  marketers  know  that 
business  travelers  adore 
frequent-travel  plans,  so 
they're  tweaking  the  pro- 
grams to  make  them  richer 
and  more  rewarding. 


More  Miles  and  More  Poiils  Htn  Ever 

Hotel  and  airline  frequent-travel  plans  are  the  closestl 
thing  a  traveling  executive  has  to  a  free  lunch. 


also  participate  in  the  program.  And 
next  year,  guests  at  two  other  Marriott 
properties  (Residence  Inn  and 
Renaissance  Hotels)  will  earn  their 
points  in  Marriott  Rewards,  too. 

"We  want  to  be  able  to  reward  our  best 
guests  for  their  loyalty  to  Marriott  regard- 
less of  the  type  of  lodgings  they  select," 


*^ 
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All  Together  Now 

One  of  the  most  encouraging 
developments  is  the  hotel 
industry's  decision  to  bring 
its  various  lodging  products 
into  one  company-wide 
frequent-guest  plan.  The 
days  when  each  "brand"  in 
a  hotel's  lodging  portfolio 
operated  a  competing  frequent- 
stay  plan  is  ending.  The  replacement,  a 
single  master  program,  allows  travelers 
to  pool  their  stays  and  maximize  their 
earnings  potential. 

The  "Marriott  Rewards"  program  is 
the  perfect  example.  Marriott  operates 
12  brands,  many  of  them  with  their  own 
proprietary  frequent-guest  plan.  In  May, 
however,  guests  at  more  than  1 ,000 
Marriott-operated  properties  in  30 
countries  began  earning  points  in  a  sin- 
gle program,  Marriott  Rewards. 

Travelers  who  stay  in  properties  under 
the  Marriott,  Courtyard,  Fairfield  and 
TownePlace  banners  already  earn  all 
frequent-stay  points  in  Marriott  Rewards. 
Eight  branches  of  Ritz-Carlton  — 
another  Marriott  lodging  company  — 


Marriott  Rewards  now  offers  frequent-travel  points  for 
stays  at  most  Marriott-brand  hotels  and  resorts. 


explains  Marriott  Senior  Vice  President 
Ralph  Giannola.  "Marriott  Rewards 
allows  travelers  to  earn  awards  faster  by 
participating  in  one  core  program." 

The  "core  program"  approach  has  been 
adopted  by  several  other  major  hotel 
companies  as  well.  All  the  Hilton  brands 


—  Hilton,  Hilton  Garden  Inns,  Conrad, 

Hilton  International,  Vista  and  Bally  and      frequent-flyer  miles  and  points  in  the 


frequent-travel  plans  that  allow  them  to 
"double  dip"  —  earn  miles  or  points  twice 
for  the  same  airline  ticket  or  hotel  stay. 

In  August,  for  example,  TWA 
announced  the  revolutionary  "Fare 
Value"  component  of  its  Frequent  Flight 
Bonus  (FFB)  frequent-flyer  plan. 

Business  travelers  who  purchase 
unrestricted  fares  earn  one 
mile  for  every  dollar  spent 
for  the  ticket  as  well  as  one 
mile  for  every  mile  flown. 
In  other  words,  travelers 
who  spend  $750  for  an 
unrestricted  TWA  ticket  on 
a  1 ,000-mile  flight  receive 
1,750  frequent-flyer  miles: 
1 ,000  miles  for  the  length 
of  the  flight  and  a  750- 
mile  bonus  for  the  fare 
paid. 

"Business  travelers 
often  pay  premium  fares 
for  unrestricted  tickets, 
but  airlines  traditionally 
have  not  recognized  the 
greater  contribution  these  people 
make,"  says  TWA  Executive  Vice 
President  Don  Casey.  "The  Fare  Value 
bonus  will  do  that." 

Double  dipping  is  also  a  major  draw- 
ing card  of  the  Hilton  HHonors  and 
Westin  Premier  programs.  In  these  fre- 
quent-stay plans,  travelers  collect  airline 


Flamingo  hotel/casinos  —  collaborate 
to  offer  guests  points  in  the  Hilton 
HHonors  Worldwide  program.  Holiday 
Inn  and  Sheraton  also  offer  a  master 
frequent-guest  program  that  covers  all 
or  most  of  their  hotel  brands. 

Double  Dipping 

Traveling  executives  also  Ix-nefit  from 


hotel's  frequent-guest  plan  whenever 
they  stay  in  a  participating  hotel.  The 
double-dip  policy  is  especially  lucrative 
in  Hilton  HHonors.  For  every  qualify- 
ing stay  at  nearly  400  Hilton  hotels 
around  the  world,  guests  can  simultane- 
ously accrue  Hilton  HHonors  points 
and  miles  in  the  frequent-flyer  programs 
of  22  airlines. 
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The  new  Sprint  Store  at  RadioShack  — 
a  combination  of  dear,  simple-to-use 
Sprint  products,  plus  the  know-how  of 
RadioShack.  Increase  your  productivity 
with  technologically  advanced  products 
and  services  in  one  place.  Walk  in, 
try  out  and  learn  about  the  latest  in 
PCS  digital  mobile  phones,  business 
and  home  telephones,  internet  and 
telephone  services,  and  accessories  — 
at  more  than  5,000  neighborhood 
locations.  Which  clearly  makes  it  a 
great  way  to  shop  for  communications. 


^adioShaci^ 


The  Sprint  Store  At 

adioShack. 


Sprint  and  the  diamond  logo  are  registered  trademarlcs  of  Sprint  Communications  Company  LP.,  used  urtder  lianse. 
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If  executives  purchased  every 
gadget  and  gizmo  that  mar- 
keters promoted  as  the  "per- 
fect companion"  for  business 
travelers,  frequent  fliers'  carry- 
on  bags  would  have  to  be  as 
■i       large  as  steamer  trunks. 
"You  can't  carry  everything  you  should 
have,"  admits  Paul  Thompson,  a 
frequent-flying  advertising  executive. 
"An  item  has  to  be  indispensable  to 
make  the  cut.  If  I'm  not  absolutely  sure 
I'll  use  it  every  day,  I  leave  it 
home.  That  includes  reading 
material,  extra  credit  cards,  any- 
thing that  adds  weight." 

Here's  what  makes  the  carry- 
on  cut  this  fall. 


What  10  Carry  Tlis  Fall 

If  rm  not  absolutely  sure  I'll  use  it  every  day  I  leave  It  home."' 


pager  users  can  respond  to  messages  by 
creating  personalized  replies. 

Beyond  Cell  Phones 

Cellular  telephones  have  become  stan- 
dard for  executive  travelers,  but  now  the 
digital  generation  of  wireless  phones  has 
arrived.  Digital  phones  look  much  like 
cell  phones,  but  they  solve  many  prob- 
lems that  were  once  inherent  in  wireless 
phones.  Digital  phones  sound  better  — 
in  fact,  the  sound  clarity  often  rivals  that 


The  Perfect  Pager 

Once  dismissed  as  a  tool  for 
chauffeurs  and  couriers,  paging 
devices  are  showing  up  on  the 
waists  of  more  and  more  execu- 
tives. The  reason:  unlimited 
ftinctionality  and  flexibility.  The 
best  pagers  aren't  just  "beepers" 
anymore.  Their  alphanumeric 
capabilities  and  expanded  mes- 
sage screens  make  the  best  pagers  a  vital 
communications  tool.  Moreover,  the  cost 
is  low  both  in  terms  of  price  (about  $25 
a  month  for  service)  and  the  weight  of 
the  pager  (usually  less  than  eight  ounces). 

The  "SkyWord  Plus"  system  from 
SkyTel  (800-244-5828),  for  example, 
delivers  messages  of  up  to  500  charac- 
ters. It  is  never  out  of  range  of  a  page  — 
messages  automatically  download  to  the 
pager  as  soon  as  you  move  into  a  cover- 
age area  —  and  callers  can  send  mes- 
sages to  the  pager  by  a  variety  of  meth- 
ods: E-mail,  Internet,  telephone  and 
even  computer  modem.  By  using  the 
company's  "SkyWriter"  service,  SkyTel 


and  AC,  DC  and  automobile  adapters. 

Reading  the  Right  Stuff 

Executives  cherish  their  in-flight  time 
because  it  gives  them  the  chance  to  catch 
up  on  their  reading.  Especially  popular, 
of  course,  are  business  and  management 
books.  So  it's  worth  noting  that  airport 
book  racks  this  fall  will  feature  an 
insightful  business  title  co-authored  by 
J.W.  Marriott  Jr.,  the  travel  industry's 
most  successful  executive.  "The  Spirit  To  i 
Serve:  The  Marriott  Way"  exam- 
ines the  success  of  Marriott 
International,  which  in  just  two 
generations  grew  from  a  one- 
person  soft-drink  stand  to  the 
225,000-employee  giant  of  the 
hospitality  industry  we  know 
today.  Published  by  Harper- 
Business,  the  book  hits  stores 
on  October  2. 


.1 


Pagers  like  the  SkyWord  system  offer  unlimited 
functionality  and  flexibility  for  traveling  executives, 


of  corded  phones.  They  come  with  a  raft 
of  extra  services  —  including  voicemail, 
call  waiting,  caller  ID  and  three-way 
calling  —  at  no  extra  charge.  Best  of  all, 
they  are  marketed  without  all  the  con- 
tractual hassles  and  hidden  charges  that 
plague  standard  cell  phones. 

Not  surprisingly,  the  leading  source  of 
digital  phones  for  executive  travelers  is 
Radio  Shack  (800-THE-SHACK),  the 
nation's  largest  wireless  phone  retailer. 
The  omnipresent  chain  not  only  sells  at 
least  a  dozen  brands  of  digital  and  cellu- 
lar phones,  it  is  a  treasure  trove  of  acces- 
sories: carrying  cases  and  antennas,  bat- 
tery chargers  and  extra-long-life  batteries. 


The  Card  Conundrum 

Business  travelers'  wallets  overflow 
with  charge  cards,  affinity  cards, 
bank  cards  and  many  others. 
Separating  the  plastic  wheat  from 
the  chaff  is  inevitable  —  after  all,  a 
fat  wallet  is  inconvenient  and  cosdy  if  it  is 
lost  or  stolen.  One  card  worth  keeping  is 
the  Air  Travel  Card  (202-626-4224).  In 
this  era  of  general-purpose  plastic,  the  Air 
Travel  Card's  specialization  is  crucial.  By 
segregating  the  high  cost  of  airline  tickets 
from  other  travel  and  entertainment 
expenses,  the  Air  Travel  Card  offers 
superior  T&E  reconciliation  and  frees 
the  other  cards  for  other,  less  cosdy 
T&E  expenses. 


Joe  Brancatelli  is  the  editor  of  the 
"Frommer's  Travel  Update"  newsletter 
and  lurites  a  weekly  business-travel  column 
for  TheTrip.com. 


Know-lt-AII. 


No  one  knows  nnore  about  your  travel 
expenses  than  the  Air  Travel  Card.  The 
only  paynnent  system  issued  by  the 
airlines,  it  tells  you  everything  you  need 
to  know  in  one  direct,  centralized  billing 
statement  --  on  your  choice  of  magnetic 
tape,  computer  disk,  or  hard  copy 
format.  Which  saves  you  money  and  time 
during  reconciliation.  All  with  no  annual 
fee  or  per  card  charges.  So  it  knows  how 
to  cut  costs,  too.  To  find  out  more  about 
The  Ultimate  Corporate  Payment  System ^"^ 
call    us   today. 

All  you  need  to  know. 

1-800-222-4688  or  202-626-4225 
http-://air-travel-card.com 
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They  still  get  good  tables  at  most  restaurants, 
but  other  than  that,  Amencan  billionaires 
have  become  commonplace. 


When 
billionaires 
become  a  dime 
a  dozen 


By  Michelle  Conlln 

Fifteen  years  ago  we  started  compiling  these  ing  are  building  success  by  apphing  computers  to 

lists  of  the  400  richest  Americans.  In  1982  we  mundane  businesses. 

identified  13  Americans  as  billionaires.  This  year  Financial  services  entrepreneurs  also  made  big 

we  count  170  billionaires.  Over  the  same  period  gains,  backing  up  Peter  Drucker's  claim  that  the 

the    price    of  admission   to   The    Forbes   Four  retail  end  of  finance  will  become  increasingly 

Hundred  has  quintupled,  to  $475  million.  important.  This  year  we  add  three  newcomers 

It  would  seem  that  wealth  is  following  a  sort  fi-om  that  field:  Sanford  Weill  of  the  Travelers 

of  Moore's   Law  of  its   own.    Intel's   Gordon  Group,    Richard    Strong    of    Strong    Capital 

Moore  predicted  that  silicon  power  would  dou-  Management   and    Julian    Robertson    of  Tiger 

ble  every  18  months.  If  wealth  isn't  compound-  Management. 

ing  at  that  rate,  it  certainly  is  growing  at  a  faster  Irene  Permington,  at  97,  becomes  the  oldest 

clip  than  at  any  other  time  in  history.  Last  year,  new    member    in    the    history    of  The    Four 

on  average.  Bill  Gates'  net  worth  grew  by  an  Hundred.  And  one  of  the  feistiest,  too.  Nine 

astounding  $400  million  every  week.  Michael  months  before  the  death  of  her  husband,  oil 

Dell's   net   worth   increased   fivefold,   to    $5.5  baron  Doc  Pennington,  the  nonagenarian  took 

billion.  control  of  the  family  fortune,  prompdy  fired  his 

But  computer  magnates  aren't  the  only  people  cronies  and  smartly  reinvested  his  $600  million, 

benefiting  from  the  Silicon  Revolution.  As  we  much  of  which  was  thought  to  have  been  lan- 

repon  elsewhere  (see  p.  98)  people  in  businesses  guishing  in  local  checking  accounts, 

far  removed  fi^om  computer  making  and  design-  Though  the  stock  market  boomed  and  technol- 
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Open  admissions 


It's  a  ntry  democr.\tic  club.  The  Forbes  Four  Hun- 
dred. The  only  requirement  is  that  you  be  a  U.S.  citizen. 
After  that,  you're  in  the  club  automatically  as  long  as 
you  can  show  a  net  worth  of  at  least  $475  million,  up 
from  S415  million  last  year. 

Actually,  there  are  two  basic  kinds  of  mem- 
bers: Those  who  want  to  get  on  the  list 
and  those  who  don't.  Which  means 
that  we  must  come  up  uith  our  net 
worth  numbers.  Estimating  the 
fortunes  of  the  very  rich  is  a 
tricky     business,     especially 
when  they're  very  private. 

If  most  of  your  wealth  is 
in  publicly  traded  stock,  our 
task  is  fairly  easy.  We  price 
publicly  traded  stock  at  the 
market  close  on  Aug.  22. 
The  market  hasn't  changed 
significantly  since  then,  so 
most  numbers  are  within  a 
few  tens  of  millions  of  dollars 
of  our  estimates. 

We  should  note,  however,  that 
in    September,   when    Microsoft 
indicated  it  would  be  late  in  shipping 
its  new  Windows  98  operating  system, 
Microsoft  stock  sank  over  7  points,  lowering 
Gates'  paper  worth  by  $2  billion.  In  a  volatile  market 
Gates'  net  worth  can  gain  or  drop  a  billion  bucks  on  a 
tremor. 

Privately  held  companies  and  real  estate  are  trickier. 
We  value  them  on  multiples  of  cash  flow,  earnings  or 
sales.  In  some  cases  we  settle  for  a  multiple  of  book 
value.  Often  we  will  value  private  companies  as  if  they 
were  public,  but  not  always — especially  in  the  case  of 
small  software  companies. 

Some  club  members  are  extremely  forthcoming  with 


their  own  valuations — offering  to  save  us  the  trouble  of 
doing  our  own  calculations.  Donald  Trump,  for  exam- 
ple. Trump  would  have  us  value  some  of  his  undevel- 
oped real  estate  as  if  it  were  fully  developed  and  100% 
occupied  at  premium  rents.  For  our  tastes  those  valua- 
tions were  pretty  rich.  Trump  claims  a  net 
worth  of  $3.7  billion;  we  list  him  at  a 
more  cautious  $1.4  billion. 

Trusts  and  other  intrafamily 
arrangements  present  the  biggest 
problems — their  fiinction,  after 
all,  is  often  to  cloud  issues  of 
ownership  and  control. 
Using  legal  opinion  and 
common  sense,  we  proceed 
on  a  case-by-case  basis.  Our 
primary  concern:  Who  con- 
trols the  wealth?  We 
attribute  the  wealth  to  the 
person  who  created  the  for- 
tune, provided  he  or  she  is 
still  alive  and  in  control,  even 
i*  if  the  shares  are  held  in  trusts. 

Who  pays  the   piper  calls   the 
tune.  Lawyers'  assertions  that  own- 
ership is  already  in  the  hands  of  those 
who  will  ultimately  receive  the  principal 
are  tough  to  take  seriously,  especially  when 
some  of  these  so-called  owners  are  not  yet  out  of  grade 
school. 

At  times,  where  we  feel  our  numbers  are  dicey,  we 
look  to  a  broad  range  of  experts  and  authorities  who 
follow  particular  industries.  We  gratefully  acknowledge 
these  sources  (except  for  the  many  who  ask  to  remain 
anonymous)  on  page  378. 

Do  we  claim  CPA-quality  accuracy  for  our  estimates? 
Of  course  not.  In  most  cases,  we  are  making  highly 
educated  guesses.  ^ 


ogN'  soared,  economist  Joseph  Schumpeter's  rule 
.of  creative  destruction  still  prevailed.  The  very 
factors  that  made  new  enterpreneurs  rich  swept 
older  entrepreneurs  from  their  perches.  "Some  of 
the  wealthy  can't  stand  success,"  says  original 
Silicon  Valley  seed-money  man  Arthur  Rock. 
"They  squander  away  their  assets  with  bad  invest- 
ments." Thus  43  of  last  year's  400  were  put  out 
of  the  club  this  year.  Of  1982's  original  400,  only 
106  remain  on  the  list. 

Membership  seesaws,  too.  Rock  himself  fell  off 
the  400  in  1987  but  returns  this  year,  largely  on 


the  strength  of  his  Intel  holdings.  Also  returning, 
thanks  to  Walt  Disney  Co.'s  compensation  com- 
mittee: option-supercharged  Michael  Eisner. 

When  he  announced  that  he  planned  to  give  $1 
billion  to  United  Nations  programs,  media  mag- 
nate Ted  Turner  said  he  was  deliberately  demot- 
ing himself  on  the  list.  Until  we  see  the  exact 
color  of  Ted's  money,  however,  we  are  leaving 
our  estimate  of  his  wealth  at  $3.5  billion  and 
leaving  him  in  28th  place.  If  he  really  does  fork 
over  $1  billion  in  cash  or  stock,  he'll  drop  down 
to  the  55th  spot.  hi 
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LE  INTRANET  THAT 
IN  THE  DIRECTION 


OF  YOUR  BUSINESS  -^  NO  MATTER 
HOW  OFTEN  YOU  CHANGE  COURSE 


llNTRODUCING  THE  LOTUS  DOMINO  INTRANET  STARTER  PACKT  Admit  it.  An 

I  Internet  connection  is  no  longer  a  luxury.  It's  the  biggest  necessity  your  business  has 

today.  But  once  you're  connected,  how  can  you  make  the  Internet  work  for  your  business? 

An  intranet  brings  the  power  of  the  Internet  in-house  to  speed  communication,  boost 
efficiency  and  streamline  your  business.  It's  quick  and  easy  to  set  up  a  customized 
intranet  in  your  company.  In  a  couple  of  days,  you  can  roll  out  a  comprehensive  business 
solution  that  enables  your  people  to  really  work  together  over  the  Web.  Questions  get 
answered,  decisions  get  made,  and  your  products  or  services  actually  get  sold. 

DESIGNED  SPECIFICALLY  FOR  SMALL  ANDMIDSIZED  EMPIRES.  Domino 
Intranet  Starter  Pack  is  designed  for  companies  that  don't  have  a  staff  of 
programmers.  Or  an  endless  IT  budget.  Select  from  12  applications  to  create  an  intranet 
tailored  to  the  needs  of  your  business.  The  E-mail  and  Calendaring  &  Scheduling 
features  are  a  great  place  to  start.  Then  add  Contact  Management,  Document  Library 
and  Company  Forms.  The  Domino  Intranet  Starter  Pack  is  based  on  the  award-winning 
Domino"  web  server,  so  you'll  be  able  to  customize  and  add  to  your  intranet  as  your 
company  evolves.  Take  your  competitors  head-on.  To  find  out  more  about  how  to 
leverage  the  Internet,  ask  your  VAR  for  details.  Or  call  1  800  872-3387,  ext.  D444,  or  visit 
our  website  at  www.lotus.com/worktheweb 


THE  FEATURES  GROWING 
COMPANIES  NEED 


T 


SEND  AND  RECEIVE  E-MAIt 

ACCESS  INFORMAIION 

DISCUSS  ISSUES  ONLINE 

MONITOR  PROIECI  STATUS 

PUBLISH  ONLINE  CATALOGS 

MANAGE  ACCOUNTS 

POST  JOB  OPPORTUNITIES 

AUTOMATE  COMPANY  REPORTS 


Lotus 


Working  Together 


Ii  Canada  call  1 800  GO  LOTUS,  ®  1997  lotus  Developmeni  Corporation,  55  Cambndge  Parkway,  CambfidgerMA  02142,  All  nghls  reserved.  Lotus  and  Working  Together  are  registered  trademarks  and  Domino,  Domino  Intranet  Slarler  Pack  and  Wotii  Ihe  Web  are  trademarks  ol  lotus  Development  Corp. 


William  Henry  Gates  III 

About  $40  billion 
Microsoft.  Bellevue,  Wash.  41 
Married,  1  daughter 

Tired  of  hearing  about  Bill  Gates?  Too  bad.  With  his 
$9  billion  kitty  Gates  is  determined  to  force  his  way 
into  your  living  room.  Television."  Owns  11.5%  of 
cable  operator  Comcast.  Internet?  Surf  it  on  Microsoft 
Explorer.  Bandwidth  Bill  is  also  in  WebTV,  satellite 
network  Teledesic  and  music  and  movie  distributor 
DreamWorks  SKG.  Apple's  onetime  dark  prince  now 
its  white  knight  with  $150  million  investment  to  help 
ailing  rival.  In  return  Apple  dumped  Netscape  Naviga- 
tor for  Microsoft's  Explorer  as  Web  browser  of  choice. 
No  wonder  em^-of-Bill  is  so  strong.  Gates'  comment: 
"There  were  some  people  in  the  past  who  were  very 
focused  on  duplicating  what  Microsoft  did  and  were 
very  jealous  of  what  we  achieved.  And  what  they  did 


This  kind  of  money  goes  a  long,  long  way.  Bill  Gates 
is  now  into  cable,  the  Internet— and  old  rival 
Apple  Computer. 


was  to  their  own  detriment."  Gates  quit  Harvard  to 
cofound  Microsoft  with  Lakeside  School  classmate 
Paul  Allen  1975.  Developed  MS-DOS  operating 
system  for  early  IBM  PCs,  received  royalty  each  time 
machine  legally  using  system  sold.  Went  pubHc  1986. 
Latecomer  to  Internet,  made  up  lost  ground  after 
"Internet  Tidal  Wave"  memo  sent  to  staffers  May 
1995.  Developed  browser,  moved  into  content  cre- 
ation with  on-line  magazine  Slate,  MSNBC  cable 
channel/World  Wide  Web  site.  Seattle  property' 
market  inflated  by  "Microsoft  millionaires."  A  dou- 
bling of  his  net  worth  in  the  past  year  has  increased 
the  gap  between  Gates  and  Buffett  for  title  of  richest 
American.  Married  one  of  his  employees,  Melinda 
French,  New  Year's  Day  1994.  Daughter  Jennifer 
Katharine  born  April  1996. 
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Curveball?  Some  of  Warren  Buffett's  biggest  holdings 
are  down.  Rumor  on  Wall  Street  is  that  he's  moving 
into  Treasurys.  Does  the  sage  sense  a  market  peak? 


Warren  Edward  Buffett 

$21  billion 

Stock  market.  Omaha.  67 

Separated,  3  children 


At  67,  Buffett  has  already  set  a 

date  for  retirement:  "About  5 

to  10  years  after  I  die." 


Mysterious  movements  from  most-watched  man  on  Wall 
Street.  First  rumored  to  go  long  on  zero  coupon  Trea- 
surys, then  stays  silent  on  Berkshire  Hathaway's  Wells 
Fargo  position  when  bank's  stock  drops  5%  in  an  hour. 
Scores  again  with  profitable  sale  of  Salomon  to  Sandy 
Weill's  Travelers  Group.  With  holdings  markedly  down 
in  Gillette  and  Coca-Cola,  is  bridge-playing  Buffett  brac- 
ing for  a  bear  market.^  Buffett  1987:  "We  do  not  have, 
never  have  had,  and  never  will  have  an  opinion  about 
where  the  stock  market,  interest  rates  or  business  activity 
will  be  a  year  from  now."  Focuses  on  qualitative  invest- 


ing: buying  a  stock  as  a  piece  of  a  business.  Shift  from 
earliest  days  when  he  followed  Columbia  Business 
School  teacher  Ben  Graham's  quantitative  approach. 
Started  investment  partnership  age  25  with  $100,000; 
dissolved  at  market  peak  1969  with  30-fold  increase. 
With  partner  Charlie  Munger  (see)  looks  for  understand- 
able businesses;  disregards  past  performance:  "If  history 
books  were  the  key  to  riches,  The  Forbes  Four  Hundred 
would  consist  of  librarians."  Completes  own  tax  returns. 
Retirement  date:  "About  5  to  10  years  after  I  die." 
Member  since  1982. 
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Paul  Gardner  Allen 

$17  billion 

Microsoft.  Mercer  Island,  Wash.  44 

Single 


"If  you  could  receive  signals  from 

another  civilization,  diat  would 

change  die  course  of  history." 


Washington  State  taxpayers  opening  their  wallets  to 
third-richest  man  in  America.  As  part  of  Allen  agreement 
to  buy  Seattle  (football)  Seahawks,  he  made  the  state 
promise  to  pay  for  75%  of  new  $425  million  stadium. 
After  narrowly  winning  the  arena,  shows  gratitude  by 
selling  3,500  seats  at  $10  apiece.  Allen  is  now  looking  to 
bring  major  league  soccer  to  city.  Funding  no  problem: 
reaped  $380  million  profit  selling  Ticketmaster,  WebTV 
and  Starwave  stakes.  Recently  sold  nearly  $1  billion 
Microsoft  stock.  Not  worried  about  other  investments 
($500  million  in  laggard  DreamWorks  SKG)  paying  off: 
"I  can  afford  to  make  riskier  investments  that  may 


require  a  longer-term  payoff."  Friends  with  Bill  Gates 
(see),  attended  Seattle's  Lakeside  School  together. 
Dropped  out  of  Washington  State  U.;  worked  for  Hon- 
e)'well  in  Boston.  Teamed  with  Gates  to  write  sofbvare 
for  microcomputer;  led  to  creation  of  Microsoft.  Left 
1983  when  diagnosed  with  Hodgkin's  disease;  recovered. 
Still  owns  about  8%  of  company.  Also  owns  Pordand 
(basketball)  Trail  Blazers,  Boeing  757,  150 -foot  yacht, 
impressionist  art  collection.  Avid  scuba  diver,  musician: 
jams  with  buddy  Dave  Stewart,  fiinding  Jimi  Hendrix 
museum.  Sister  Jody  Allen  Patton  oversees  charitable 
foundations.  Member  since  1986. 


Paul  Allen  is  knee-deep  in  technology  startups,  hoping  to  build  a  second  fortune  based  on  his  wired-world  philosophy. 
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Great  to  be  here! 

Hoechst. 


As  one  of  the  world's  leading 
Dups  in  Life  Sciences  and  Industry, 


Hoechst 

is  listed  on  the 

New  York  Stock  Exchange. 


;'re  pleased  to  introduce  our 


lOE 


company  to  Wall  Street. 

Hoechst  (say  "Herkst")  stock 
offers  a  wealth  of  new  opportunities 
for  investment  in  health  care  and 
agribusiness  -  our  core  activities. 
Markets  that,  more  than  others, 
promise  to  grow  at  an  above-average 


YSE 


Finding  new  ways. 


rate.  We're  in  the  process  of  strength- 
ening our  position  in  the  field 
of  biotechnology.  This  will  help  us 
develop  innovative  drugs  and 
advanced  crop  protection  products. 

And  that's  progress  we  want  to 
be  part  of. 


Hoechst 
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LawrenceJT 
Ellison 

$9.2  billion 
Oracle  Corp. 
Atherton,  Calif.  53 
Thrice  divorced,  2  children 

Gates  buys  WebTV,  Elli- 
son buys  Web-to-TV  divi- 
sion of  Netscape;  Gates 
pledges  $200  million  to 
computerize  libraries, 
Ellison  pledges  $100 'mil- 
lion to  install  network 
computers  in  classrooms. 
This  man  doesn't  like 
being  in  anyone's  shadow 
Grew  up  Chicago's  South 
Side;  U.  of  Illinois 
dropout.  "To  quote 

Woody  Allen,  I  had  a  real 
problem  with  authority." 
To  Silicon  Vallev.  Helped 
develop  first  IBM-compat- 
ible mainfi-ame  at  Amdahl 

Started  Oracle  1977  widi 
Robert  Miner  (d.  1994 

^ee family),  and  $1,850^ 
Beat  IBM  to  database 
market  after  seeing  Blue's 
paper  on  new  database 
computer  language.  Soft- 
ware success,  went  public 
Stock  collapsed  1990  after 
pushing  sales  numbers  too 
hard.  Cut  costs,  recruited 
outside  management,  refo- 
cused  on  qualit\'.  Buddies 
mdi  Apple's  Steve  Jobs; 
considered,  abandoned 
plans  to  buy  ailing  com- 
puter company  Joined 
board  instead.  Owns  $40 
million  Japanese  com- 
pound Woodside,  Calif 
Sails  competitively,  basket- 
ball player.  Gave  up  surf- 
mg,  cycling  after  breaking 
nbs,  elbow,  neck.  Hired 
pn\ate  detective  to  find 
natural  modier.  Member 
since  1986. 


Uke  Captain  Ahab,  Larry 

Ellison's  looking  to  spear 
Gates  and  impose  a  new 
order  in  computers. 
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Great  to  be  here! 

Hoechst. 


1997  may  be  our  first  year  on 
;  New  York  Stock  Exchange, 
.t  our  roots  in  the  U.S.  date  back 
1953. 


The  Hoechst  Group  is  at  home 
n  the  North  American  market. 


That  was  the  year  Hoechst  first 
rived  on  this  side  of  the  Atlantic, 
nee  starting  out  on  the  82nd  floor 
the  Empire  State  Building,  we 
.ve  expanded  our  U.S.  presence. 


In  the  last  decade  the  Celanese 
Corporation  and  Marion  Merrell 
Dow  became  significant  additions 
to  the  Hoechst  Group.  And  just  last 
year  Hoechst  Marion  Roussel,  our 
pharmaceutical  company,  set  up 
its  international  Drug  Development 
Center  in  New  Jersey  -  helping 
to  keep  Hoechst  a  world  leader  in 
Ufe  sciences.  With  so  much  growth, 
we're  not  only  among  the  leading 
global  suppUers  in  each  of  our 


Finding  new  ways. 


major  business  sectors.  But,  with 
more  than  30,000  people  at  over 
25  locations,  we're  also  a  lot  closer 
to  your  home  than  you  think. 

Hoechst  AG,  D-65926  Frankfurt 
http://www.hoechst.com 

Hoechst  is  an  international  group  of 
companies  spearheading  innovation 
in  Life  Sciences  and  Industry.  With 
more  than  140,000 people  worldwide, 
last  year's  sales  totalled  $  34  billion. 


Hoechst 
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Gordon 

Earle 

Moore 

$8.8  billion 
Intel  Corp. 
Woodside,  Calif.  68 
Married,  2  children 

Fueled  by  MMX,  Pentium 
II  chips,  Intel  is  one  of  cur- 
rent bull  market's  poster 
boys,  up  over  150%  since 
mid- 1996.  Author  Moore's 
Law:  power  of  chips  would 
double  every  year — later 
amended  to  18  months. 
First  job  at  Johns  liopkins 
researching  weapons 
propulsion.  Joined  Shock- 
ley  Semiconductor  1956, 
left  a  year  later  to  form 
Fairchild  Semiconductor. 
Developed  first  integrated 
circuit.  Cofounded  Intel 
Corp.  with  Robert  Noyce 
(d.  1990).  Introduced  first 
microprocessor  1971. 
Today  Intel  dominates 
microprocessor  industry. 
Recentiy  gave  $15  million 
to  UC  Berkeley.  Intel 
chairman  emeritus,  but 


.X&4 ' 


"We^had  no  idea  at^all  that  we  had  turned  the  first 
stone  on  a  $100  billi^  busines^." 


self-described  "accidental 
entrepreneur";  had  expect- 
ed to  join  academia. 
Member  since  1982. 


Rewriting  science:  Gordon  Moore,  with  pliysicist  Stephen 
Hawiting.  Moore's  Law  dictated  the  power  of  microchips 
would  double  every  12  months.  Later  revised  to  18 
months,  it's  now  down  to  a  mere  9  months. 


The  General  Patton  of  Silicon  Valley,  Steve  Ballmer  storms  mountains  and 
markets  for  Microsoft.  Though  not  a  programmer,  he's  Bill  Gates'  best 
friend  and  the  guy  who  drives  the  business  side  of  the  software  monolith. 


Steven  Anthony 
Ballmer 

$8.3  billion 
Microsoft. 
Bellevue,  Wash.  41 
Married,  2  sons 


First  nonprogrammer  hired  at  Microsoft, 
Ballmer's  "hard-core"  personality'  drives 
business  side  of  computer  software  giant. 
Master  tactician,  admits  to  "knowing 
more  about  Napoleon  than  your  average 
person."  Knows  more  about  Gates  as 
well.  Met  at  Harvard  (Ballmer  finished. 
Gates  didn't);  joined  company  1980  after 
stint  at  Procter  &  Gamble,  Stanford  Busi- 
ness School.  Gates  finds  markets,  Ballmer 
figures  out  way  to  dominate  them. 
Intense,  bellicose:  blew  out  vocal  cords  at 
company  meeting  1991.  Required 
surger\'  afterwards.  Gates:  "Steve  is  my 
best  friend."  Member  since  1990. 
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Live  The  Endless  Summer 
Play  On  The  Wild  Side 


i 


^-^ 


Play  where  the  heat  is  on... 
all  year  long.  Live  the  Endless  Summer 
on  The  Wild  Side.  It's  not  the  time  of  year, 
it's  a  state  of  mind. 


ambling  Problem?  Call  1-800-GAMBLER. 


TRUMP  MARINA 

HOTEL  •  CASINO 

1-800-777-1 1 77  •  www.trumpmarlna.com 


k 


i  u^jjiii 
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A  monied  launderer:  besides 
fiber  optics  and  wireless 
telephony,  John  Kluge  likes 
coins>perated  laundries. 


John  Werner 
Kluge 

$7.8  billion 

Investments.  Charlottesville,  Va.  83 

Thrice  divorced,  3  children 


Market  showing  little  faith  in  America's 
onetime  richest  man:  his  Metromedia 
International  stock  stagnant  for  last 
year.  But  "the  cheapskate  billionaire's" 
fortunes  could  turn  fast.  Metromedia 
Fiber  Network,  owner  of  East  Coast 
fiber-optic  backbone,  set  to  go  public. 
Unloaded  chunk  of  moneylosing  enter- 
tainment division  to  Kirk  Kerkorian's 
MGM  for  $570  million  cash.  "I'm  for- 
ever raising  the  high  bar  and  breaking 
my  neck  to  clear  it."  Born  in  Germany 
{klu^  is  German  for  clever),  immigrated 
to  Detroit  1922  with  mother,  raised  in 
tenement.  Studied  economics,  poker: 
$7,000  in  winnings  by  graduation; 
almost  lost  scholarship  when  caught 
gambling.  Formed  Metromedia  1960. 


At  83,  Still  taking  risks: 

"I  plan  to  work  until 

they  carry  me  out." 


Amassed  largest  cellular  network  in  U.S. 
early  1980s.  Liquidated  Metromedia 
assets  1984  for  $4.65  billion  pretax 
profit.  Sold  cellular  assets  for  $3.4  bil- 
lion by  1992.  Also  owns  restaurants 
(Ponderosa,  Bennigans),  coin-operated 
laundries;  stakes  in  many  technolog}' 
companies.  Converted  to  Catholicism 
before  third  marriage  1981;  divorced 
1990.  10,000-acre  Virginia  estate  boasts 
vintage  carriage  museum,  working  farm. 
Substantial  art  collection.  Gave  $110 
million  to  Columbia  for  minority  schol- 
arships. Shows  no  signs  of  slowing 
down:  "I  feel  as  enthusiastic  about 
Monday  morning  as  1  did  when  I  left 
college.  I  plan  to  work  until  they  carry 
me  out."  Member  since  1982. 


Ronald  Owen  Perelman 

$6.5  billion 

Investments.  New  York  City.  54 

Twice  divorced,  separated;  6  children 


Marvel  Entertainment  owner  tangled  company  in 
web  of  debt;  declared  bankruptcy.  Lost  bid  to 
reorganize,  retain  control,  when  Carl  Icahn-led 
bondholders  persuaded  bankruptcy  judge  to  hand 
over  company.  Wall  Street  quick  to  forgive: 
months  later  allowed  Perelman  to  refinance  more 
than  $1  billion  in  bonds  due  1998  from  his 
Revlon  and  Coleman  companies.  Other  major 
holdings:  g<ant  thrift  Cal  Fed,  Consolidated  Cigar. 
Got  early  start  with  leverage.  Out  of  Wliarton, 
$1.9  million  leveraged  deal  for  minority'  interest  in 
jewelry  distributor  1978.  Built  MacAndrews  & 
Forbes  conglomerate  with  debt  financing  from 
Dre.xel  Burnham.  Fond  of  cigars.  Estranged  from 
third  wife.  Bill  Clinton  pal  Patricia  Duff.  Eldest 
son,  Ste\e,  running  Revlon  fragrance  di\ision. 
Member  since  1987. 


Temporarily  slowed  by  his  Marvel  bankruptcy, 
Perelman  drummed  up  a  plan  to  push  back 
his  enormous  debt  obligations  past  the 
year  2000. 
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Meet  the  personalities  behind 
our  new  line  of  Natural  Sweaters. 


^tarting  at  the  top,  that's  our 
3  black  sheep. 

Black  Welsh  Mountain,  to  be 
acact  It's  the  only  completely 
jlack  breed  grown  in  the  British 
sles. 

Its  wool  is  thick,  fluffy,  utterly 
Deautiful.  (Some  English  squires 
:aise  Black  Welsh  just  to  decorate 
he  lawns  of  their  country  houses.) 

So,  you  can  see  why  we  chose 
t  as  one  of  the  four  breeds 
hat  go  into  our  new  Lands'  End" 
'Natural  Sweaters. 

The  others  -  in  the  snapshots 
aext  door  -  are  Cheviot,  Jacob, 
and  Suffolk.  (Take  a  ba-a-a,  fellas.) 

The  fact  is,  each  sheep  has  its 
Dwn  character.  Which  we've 
tried  to  capture  by  making  each 
Natural  Sweater  from  the  wool  of 
just  one  breed. 

A  credit  to  its  parents 

By  "natural,"  we  mean  the  wool 
is  exactly  as  Mother  Nature 
created  it 

We  don't  bleach  it  or  dye  it. 
rhe  color  is  the  sheep's  own  color 

For  example,  our  Cheviot 
sweater  is  white,  because  a 
Cheviot  sheep  is  white.  And  our 
Jacob  sweater  comes  in  a  mix 
of  brown  and  white,  for  the 
same  reason. 

The  colors  are  subtle.  A 
Cheviot's  white  is  nothing  like 
die  white  of  a  Suffolk. 

For  that  matter,  no  two 
Cheviot  sweaters  are  exactly  the 
same.  There  are  minor  variations, 
just  as  there  are  in  the  sheep. 

(Our  sheep  aren't  cloned, 
needless  to  say.) 

Knit  one,  purl  a  flock 

For  the  knitting,  we  go  to  a 
fine  old  mill  in  the  English 
Midlands. 

The  knitters  give  our  sweaters 


a  classic,  timeless  look  -  equally 
at  home  on  the  Scottish  moors 
50  years  ago,  or  in  your  backyard 
next  week. 

And  they  knit  each  sweater  to 
the  exact  size:  M,  L  and  so  on. 

(Some  manufacturers  cut  their 
sweaters  to  size  -  which  is  why 
their  sweaters  don't  fit  or  wear 
like  ours.) 

Maybe  we  should  have  illus- 
trated our  Natural  Sweaters  with 
big,  colorful  photos. 

But  frankly,  we'd  rather  save 
that  for  the  Lands'  End  catalog  - 
where  we  can  do  these  sweaters 
justice.  Besides,  we  want  you  to 
read  about  all  our  other  fine 
clothing  -  and  the  neighborly 
way  we  do  business. 

You  see,  you  can  call  us  at  any 
hour.  There's  always  a  friendly 
soul  on  hand  to  answer  questions, 
take  your  order  -  or  just  schmooze. 

Get  right  down  to  it,  there's 
nothing  quite  like  shopping  at 
Lands'  End.  Nobody's  been  able 
to  clone  that  either. 


Photos  courtesy  British  Wool  Marketing  Board. 
&  1997  Lands'  End.  Inc. 


r 


■^ara^ 


perio^j_ 


For  our  free  catalog,  call  anytime, 
24  hours  a  day 

1-800-356-4444 

Please  mention  ad  |JP  | 

Name 


Address . 


Apt.. 


City- 


state - 


Zip- 


[)ay/Nighl 
fctrcle  fine) 


Phone  i i 

Mail  to:  1  Unds'  End  Une,  Dodgeville.  WI  53595 
http://www.lcmdsend.coin/catalogs/jp 
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S.  Robson 
Walton 

Bentonville.  Ark.  53 
Divorced,  remarried;  5  children 

Wal-Mart  Stores 

$32  billion  family  fortune 


Widow  and  children  of  Wal-Mart  founder  Sam  Walton  (d.  1992).  Sam 
opened  first  Wal-Mart  store  Rogers,  Ark.  1962.  Small-town  discount 
stores  thrived  in  rural  America.  Today  largest  U.S.  retailer,  with  2,750 
stores.  Expanding  internationally:  over  250  stores  in  6  countries.  Huge 
on  information  technology;  storage  capacity  second  only  to  U.S.  govern- 
ment. Mother  Helen:  high  school  valedictorian,  U.  of  Oklahoma  gradu- 
ate. S.  Robson:  Columbia  Law  grad,  iron-man  triathlete.  Wal-Mart  chair- 
man since  1992.  John  T.:  Vietnam  veteran,  former  head  of  sailboat 
manufacturer  Cosair  Marine.  Chairs  GPS  manufacturer  Satloc,  Inc.  VP 
family  investment  partnership  Walton  Enterprises.  Jim  C:  Walton  Enter- 
prises president.  Alice  L.:  Trinity  U.  grad.  1989  founded  Llama  Co., 
small  investment  firm.  Former  broker  for  E.F.  Hutton:  "This  whole 
region  gets  lefi:  out  by  Wall  Street  and  the  money  center  banks." 
Members  since  1989. 


"Our  tamily  philosophy  is  this:  true  value 

for  people,  true  opportunit)^,  is  created  by 

for-profit,  not  not-for-profit  efforts." 
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Jay  Arthur  Pritzker 

$6  billion 

Finance,  hotels.  Chicago.  75 

Married,  5  children  (1  deceased) 


Bob  Pritzker's 
Marmon  Group 
owns  every- 
thing from 
copper  tubes 
to  credit  data. 


Robert  Alan  Pritzker 

$6  billion 

Manufacturing,  service.  Chicago.  71 

Twice  divorced,  remarried;  5  children 


BrotJiers.  Former  owners  of  failed  Braniff  Air- 
lines back  in  air:  teaming  with  Israel  Aircraft 
Industries  to  make,  sell  $16  million  corporate 
jets.  Tapped  former  Learjet  CEO  to  run  show. 
On  ground,  strong  hotel  industry  boosted  value 
of  their  Hyatt  Hotels  and  Hyatt  International. 
Bought  back  Donald  Trump's  stake  in  NYC's 
Grand  Hyatt  for  $192  million.  Chicago  roots: 
grandfather  Nicholas  immigrated  to  city  from 
Russia  1881;  started  law  firm.  Son  Abram  diver- 
sified into  real  estate,  light  manufacturing  late 
1930s;  died  1986.  Lawyers  minimized  estate 
taxes  so  well  IRS  pressed  for  $53  million;  settled. 
Sons  increased  holdings.  Jay:  lawyer  by  educa- 
tion, financial  wizard.  Started  Hyatt  hotels  1957. 
Brother  Donald  (d.  1972)  ran  chain  for  years. 
Youngest  brother,  Robert,  family  engineer.  Runs 
60-plus  manufacturing,  service  companies 
dirough  Marmon  Group.  Members  since  1982. 


The  smile  of  a  man  with  money  to  tarn:  Vbst  brother  and 


his  Hyatt  Corp.  hotel-hunting. 
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Bully  Pulpit 


White  House 
Re-Painted  White 


Great  Depression 


The  New  Deal 


Camelot  18  Minutes  Missing  Trickle  Down  Economics 

hitp  ^/vvww  budweiser  com        ©1997  Anheuser-Busch.  Inc    Budweiser®  Beer,  St,  Louis,  MO 


Bridge  to  the  2  P^  Century 


The     Classic     American     Lager     Since     1876.      J^lMctwVGlA 


C:i^  SSIC  A.  ^ERICA.N  Z.i 


Jfl^^w 


Found  a 


sweeter  spot 
for  people  to  plai 


June  1 9, 2:45  pm.  Dan  Kubica. 


It's  that  moment  of  insight  when  remark 
able  things  happen. 

For  example,  take  the  makers  of  Ping® 
golf  equipment.  Karsten  Manufacturing 
was  taking  years  to  design  a  new  set  of 
Ping  irons.  That's  twelve  irons.  That's  one 
at  a  time.  That's  way  too  long.  Then,  they 
began  developing  and  testing  their  designs 
on  high-performance  Silicon  Graphics 
systems.  Less  than  a  year  later,  a  new  set 


any  other  computers.  To  see  new  and  more 
informative  data.  To  look  deeper  within 
yourself  for  better  answers. 

People  in  practically  every  industry,  in 
nearly  every  corner  of  the  world  use 
Silicon  Graphics  workstations  and 
servers  in  manufacturing,  science, 
government,  telecom  and 
entertainment.  They  are 
the  people  whose  insights 


of  Ping  clubs  shipped  to  stores  around  the 
world.  And  golfers  everywhere  found  one 
more  thing  to  love  about  the  game. 

It's  just  one  example  of  what  people 
do  with  Silicon  Graphics  systems  - 
collaboration  with  better  results  in  less 
time.  And  whether  you  work  alone  or  in  a 
group,  Silicon  Graphics  provides  you  with 
the  freedom  to  do  things  you  can't  with 


turn  the  ordinary  into  the  extraordinary. 
If  you  need  more  proof,  stop  by  your 
local  driving  range.  That  little  pinging  you 
hear  is  the  result  of  better  clubs  getting  to 
market  in  half  the  time. 


m?^  SiliconGraphics 

^'  l^    Computer  Systems 
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Michael  Dell 

$5.5  billion 

Computers.  Austin,  Tex.  32 

Married,  3  daughters 


Dell  Computer  now  fourth-biggest  PC  maker  in  the 
world.  Share  price  up  over  1,000%  in  last  12  months.  PC 
giants  Compaq,  IBM  searching  hard  for  ways  to  imitate. 
Direct  seller  employs  simple  formula:  no  middlemen, 
low  inventory  means  low  costs,  fast  service.  Sees  super- 
charged growth  continuing,  but  formula  could  prove 
easy  for  competitors  to  duplicate.  Claims  head  start  is 
too  big  to  be  caught.  Born  entrepreneur:  sold  enough 


papers  last  year  of  high  school  to  pay  cash  for  BMW. 
Began  selling  PC  upgrades  out  of  freshman  dorm  room, 
U.  of  Texas  1983.  Dropped  out  next  year  to  found  Dell 
Computer.  Internal  troubles  1993  after  out-of-control 
growth;  put  back  on  track  after  new  management  team 
brought  in.  Next  growth  area:  direct  sales  over  the  Inter- 
net, could  account  for  as  much  as  50%  of  sales  in  2  years. 
Richer  than  Bill  Gates  was  at  32.  First  on  list  1991. 
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HARRY  WINSTON 


^c.:k 


The  Ultimate  Timepiece 


NEW  YORK 


ryi 


FROM  THE  OCEAN  WATCH  COLLECTION 

PLATINUM  DIVING  WATCH  WITH  ROTATING  BEZEL. 
WATER-RESISTANT  TO  A  DEPTH  OF  300  FEET. 


GENEVE 


PARIS 


TOKYO 


18  FIFTH  AVENUE  371  N.  RODEO  DRIVE  24,  QUAI  GENERAL  GUISAN  29,  AVENUE  MONTAIGNE  HOTEL  SEIYO,  1,  GINZA,  CHUO-KU 


(212)245  2000 


(310)2718554 


(22)818  2000 


(1)47  20  0309 


(3)35356441 


THE  TOP 


'} 


An  unrepentant  Phil  Knight  blasts  his  sweatshop 
critics:  "This  isn't  an  issue  that  should  even  be  on 
the  political  agenda  today.  It's  just  a  sound  bite  of 
globalization." 


Philip  Hampson  Knight 

$5.4  billion 

Nike.  Beaverton,  Ore.  59 

Married,  2  sons 


Sneaker  giant's  pugnacious  founder,  under  fire  fi-om 
politically  correct  for  using  low-wage  labor  in  Asian 
factories.  Hasn't  hurt  company:  stock  more  than 
quadrupled  since  1994.  U.  of  Oregon  grad  laughs  at 
track-star  reputation  ("I  lettered"),  but  love  of  sport 
led  to  Stanford  Business  School  paper  on  importing 
Asian-made  sneakers.  Began  distributing  Japanese- 
made  athletic  shoes  with  former  track  coach  1964. 
Invested  $500  each  to  launch  novel  "waffle  sole." 
Named  company  after  Greek  goddess  of  victory;  paid 
grad  student  $35  for  famed  "swoosh"  logo.  Shook 
up  shoe  industry  with  iconoclastic  ad  campaigns 
("Just  do  it")  that  emphasized  image,  not  product, 
and  won  attention  with  expensive  marquee  endorse- 
ments. Latest  trophy:  Tiger  Woods,  for  reported  $45 
million.  Diversified:  apparel,  accessories.  Outdoor 
sunglasses  inspired  patent-infringement  lawsuit  fi^om 
Oakley's  Jim  Jannard  (see).  Responding  to  suit, 
Knight:  "I  think  we  make  Mm  nervous."  Set  to 
debut:  ergonomic  runner's  watch,  snowboards,  in- 
line skates.  Diversification  not  surprising  in  a  man 
who  thinks  of  himself  as  a  marketer  rather  than  as  a 
shoemaker.  If  not  shoes,  "I  probably  would  have 
started  Microsoft."  Member  since  1982. 


Philip  Anschutz 

$5.2  billion 

Oil,  railroads,  fiber  optics.  Denver.  57 

Married,  3  children 


Doubled  former  net  worth  estimates  overnight  with  June 
IPO  of  fiber-optic  network  company  Qwest  Communications. 
Original  $55  miUion  investment  now  worth  about  $3.5  bil- 
lion. Sealed  deal  in  January  to  build  132 -mile  crude  oil 
pipeline  in  southern  California;  will  supply  6  refineries.  Esti- 
mated cost:  $200  million.  All  this  after  completing  $5.4  bil- 
lion merger  of  his  Southern  Pacific  Railroad  (once  considered 
one  of  the  industry's  most  financially  strapped  operators)  with 
Union  Pacific.  Largest  shareholder  of  Union  Pacific  and  spin- 
off, Union  Pacific  Resources.  Major  stake  in  Forest  Oil  Co. 
Fortune  derived  from  oil,  serendipitous  land  buys.  Bought 
Circle  A  Drilling  Co.  for  $1  million  1964,  then  expanded  oil 
and  gas  exploration.  Bought  East  Anschutz  Ranch  Field  with 
father  in  early  1970s,  struck  oil;  sold  half-interest  to  Mobil  for 
$500  million  1982.  Amoco  now  operator;  family  still  collects 
17%  royalties.  Also  real  estate,  sports:  about  85%  of  the  Los 
Angeles  (hockey)  Kings;  owner  of  Denver  (soccer)  Rapids, 
Chicago  (soccer)  Fire;  option  to  buy  interest  in  Los  Angeles 
(basketball)  Lakers.  Building  new  arena  for  Kings  and  Lakers. 
Member  since  1982. 
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^^Vfiafs  aettina  in  the  voay  oj  other  hotels 
puttina  a  telescope  in  everij  room? 


Brick  Walls.  Air  vents.  Internal  courtyards.  No  guest  in  our  hotel 


will  ever  face  one  of  tfiese.  That's  because  none 


of  our  rooms  do.  In  fact,  we're  so  proud  of  our  Central  Park  and 


Manhattan  skyline  views,  every  room  features  a  telescope. 


TRUMP 

INTERNATIONAL 
HOTEL  &  TOWER 
ONE    CENTRAL    PARK    WEST 


NEW    YORK'S    NEW    STANDARD    FOR    LUXURY    AND    PRIVACY. 

One  Central  Park  West,  New  York,  NY    10023    •    Phone  2  I  2-299-1000    •    Fax  21  2-299-1058 
I^TO;   For  reservations  call  1-800-323-7500  or  contact  your  travel  professional. 


Never  underestimate  the  importanc 


'^iW 


n  .  t 


.^*- 


i<^N^ 


tLKS^' 


.v>  •  •. 


J 


^f^«s 


"^V"-^*W 


^k^ 


^BC^f'ir. 


A  friendly  reminder  from  the  people  who  can  get  the  best  out  of  yours. 


Hewitt 


Improving  Business  Results  Through  People 


THE  TOP 


"I  really  am  basically 

a  peasant.  Really. 

I  love  living  outdoors." 


Samuel 

Irving 

Newhouse 

$4.5  billion 

Media.  New  York  City.  69 
Divorced,  remarried; 
3  children 


Donald 
Edward 
Newhouse 

$4.5  billion 

Media.  New  York  City.  67 

Married,  3  children 


Barbara  Cox  Anthony 


$5  billion 

Media.  Honolulu.  74 

Married,  2  children 


Anne  Cox  Chambers 


$5  billion 
Media.  Atlanta.  77 
Twice  divorced,  3  children 


Daughters  of  James  Cox  (d.  1957),  poor  farm  boy,  later  teacher,  who 
bought  Dayton  Daily  News  1898  for  $26,000.  Served  3  terms  Ohio 
governorship;  failed  presidential  bid  1920  (FDR  his  running  mate) 
against  Warren  Harding.  Bought  Adanta  Constitution  1950;  now  flag- 
ship paper  of  Cox  Newspapers. 

Sisters  have  98%  control  over  sprawling  media  empire:  newspapers 
(16  dailies),  cable  systems  (3.3  million  subscribers),  cable  programming 
investments  (The  Discovery  Channel,  The  Learning  Channel,  E! 
Entertainment),  radio,  TV  stations.  Slowly  taking  pieces  public:  spun 
off  cable  interests  1995;  radio  stations  1996.  Also  Manheim  Auctions, 
world's  largest  car  auction.  B.irbara  avoids  press;  .\nne  Atianta  socialite, 
former  ambassador  to  Belgium  under  Carter.  Sisters  share  fortune 
worth  more  than  $10  billion.  Members  since  1982. 
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Two  sons  of  Samuel  Sr.,  who  ran  Bayonne  (N.J.)  Times 
at  age  16,  built  nation's  largest  private  newspaper  chain. 
Acquired  magazine  publisher  Conde  Nast  1959.  Broth- 
ers took  over  on  father's  death  1979;  beat  IRS  in  huge 
estate  tax  case.  Si,  chairman  Ad\'ance  Publications,  runs 
magazine  division.  Known  as  generous  boss  but  quick  to 
fire.  Manages  sometimes  awkward  symbiosis  in  a  stable 
of  distinguished  magazines  between  Conde  Nast  Presi- 
dent Steven  Florio,  Editorial  Director  James  Truman. 
Just  launched  first  new  tide  in  10  years,  Conde  Nast 
Sports  for  Women,  still  struggling  to  turn  around  The 
New  Yorker.  With  revenues  in  excess  of  $1  billion,  mag- 
azine division  barely  profitable  despite  strong  earnings 
fi-om  Glamour.  Newspaper  unit,  still  company  cash  cow, 
run  by  brother  Don.  Members  since  1982. 


Brothers  Si  and  Donald  Newhouse  are  the  arbiters  of 
who's  hip,  who's  hot,  what's  cool  and  what's  not. 


As  it  did  with  copiers  and  calculators,  Bill  Hewlett's 
Hewlett-Packard  is  trying  to  stake  an  early  lead  in  the  dig- 
ital camera  and  Internet  commerce  markets. 


William  Redington 
Hewlett 

$4.1  billion 

Hewlett-Packard.  Portola  Valley,  Calif.  84 

Widowed,  remarried;  5  children,  5  stepchildren 


Prototype  for  the  Silicon  Valley  fortune.  Started  com- 
pany 1939  with  Stanford  classmate  and  longtime  friend 
David  Packard  (d.  1996)  in  now-famous  Palo  Alto 
garage.  Both  students  of  "Father  of  Silicon  Valley" 
Frederick  Terman.  First  company  building  designed 
to  be  converted  into  supermarket  if  electronics  proved 
dead  end.  Earliest  notable  customer:  Disney,  for 
Fantasia.  Emphasized  decentralized  corporate  culture 
years  before  it  became  fashionable.  After  late  start, 
making  big  advances  in  PC  market.  Retired  as  CEO 
1978;  made  brief  but  effective  return  with  Packard 
1990  to  cut  back  bureaucracy.  Founders  renowned  for 
philanthropy:  more  than  $300  million  to  Stanford  over 
the  years.  Member  since  1982. 
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IHE  TOP 


"I  enjoy  the  risk 

factor.  I  enjoy 

exercising  one's  taste 

and  judgment." 


Even  though  News  Corp.  stock  is  trading  near  its  2-year  low, 
Rupert  Murdoch's  stilt  sailing  strong.  His  recent  purchase  of  the 
Los  Angeles  Dodgers  solidified  Fox's  hold  on  sports  programming. 


Keith  Rupert 
Murdoch 

$3.9  billion 

News  Corp.  Australia,  London,  NYC.  66 

Divorced,  remarried;  4  children 


After  a  nasty  spat  pitting  Ted  Turner  against 
Murdoch — KYC  Mayor  Rudolph  Giuliani  in 
Murdoch's  corner — the  feisty  News  Corp.  boss 
won  a  place  for  his  all- news  television  service  on 
competitor  Time  Warner's  New  York  cable 
system.  Effort  to  enter  U.S.  direct  satellite 
market  with  49%  purchase  of  EchoStar  failed. 
Suffered  setbacks  in  book  publishing.  Paid  $1.9 
billion  for  Pat  Robertson's  Family  Channel. 
Pushing  ambitiously  into  China,  India,  Latin 
America.  Australian-born  son  of  Sir  Keith, 
respected  editor  Melbourne  Herald.  Ran  first 
paper,  Adelaide  Herald,  at  age  23.  Expanded 
into  U.K.  with  London's  down-market  Sun  and 
up-market  Times.  Took  over  Twentieth  Centu- 
ry Fox  1985.  Became  naturalized  American  citi- 
zen, built  Fox  network,  defying  predictions  that 
there  was  no  room  for  another  network.  Chil- 
dren Lachlan,  Elisabeth  and  James  hold  execu- 
tive positions  at  dad's  company.  Hea\'ily  lever- 
aged News  Corp.  nearly  sank  1990-91  after  $3 
billion  purchase  of  Triangle  Publications;  Mur- 
doch's response:  If  he  hadn't  bought  Triangle, 
he  would  have  overpaid  for  something  else.  But 
his  take-a-chance  personality  built  small  publish- 
er into  one  of  world's  greatest  media  empires. 
Member  since  1985. 


Walter  Hubert  Annenberg 

$3.8  billion 

Publishing.  Wynnewood,  Pa.  89 
Divorced,  remarried;  1  daughter 
(1  son  deceased) 


America's  greatest  living  philanthropist:  $500  million  for  public  educa- 
tion reform  1994,  $365  million  to  Peddie  (liis  prep  school),  USC,  U. 
of  Penn.,  Harvard  1993.  Fatiier,  Moses  Annenberg  (d.  1942),  founder 
of  what  became  Triangle  Publications  (Philadelphia  Inquirer,  Daily 
Racing  Form).  Walter  took  over  debt-logged  company  age  32. 
Launched  first  teenage  fashion  magazine.  Seventeen,  1944;  struck  gold 
1953  with  national  T\'  Guide,  eventually  fourth-largest-circulation 
magazine  in  U.S.  Nbcon's  ambassador  to  Great  Britain  1969-74.  Sold 
Triangle  to  Rupert  Murdoch  for  over  $3  billion.  Sunnylands  estate  in 
Palm  Springs  known  as  the  "Western  White  House":  has  18-hole  golf 
course.  Decade-long  position  in  GM — some  10  million  shares — sold 
last  year;  pumped  proceeds  into  government  bonds:  "That's  how  prac- 
tical you  have  to  be  when  you  get  to  be  89  vears  old."  Impressionist  art 
collection  valued  at  more  tlian  $1  billion;  leaving  it  to  Metropolitan 
Museum  of  Art  in  New  York  City.  Member  since  1982. 


Known  more  for  his  charitable  giving,  former 
U.S.  ambassador  Walter  Annenberg  has 
found  a  new  political  cause:  battling  subur- 
ban Philadelphia's  personal  property  tax. 
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Invented  for  you 


Conceiivd  by  Breguet  in  1780. 
the  automatic  movement  featured 
an  oscillating  weight  that 
rewound  the  mainspring. 
Today  the  craftsman 's  hand 
decorates  the  weight  with  fine 
guilloche  engraiing  to 
complement  the  beautjf. 
of  the  motei 


13  Abraham-Louis 

jjreguet 


250 

1747-1997 


By  infenting  the  tourbillon 
detice  around  1795, 
Breguet  eliminated  the 
influence  of  gravity  on 
the  accuracy  of  the  watch. 
This  pivotal  invention 
is  seen  at  its  best  in  the 
current  collection,  which 
has  a  number  of  fine 
tourbillon  watches 


A 


Breguet  watch  has  a  unique  respon- 
sibility; it  comes  to  you  carrying  the 
name  of  Abraham-Louis  Breguet,  the 
greatest  watchmaker  ever  known.  You 
will  recognise  it  by  the  legendary 
"Breguet"  hands,  the  shimmering 
guilloche  dial,  and  the  finely  fluted 
case  band  that  give  your  Breguet  its 
strong  character.  Most  important,  it 
will  house  a  hand-finished  movement, 
as  inimitable  and  inventive  today  as  two 
hundred  years  ago.  Wear  it  with  pride, 
you  have  chosen  an  exceptional  watch. 


Depuis  1775 


TToTuTR)(n)(€)(n)(u 


Where  you  meet  Your  Other  Face. 

NEW  YORK  ■  PALM  BEACH  •  BAL  HARBOUR  •  COSTA  MESA  •  HOUSTON 
SHOP-AT-HOME:  1-800-348-3332 


Advertisement 


New  tax  law  makes 
all  estate  pl< 
obsolete 


:  1 1 1 1 1 1  i 


B^BanyKa^e 


Ever  since  estate  tax  laws  were  ini- 
tiated, people  tnave  been  going  to 
their  attorneys  and  advisors  trying  to 
minimize  the  bite  those  death  taxes 
take  out  of  their  assets. 

In  general,  the  meetings  go  like 
this:  Your  advisor  writes  down  your 
total  estate  value  at  the  top  of  a 
sheet  of  paper  --  as  an  example 
let's  use  $40  million  (you  can  pro 
rata  the  numbers  up  and  down  to 
fit  your  own  situation.)  Then,  he 
subtracts  the  $1  million  that  repre- 
sents your  newly  increased  individ- 
ual Unified  Gift  and  Estate  Tax 
Exemption  or  the  $2  million  of  you 
and  your  spouse's  combined 
increased  exemption  from  the  total. 
What  remains,  you  are  told,  is  the 
amount  you  have  to  worry  about. 

After  that,  an  intricate  set  of  trusts, 
shelters,  and  gifts  will  probably  be 
proposed.  They  will  be  costly  to  pre- 
pare and  while  they  may  indeed 
shelter  or  dispose  of  some  of  your 
assets,  they  will  do  nothing  to  pro- 
tect whatever  remains  in  your  con- 
trol to  provide  for  your  lifestyle.  And 
not  one  of  the  documents  you 
emerge  from  the  process  with  will 
produce  a  single  dime  to  pay  those 
taxes  when  you  die. 

Now,  imagine  the  same  scenario 
with  a  slight  twist. 

You  sit  across  from  your  advisor 
and  he  writes  your  $40  million 
estate  value  across  the  top  of  the 
sheet  of  paper.  On  the  next  line,  he 
writes  the  amount  of  your  new 
exemption  -  $40  million.  He  sub- 
tracts the  one  from  the  other  and 
comes  up  with  the  amount  you  have 
to  worry  about  -  Zero. 

Fantastic?  You  bet  it  is.  But  that 
doesn't  make  it  any  the  less  real. 

If  you  wait  until  death  to  pass 
your  $2  million  combined  exemp- 
tions on  to  your  heirs,  they  will  be 
worth  $2  million.  But  use  them  now 
and  they  can  effectively  exempt  an 


entire  $40  million  estate  from  aH 
estate  taxes.  Here's  how: 
A  couple,  averaging  age  60,  can 
receive  up  to  a  10-to-l  return  on  a 
One-Pay,  Last-to-Die  insurance  poli- 
cy, based  on  current  assumptions. 
If  they  were  to  gift  the  $2  million  of 
their  combined  exemptions  to  their 
heirs  during  their  lifetimes,  an  insur- 
ance policy  could  be  purchased  that 
would  produce,  upon  the  death  of 
the  second  parent,  $20  million 
income  and  estate  tax  free.  That 
$20  million  will  pay  the  estate  taxes 
on  an  estate  of  about  $40  million 
so,  in  effect,  the  entire  estate  has 


INOtEASE 
YOUR  EXEMP- 
TION BEYOND 
YOUR  ASSETS 
AND  PAY  NO 
ESTATE  TAX 


been  exempted  and  no  further 
estate  planning  is  necessary. 

It  really  is  that  simple.  Once  you've 
bought  life  insurance  to  increase 
your  exemptions,  further  estate 
planning  becomes  unimportant.  You 
can't  really  know  how  best  to  pro- 
ceed until  you've  taken  a  medical 
exam  and  found  out  how  much  insur- 
ance you  can  buy  and  at  what  cost. 

Furthermore,  you  are  not  limited  to 
using  only  the  $2  million  of  your  gov- 
ernment-granted exemptions  to  exe- 
cute this  program.  You  can  buy  addi- 
tional exemptions  at  greatly  dis- 
counted costs. 

Let's  say  your  estate  is  worth 
$100    million    and    you    need 


$5  5    million   to   pay  the   estate 
taxes.      Your  $2  million  combinec" 
exemptions  will  produce  $20  million 
you   need  to   produce  $35   millio 
more,  which,  at  average  age  60,  wil 
require  an  outlay  for  insurance  o'| 
approximately  $3.5  million.  Havinj 
ajready  used   up  your   $2    millio 
exemption,  you  will  have  to  pay  Gif 
tax  on  the  additional  $3.5  million 
of  about  $1.3  million. 

Now,  in  fairness,  the  one  pay 
ment  premium  of  $5.5  million  can 
not  be  considered  to  be  ar 
expense  as  it  produces  the  need 
ed  $55  million  return.  Would  yoL 
consider  $5.5  million  which  yoL 
put  into  some  investment  that 
yielded  a  ten  times  return  to  be 
an  expense?  Of  course  not.  The 
only  real  expense  is  the  $1.3  millior 
of  gift  taxes  which  is  much  bettei 
than  $55  million  of  estate  taxes. 

Yet,  even  the  extremely  minima 
cost  of  $1.3  million  is  not  the  net 
cost.  If  the  $1.3  million  remained  ir 
your  estate,  it  would  be  subject  tc 
the  same  55%  estate  taxes  that  wil 
be  levied  against  the  rest  of  youu 
assets  reducing  it  to  only  $600,000 
for  your  heirs.  The  choice  becomes: 
very  clear  in  this  light. 

At  older  ages,  the  returns  are  dif 
ferent  but  the  principle  remains' 
exactly  the  same.  At  average  age  7C. 
the  return  can  be  up  to  5-to-l;  at  80. 
it's  as  much  as  3-to-l.  So  even  at 
these  ages,  the  principles  work  ir 
the  same  way.  There  are  no  lega 
maneuvers  involved,  no  loopholes.|^(( 
shelters,  avoidances  or  tax  evasion. 
Just  plain,  simple  mathematics  cre- 
atively applied 

As  a  last  note,  if  you  don't  neec 
$20  million  to  pay  your  estate  taxes 
you  can  still  use  your  new  $2  millior 
combined  exemptions  to  buy  life 
insurance  and  increase  their  value 
many  times  over  to  create  a  legacy 


act 

ll'n 
pr't 


of  financial  security  for  the  ones  yoL 
love. 

Now  THAT'S  a  bottom  line  no  one 
can  argue  with. 


This  and  other  concepts  an 
detailed  in  Barry  Kaye's  newes 
book,  The  Investment  Alternativi 
available  in  book  stores  everywhert 
or  by  calling  1-800-DIE-RICH. 


ENTER  A  NEW  ERA  OF 
ESTATE  PLANNING 


Send  for  best-selling  author, 
Barry  Kaye's  revolutionary 
new  hook,  The  Investment 
Alternative.  Or  buy  both  the 
book  and  his  dynamic 
3-hour  video  and  attend  his 
informative  seminar  in  the 
privacy  of  your  own  home. 

SPECIAL 


3-hour  video  $100 


INTRODUCTORY 
OFFER 


$72.SO 


Book  and 

video 

a  $132  value 

please  add  S&H  $4.10  and  ST  where 

applicable.  MC  and  VISA  accepted. 


Revolutionary  new  book  $32.50 


Order  Barry  Kaye's  enlightening  new  book  now  and  discover  liow 
you  can  optimize  your  assets  or  eliminate  costly  estate  taxes 


-S  Attorneys  and  acccountants  can  help 
reduce  estate  taxes.  Only  life  insurance, 
the  alternative  to  any  investment,  can 
actually  pay  those  taxes.  And  increase 
your  assets.  At  effectively  no  cost  to  you! 

'^  I  Unparalleled  new  approach  could  have 
prevented  Jacqueline  Kennedy  Onassis' 
estate  planning  disaster. 
Revolutionary  new  methods  turn  miUions 
into  billions  for  Bill  Gates,  Oprah  Winfrey, 
Robert  Tisch,  Jack  Kent  Cooke,  Ross 
Perot  and  Jeffrey  Katzenberg.* 

So  simple,  it's  almost  unbelievable.  You 
buy.  You  die.  It  pays!  No  other  asset - 
no  investment-  can  do  that! 

I  Learn  about  the  first  $1  billion  policy 


r^ 


ever 


■  Increase  .your  $600,000  exemptions  up 
to  $363  million. 

■  Turn  a  monthly  $1,000  social  security 
check  into  $6  million. 

■  Turn  any  tax  into  an  asset. 

■  Find  out  why  not  to  use  the  12  legal 
cookie  cutter  programs,  including 
Family  Limited  Partnerships,  Qiaritable 
Remainder  and  Charitable  Lead  Trusts. 

■  Double  the  sale  price  of  your  business, 
real  estate  or  stock  portfolio. 

Barry  Kaye's  all  new  book.  The  Investment 
Alternative,  is  a  must  read  for  anyone  of 
modest  wealth.  For  those  who  have  built 
a  business.  And  especially  for  those  with 
estates  valued  from  $2  million  to  $100 
million,  or  more. 


If  you  would  like  immediate  personalized 
information  about  The  Investment  Alternative, 
call  now  and  request  a  free  consultation  with 
Barry  Kaye,  either  in  person  or  on  the  phone. 
And  be  sure  to  ask  for  a  free  copy  of  his  16- 
page  Import,  President  Clinton  Increased  Your 
$600,000  Gift  And  Estate  Tax  Exemption  To 
$1  Million  -  Bamj  Kaye  Can  Effectively  Increase 
It  Up  To  $20  Million.  All  Absolutely  Free! 

To  order  call 

(800)  343-7424 


Barry  Kaye  Associates® 
Wealth  Creation  Centers® 

America's  FiiremosI  Estate  Tox  Cost  Disc.mnl  Speciuliils 

1901  AVE.  OF  THE  STARS 'LOS  ANGELES,  CA  90067 
(310)277-9400  FAX  (310)  282-0775 


The  Investment  Alternative  is  available  in  fine  book  stores  everywhere 


ncli;  rmWichpH  infnrmaHn 


©  1997  The  Investment  Alternative 
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New  York 
Bal  Harbour 
Beverly  Hills 
Costa  Mesa 
Honol ul u 
Vancouver 
Chicaoo  opening 
Fan  '97 
(888)  88ZEGNA 

BARNEYS  NEW  YORK 

8ERG00RF  GOODMAN 

BOYDS 

LARRIMORS 

LOUIS  BOSTON 

MCINERNY 

MITCHELLS 

NEIMAN  MARCUS 

M. PENNER 

POCKETS 

RICHARDS 

HARRY  ROSEN  TORONTO 

RUBENSTEIN  BROS. 

SAKS  FIFTH  AVENUE 

ULTIMO 

WILKES  BASHFORD 
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The  average  net  worth  of 
The  Forbes  Four  Hundred  is  $1.6  billion. 


Kirk  Kerkorian 

$3.7  billion 

Investments.  Las  Vegas.  80 
Twice  divorced.  2  children 
After  buxing  MGM  3  times 
and  selling  mice,  selling  again 
likely  by  end  of  year.  Ker- 
korian strengthened  MGM, 
dependent  on  Bond  films, 
with  S570  million  snag  of 
Orion  Pictures,  other  enter- 
tainment assets  from  John 
Kluge  (see).  Junior  high  drop- 
out, amateur  lightxveight  box- 
er, trained  U.S.  fighter  pilots, 
ILAJF,  WWII,  .\ftcr  uar,  nirncd 
surplus  Air  Force  planes  into 
charter  airline;  sold  for  SI 04 
million  profit  1966.  First  take- 
over: $82  million  for  40% 
MGM  1969.  Added  United 
Artists  1981;  sold  combined 


companies  to  Ted  Turner  for 
SI. 5  billion  1986.  Cash- 
strapped  Turner  sold  most 
assets  back  5  months  later  for 
S480  million.  Kirk  resold  to 
Pathe  for  over  $1.3  billion 
1990.  MGM  sued  for  $750 
million;  Kerkorian  counter- 
sued;  won.  With  Lee  lacocca 
launched  proxy  fight  1994  for 
control  of  Chr\'sler.  Failed,  but 
still  owns  13%.  Also  majority 
owner  MGM  Grand.  Last  time 
drew  salary:  $35,000  in  1966. 
Member  since  1982. 

George  Soros 

$3.5  billion 

Money  manager.  London;  NYC.  67 
Divorced,  remarried;  5  children 
Brilliant  speculator  with  intel- 
lectual  pretensions.    Penned 


rambling,  incoherent  Atlantic 
Monthly  article  criticizing 
unfettered  capitalism,  spent 
freely  to  help  return  ex-com- 
munists to  power  in  Eastern 
Europe.  His  foundations  also 
lavish  money  to  promote  pet 
issues  in  the  U.S.  Frank  about 
his  ambitions:  "It  is  a  sort  of 
disease  when  you  consider 
yourself  some  kind  of  god,  the 
creator  of  everything,  but  I 
feel  comfortable  about  it  now 
since  I  began  to  live  it  out." 
Hungarian-born,  now  U.S. 
citizen.  As  boy  hid  from  Nazis 
in  family  attic.  London  School 
of  Economics;  Wail  Street 
1956.  Started  Quantum  Fund 
1969:  "broke"  British  pound, 
forcing  U.K.  out  of  European 
exchange  rate  mechanism 
1992;  made  $1  billion.  Fund 


H.  Ross  Perot 

The  Texas  windbag  has  put  politics  on  hold  to  take  his  Perot  Systems  Corp.  public  next  year. 


mostly  run  by  Stanley  Druck- 
enmiller  since  1989.  "I  be- 
came the  coach,  he  became  the 
competitor"  Member  since  1986. 

Abigail  Johnson 

$3.4  billion 

Fidelity  Investments.  Boston.  35 

Married,  1  daughter 

Edward  Crosby 
Johnson  III 

$1.7  billion 

Fidelity  Investments.  Boston.  67 
Married,  3  children 
Father  and  daughter.  Despite 
much  publicity  about  its  prob- 
lems. Fidelity  remains  the  800- 
pound  gorilla  of  money  man- 
agement, with  $590  billion 
under  management.  FxJwarcJ's 
(Ned's)  father,  Edward  11, 
lawyer,  acquired  failing  Fideli- 
ty Management  C]orp.  1946; 
built  into  leading  mutual  fijnd 
manager.  Ned:  CEO  1972, 
master  marketer;  created  mu- 
tual ftind  for  every  investment 
strategy.  Recently  tapped  in- 
house  lawyer  Robert  Pozen  to 
head  core  fund  group.  Now 
offers  over  3,300  funds  man- 
aged by  competitors.  Ned 
owns  12%  of  the  stock.  Abigail 
heads  equity  ftinds  group,  has 
24.5%  of  voting  stock.  Ned  a 
member  since  1985;  Abigail 
since  1995. 

Forrest  Edward 
Mars  Sr. 

$3,3  billion 
Candy.  Miami.  93 
Widowed,  3  children 

Forrest  Edward 
Mars  Jr. 

$3.3  billion 

Candy.  McLean,  Va.  66 

Married,  4  daughters 
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112  members  have  inherited  their  fortunes. 


John  Franklyn 
Mars 

$3.3  billion 

Candy.  Arlington,  Va.  61 

Married,  2  children 

Jacqueline  Mars 
Vogel 

$3,3  billion 

Candy.  Bedminster,  N.J.  58 

Twice  divorced,  3  children 


Father,  2  sons  and  daughter, 
supersecretive  candy  giant  Mars, 
Inc.  Company  started  1911  by 
Forrest  Sr.'s  parents,  Frank  and 
Ethel;  struck  it  rich  with  malt- 
flavored  Milky  Way  bar  1923. 
Added  Snickers,  Three  Muske- 
teers, MScMs.  Diversified  into 
pet  food  (Whiskas,  Kal-Kan), 
prepared  food  (Uncle  Ben's 
Rice).  The  4  share  in  company 
worth  more  than  $13  billion, 
now  run  by  Forrest  Jr.  and  John. 


\. 
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Kirk  Kerkonan 

The  eternal  dealmaker  is  trying  to  open  a  casino  in  Detroit. 


Henry  Ross  Perot 

$3.3  billion 

Computer  services,  real -estate. 
Dallas.  67 

Married;  4  daughters,  1  son 
Waning  political  sway,  but 
business  mind  fully  intact. 
Second  computer  services 
startup,  Perot  Systems  Corp., 
making  numerous  acquisitions 
in  preparation  for  a  possible 
1998  IPO;  family  trust  owns 
neatly  30%.  With  son,  Ross  Jr., 
38,  owns  hot  little  real  estate 
development  in  Texas: 
Alliance,  8,300-acre  Dallas 
industrial  spread  with  cargo- 
only  airport.  West  Coast-linked 
railroad.  Intel  started  building 
$1.3  billion  chip  plant  this 
year.  Land  originally  bought 
for  about  $5,000/acre  now 
sells  for  up  to  $220,000.  Son 
of  Texas  horse  trader.  Eagle 
Scout,  Annapolis  graduate,  left 
Navy  to  cut  teeth  at  IBM. 
Founded  own  data  processing 
company.  Electronic  Data  Sys- 
tems, 1962.  Sold  EDS  to  GM 
for  $1  bilHon  cash  plus  stock 
1984.  General  Motors  bought 
out  meddlesome  board 
member  for  $700  million 
1986.  Two-time  presidential 
candidate's  latest  political 
torch:  Gulf  war  syndrome. 
Personally  financed  study  of  ill- 
ness; corroborated  by  GAO- 
issued  report  confirming 
study's  findings  this  spring. 
Member  since  1982. 

John  Richard 
Simplot 

$3.2  billion 
Potatoes,  microchips. 
Boise,  Idaho.  88 
Divorced,  remarried;  4  children 
(1  deceased) 

"Mr.  Spud's"  company  pro- 
duces 2  billion  pounds  of 
tubers  a  year,  including  about 


half  of  McDonald's  fiies,  but  is 
getting  hit  by  Canadian  com- 
petitors who  have  Nafi:a,  good 
exchange  rates  on  their  side. 
Simplot  closing  portions  of 
plants,  laying  off  workers. 
Junior  high  dropout,  left 
home  eighth  grade.  Raised 
hogs,  sorted  potatoes,  saved 
up  for  first  potato  field.  Mil- 
lionaire by  30.  Company  sci- 
entist developed  freezing 
process  1950s.  Fortune  made 
when  Simplot  convinced 
McDonald's  to  go  with  his 
french  fiies.  Seed-money  man 
to  Micron  Technology;  shares 
now  worth  $1.4  billion.  Big 
stakes  Asarco,  Box  Energy, 
Commonwealth  Industries. 
Also  fertilizer,  agriculture:  real- 
ized he  could  feed  potato 
scraps  to  cattle.  "I  love  Ameri- 
ca. We've  got  the  only  system 
that  works — it  keeps  everyone 
hustling."  First  appeared  on 
Ust  1982. 

Martha  Robinson 
Rivers  Ingram 

$3.2  billion 

Inheritance,  distribution. 
Nashville.  62 

Widowed;  3  sons,  1  daughter 
Grande  dame  of  Nashville, 
now  in  charge  of  distribution 
juggernaut  built  by  husband, 
Bronson  Ingram  (d.  1995). 
Split  empire  into  3  entities  to 
accommodate  sons:  David,  34, 
runs  video  wholesaler  Ingram 
Entertainment;  John,  36,  book 
businesses;  Orrin,  37,  barges. 
Martha  replaced  leadership  of 
largest  operation,  $8.6  billion 
(sales)  computer  distributor 
Ingram  Micro,  before  1996 
IPO;  family's  stake  now  worth 
about  $2.4  billion.  Everything 
else  privately  held.  Vassar  grad; 
became  first  woman  member 
of  Nashville  Chamber  of  Com- 
merce  1975.   Sits  on  many 
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boards;  current  chair  of 
Ingram  Industries.  Wealthiest 
businesswoman  in  U.S. 
Member  since  1995. 

Jon  Meade 
Huntsman 

$3  billion 

Petrochemicals.  Salt  Lake  City.  60 
Married:  9  children. 
34  grandchildren 

Still  on  the  acquisition  trail: 
after  more  than  a  year  of  his 
pursuing  Rexene,  the  petro- 
chemical and  plastics  maker 
finally  agreed  to  Huntsman's 
S600  million  offer  in  June, 
capping  an  18-month  $1.5  bil- 
lion bu\ing  spree  of  5  compa- 
nies. Still  looking  for  more. 
Wharton  undergrad;  got  USC 
M.B.A.,  converted  stint  run- 
ning inlaw's  egg  processing 
business  into  polystyrene  egg- 
canon  joint  venmre  with  Dow 
Chemical  1965.  Decided  to  go 
it  alone.  Mortgaged  home  to 
found  business  with  brother 
1970.  Nearly  went  bust;  recov- 
ered, sold  out.  Started  over 
with  Huntsman  Chemical 
1982.  Used  debt  to  hicl  acqui- 
sition-driven growth  ever 
since.  Today  over  $7  billion  in 
assets.  Devout  Mormon,  big 
charitable  donor:  cancer 
research,  Armenia,  Catholic 
charities.  Member  since  1989. 

Henry  Lea  Hillman 

$3  billion 

Industrialist,  venture  capital. 
Pittsburgh.  78 
Married,  4  children 
.Early  investor  in  Silicon  Valley 
1970s,  now  enjoying  market 
demand  for  tech  companies.  Big 
shift  from  inheritance — Pitts- 
burgh Coke  &  Chemical,  Texas 
Gas  Transmission — handed  over 
at  father's  death  1959.  "When 
times  change,  you  have  to 
change."  Backed  leveraged 
buyout  shops  like  Kohlberg 
Kravis  Roberts;  LBO'd  Exide 
Corp.  1989.  Wife,  Elsie,  a  lead- 
ing Republican.  Henry  owns 
80%  of  empire;  stepbrothers, 


The  ''hat"  of  the  South 


Robert  Edward  (Ted)  Turner 

$3.5  billion 

Time  Warner  Cable.  Roswell,  Ga.  58 
Twice  divorced,  remarried; 
5  children 

Often  puts  foot  in  his  motormouth. 
Recently,  said  to  have  suggested  dump- 
ing "Star-Spangled  Banner"  as  national 
anthem.  Why?  It's  warlike.  Gets  pretty 
violent  himself,  calling  rival  media  mag- 
nate Rupert  Murdoch  "Hitler."  Loves 
to  chastise  fellow  billionaires  for  lack  of 
charity,  but  own  benefactions  grossly 


exaggerated.  Recent  $1  billion  pledge 
to  U.N.  conditional,  dragged  out  over 
ten  years.  Got  start  at  dad's  ailing  bill- 
board business;  turned  it  into  cable 
giant  Turner  Broadcasting,  launched 
CNN,  first-ever  24-hour  news  channel. 
Sold  CNN  to  Time  Warner  for  $9  bil- 
lion, giving  him  virtual  control  of  the 
debt-ridden  entertainment  colossus. 
Oversees  Atlanta's  Braves  (baseball), 
Hawks  (basketball);  both  moneylosers. 
Owns  12,000  head  of  bison,  largest 
herd  in  the  U.S.  Married  to  ex-actress 
Jane  Fonda.  Member  since  1982. 
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Submarine  Propulsion 
Airborne  Countermeasures 


Combat  Radars 


Precision  Sensors 


Aircraft  Integration 


Missiie  Launch  Systems 


Aerostructures 


image  Recognition  Systems 
Electronics  Integration 


Surveillance  Radars 


Airspace  Management 


Unmanned  Systems 


Weapons  Integration 
Information  Technology 
Radar  jamming  Systems 


Air-to-Ground  Surveillance 


Integrated  Logistics  Support 


The  F-15E  is  here. 


The  right  technologies.  Right  now. 


Mine  Detection  Systems 


Electronic  Warfare 


Stealth  Technology 


Infrared  Countermeasures 


Our  electronic  countermeasures 

systems  protect  the  AV-8B,  B-l  8-52, 
^—     C-130.  EH-60A,  F-?5,  F-76,  F/AlS.  MH-47E, 
MH-531.  MH-60K.  SR-71  A-iO  and  F-ll 
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Bill  Gates  increased  his  wealth  the  most  last  year: 

$21.3  billion. 


Howard  and  Tatnall,  own  rest. 
Member  since  1982. 

Edgar  Miles 
Bronfman  Sr. 

$3  billion 

The  Seagram  Co.  Ltd. 

New  York  City.  68 

Married  (4  marriages,  3  wives); 

7  childrert 

Having  bowed  out  of  day- to- 


day control  of  Joseph  E.  Sea- 
gram &  Sons,  Bronfman  took 
on  leading  role  in  efforts  to 
exact  reparations  from  Swiss 
for  money  lost  during  Holo- 
caust. Father,  Sam,  left  Russia 
1899,  founded  Distillers  Corp. 
in  Montreal  1924.  Acquired 
Joseph  E.  Seagram  &  Sons, 
made  millions  in  whiskey 
along  the  U.S. -Canadian 
border   during   Prohibition. 


Sam  died  in  1971,  left  Edgar 
with  American  side  of  busi- 
ness. Added  marquee  names 
to  Seagram  lineup:  Chivas 
Regal,  Absolut  Vodka,  Tropi- 
cana.  Passed  reins  to  son 
Edgar  Jr.,  42,  who  steered 
company  into  Hollywood  with 
80%  purchase  of  MCA— with 
poor  results.  Eldest  son,  Sam, 
44,  president  of  Seagram  Clas- 
sics Wines.  Son  Matthew,  38, 


Forrest  Mars  Sr. 
How  secretive?  His 
sweetshop,  Mars,  Inc., 
is  called  the  Kremlin 
of  the  candy  business. 
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cofounded  Perfumes  Isabel). 
Edgar  Sr.  still  Seagram  chair- 
man; president  of  World 
Jewish  Congress.  Recently 
published  autobiography,  TTje 
Makin£[  of  a  Jew.  Member 
since  1983. 

Theodore  W.  Waitt 

$3  billion 
Gateway  2000. 
North  Sioux  City,  S.D.  34 
Married,  4  children 
Gateway  2000  founder's 
wealth  nearly  doubled  in  past 
year.  Original  $10,000  invest- 
ment up  300,000%.  Like  many 
of  his  digital  contemporaries, 
left  coOege  early  (one  semester 
short  of  his  degree),  started 
mail-order  PC  business  out  of 
barn.  Company's  Holstein- 
spotted  boxes  are  tribute  to 
Sioux  Cixy  origin.  Brother 
Norman  joined  with  $5,000 
investment,  later  left.  Went 
public  1993.  Longtime  stand- 
out for  "turning  blind  eye  to 
Silicon  Valley."  But  joined  Cal- 
ifornia cohorts  this  year  with 
$200  million  acquisition  of 
Irvine,  Calif -based  Advanced 
Logic  Research,  manufacturer 
of  network  servers.  Addition 
rounds  out  company's  product 
line:  desktops,  portables,  con- 
vergence systems  for  PC-driven 
tele\ision.  Expanded  at  home, 
too:  uxins  born  last  November 
Member  since  1994. 

Lee  Marshall  Bass 

$2.9  billion 

Oil,  investments.  Fort  Worth.  41 

Married 

Sid  Richardson 
Bass 

$2.5  billion 

Oil,  investments.  Fort  Worth.  54 

Divorced,  remarried;  2  children 
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^e  can  go  home  with 

any  brand  of 

aundry  detergent  he  wants. 

So  why  would 

he  stay 

with  yours? 


DIRECT   MAIL   DELIVERS- 


Everybody  wants  him.  He's  a  loyal  customer,  and  he 
and  millions  like  him  are  the  object  of  marketers'  desires. 
But  it's  not  enough  to  get  him,  you  have  to  keep  him. 

How?  By  using  Direct  Mail.  It's  a  medium  that  builds 
deep  brand  loyalties.  Direct  Mail  enables  you  to  reach 
your  prospects  with  the  very 
relevant,  very  individualized 
benefits  of  your  brand.  It  lets  you  tell  your  whole  story, 
so  you  can  differentiate  your  brand  from  the  others. 

Your  customers  will  get  to  know  you.  You'll  learn  how 
to  respond  to  their  needs  and  give  them  what  they  want.  And 
you'll  keep  them  coming  back  for  more — possibly  for  life. 

For  a  free  kit  on  how  Direct  Mail  can  help  build  business, 

call  1-800-THE-USPS,  ext.  2044.  ^=gy  UNITED  STATES 

^  POSTAL  SERVICE 

TG  M.  O  1997  Uiiilcd  Sutcs  Postal  Service. 


v\ 


The  Giant  Monocoque  Composite  iWCR  racing 
bicycle  weighs  only  19  pounds,  yet  its 
aerodynamic  frame  has  the  rigidity  of  a 
mountain  bike. 


»« 


From  high-tech  bicycles  to  air 
conditioners,  semiconductors  to 
laptops,  Taiwan  is  expanding  its 
unique  advantage  of  Innovalue. 
That's  the  added  value  Taiwan 
manufacturers  give  their  products 
through  brilhant  innovations. 


Many  Innovalue  products 
also  winners  of  Taiwan's  presti; 
Symbol  of  Excellence,  likelm; 
remarkable  briefcase  sate 
telephone  from  MTI  or  the  i  ooi 
high  resolution  monitor  reci|tir( 
introduced  by  Viewsonic. 


Taiwan  Innovalue: 
Creating  a  racing  bike  wild  horses 

couldn't  catch. 


;:day.  Innovalue  is  making 
a  wan  the  place  to  source,  design 
;el  manufacture.  It's  a  difference 

I'll  find  in  many  product  areas. 

ou're  interested,  reach  us  by  fax 
.(  hrough  the  Internet. 
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Stanley  Hubbard  lost  the  most  money 
last  year:  $910  million. 


Perry  Richardson 
Bass 

$1.2  billion 

Oil,  investments.  Fort  Worth.  82 

Married,  4  sons 

Edward  Perry  Bass 

$1  billion 

Oil,  investments.  Fort  Worth.  52 
Married 

Father,  3  sons.  Perry,  nephew 
of  oil  tycoon  Sid  Richardson  (d. 
1951 ),  inherited  part  of  empire, 
expanded;  ceded  control  to 
eldest  son,  Sid,  1968.  Third  of 
four  sons,  Robert  (see)^  felt 
overshadowed  by  Sid,  split  with 
clan  1983;  since  dien  investing 
alone.  Sid  partnered  with 
brother  Lee,  Stanford  classmate 
Richard  Rainwater  (see)  1970; 
took  out  large  stakes  in  blue 


chips:  Texaco,  Disney,  RJR 
Nabisco.  Bass  Management 
Trust  (BMT)  still  owns  nearly 
5%  Disney,  worth  $2.5  billion. 
(Sid  lost  1.38  million  Disney 
shares  in  divorce  from  wife, 
Anne  Bass.)  Other  holdings 
have  included:  Colum- 
bia/HCA, La  Quinta  Inns,  Bell 
Atlantic.  Also  large  stakes  in 
Sotheby's,  Blount  Internation- 
al. Attempted  $1  billion  hostile 
takeover  of  Fisher  Scientific 
failed.  Ed  and  Lee  recently  jet- 
tisoned controversial  southern 
California  real  estate  and  water 
rights  holding  for  about  S250 
million  in  U.S.  Filter  stock. 
Edward  peripherally  involved; 
participates  in  some  deals.  Yale 
architecture  school,  urban-plan- 
ning bulf:  spearheading  famih 
patronage  of  Sundance  Square, 
41-cit>'-block  development  in 


downtown  Fort  Worth.  Also 
spent  $150  million  on  Bio- 
sphere 2,  flawed  3.5-acre  self- 
contained  ecosystem  in  Ari- 
zona. Edward,  member  since 
1983.  Sid,  Lee  and  Perry, 
members  since  1982. 

Samuel  Curtis 
Johnson 

$2.8  billion 

S.C.  Johnson  &  Son.  Racine,  Wis.  69 
Married,  4  children 
Great-grandson  of  parquet 
flooring  salesman  who  found- 
ed wax  company  1886  on  back 
of  Johnson's  Wax.  Now 
fourth-generation  tamily  busi- 
ness. Sam  encouraged  nonwax 
items  (Raid,  Glade,  Edge), 
now  among  company's  most 
profitable  lines.  Later  added 
Windex,  Vanish,  Drano.  Very 


Edward  Johnson  III 
Attempting  to  wake  sleeping 
giant  Fidelity,  CEO  Ned  shuf- 
fled his  top  management. 


private  about  profitability,  but 
took  sideline  company  John- 
son Worldwide  Associates 
(outdoor  recreation  equip- 
ment) public  1987.  Also  ma- 
jority interest  Johnson  Inter- 
national (bank  holding 
company,  $110  million  book 
value).  Sam's  4  children  active 
in  S.C.  Johnson  &  Son.  Enjoys 
nature  photography;  controls 
60%  of  company.  Member 
since  1982. 

Mary  Alice 
(Dorrance)  Malone 

$2.8  billion 

Campbell  Soup.  Coatesville,  Pa.  47 

Married;  2  children,  2  stepchildren 

Bennett  Dorrance 

$2.6  billion 
Campbell  Soup. 
Paradise  Valley,  Ariz.  50 
Married,  2  children 
Siblings,  grandchildren  of 
John  T.  Dorrance,  chemist 
who  invented  process  for 
making  condensed  soup  in  a 
can.  Their  father.  Jack,  inherit- 
ed $20,000-per-month  al- 
lowance, drinking  problem; 
chairman  1962  but  no  day-to- 
day responsibilities.  Kids 
moved  to  Switzerland  with 
mother,  Mary  Alice  Bennett, 
after  1963  divorce.  Bennett, 
Arizona  real  estate  developer; 
Mary  Alice,  horse  breeder. 
Eldest  brother,  John  III,  53, 
gave  up  U.S.  citizenship  for 
Irish  1994  to  protest  high  U.S. 
taxes.  Sold  9  million  shares  last 
year;  seventh-biggest  trade  in 
history  of  stock  exchange. 
Members  since  1989. 
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Blockbusted? 


Sumner  Murray  Redstone 

$3.1  billion 

Viacom  Inc.  Newton  Centre,  Mass.  74 
Married.  2  children 

Viacom  stock  missed  current  bull  market  as  losses 
mount  at  Blockbuster  video  unit  and  critics  blame  Red- 
stone's micromanagement  as  source  for  Viacom's  woes. 
Two  key  executives  recently  let  go,  Frank  Biondi  and 
Geraldine  Laybourne,  now  gunning  for  him  at  enter- 
tainment rivals  Seagram  and  Disney.  A  world-class  litiga- 
tor, Redstone  currently  locked  in  protracted  breach-of- 
contract  suit  against  Seagram  over  USA  cable  network 
partnership.  Sumner  joined  father's  drive-in  theater 
business  1954,  built  into  National  Amusements;  today 
operates  more  than  1,100  theaters  worldwide.  Reaped 
big  gains  1980s  as  investor  in  Twentieth  Century  Fox, 
Columbia  Pictures,  MGM/UA.  Acquired  Viacom  in 
$3.2  billion  LBO  1987.  Battled  with  John  Kluge  (see)  ' 
for  Orion  Pictures  1988.  Luckily  lost:  Viacom  took  $18 
million  profit,  Orion  went  bankrupt.  Bought  Para- 
mount Pictures  for  $10  billion,  Blockbuster  Entertain- 
ment Corp.  for  $8.4  billion.  Brilliant  dealmaker,  but  can 
he  run  a  giant  media  company?  Jury's  still  out.  Member 
since  1982. 


Micky  Arisen 
and  family 

$2.7  billion 
Carnival  Cruise  Lines. 


P   Bal  Harbor,  Fla.  48 


Married,  2  children 
Son  of  Carnival  founder  Ted 
Arison,  tried  to  buy  Celebrity 
Cruise  Lines  for  $1.3  billion  in 
June.  Deal  sank,  but  Carnival 
still  sailing  strong:  recently 
launched  3,400-passenger 
Carnival  Destiny,  the  world's 
largest  liner.  Father  Ted 
founded  Carnival  in  1972 
with  mortgaged  ship.  Micky 
took  over  3-ship  fleet  1979. 
Today:  33  luxury  liners,  1996 
sales  over  $2.2  billion.  Carni- 
val boats  known  as  floating 
Magic  Kingdoms  for  adults, 
pegged  to  middle-class  tastes 
and  wallets.  Merger  of  Carni- 
val Air  Lines  and  Pan  Am  will 
leave  Micky  42%  owner  of  new 
Pan  Am,  but  he  recendy  gave 
up  control  of  Carnival  by  con- 
verting supervoting  stock  into 
salable  common  shares.  Man- 
aging director  basketball's 
Miami  Heat,  contributing 
$165  million  toward  planned 
new  arena.  Member  since 
1995. 

William  Wrigley 

$2.6  billion 

Chewing  gum.  Chicago; 
Lake  Geneva,  Wis.  64 
Twice  divorced,  remarried; 
3  children 

William  Wrigley  Jr.  came  to 
Chicago  to  run  father's  soap 
business  1891.  Offered  baking 
powder  as  incentive  to  buy 
soap,  big  hit;  switched  to 
baking  powder  business.  Gave 
away  chewing  gum  as  premi- 
um for  baking  powder,  bigger 
hit.  Introduced  Wrigley's 
Spearmint  Gum  1893.  By 
1910,  America's  favorite. 
Aggressive  advertiser:  mailed 
gum  to  every  American  in 
phone  book  1915.  Today, 
third-generation  William  runs 
world's  largest  chewing  gum 
producer  (Juicy  Fruit,  Dou- 


blemint,  Freedent),  sold  in 
more  than  140  countries. 
Member  since  1986. 

James  Goodnight 

$2.6  billion 

Software.  Cary,  N.C.  54 
Married,  3  children 

John  Sail 

$1.3  billion 

Software.  Cary,  N.C.  49 
Married,  4  children 
Partners.  Their  SAS  Institute 
the  country's  largest  private 
software  company,  with  over 
$650  million  in  revenue. 
Company  pays  subpar  wages, 
offers  extraordinary  benefits: 
full-time  doctors,  cheap  land 
for  housing,  day  care  center. 
Built  company  around  statisti- 
cal software  program  that  does 
data  mining.  Now  testing  out 
educational  tides.  Built-in  test 
market:  Goodnight-financed 
private  high  school  opens  this 
year.  Sail  owns  one-third  of 
company,  runs  a  software  divi- 
sion. Goodnight  owns  the  rest, 
still  spends  mornings  pro- 
gramming code.  Also  spent 
$22  million  for  70%  ownership 
of  Sam  ZcU's  (see)  flailing 
regional  airline,  Midway  Ar- 
lines.  Members  since  1996. 

Jay  Van  Andel 

$2.6  billion 

Amway  Corp.  Ada,  Mich.  73 

Married,  4  children 

Richard  Marvin 
DeVos 

$2.4  billion 

Amway  Corp.  Ada,  Mich.  71 
Married,  4  children 
"Amway  is  more  than  just  a 
company;  it's  a  movement  to 
help  people  help  themselves." 
Van  Andel  and  DeVos  have 
moved  Amway  far  beyond 
small  town  origins.  High 
school  buddies,  they  started 
drive-in  restaurant  after 
WWII,    then    joined    small 
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Sunonwealth's  revolutionary  brushless 
cooling  fans  offer  40%  higher  air  flow, 


and  laptop  cotnput 


^SUNON. 
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From  life-preserving  fans  to  machine 
tools,  monitors  to  sports  gear,  Taiwan 
is  expanding  its  unique  advantage  of 
Innovalue.  That's  the  added  value 
Taiwan  manufacturers  give  their 
products  tlirough  brilliant  innovations. 


Many  Innovalue  products  are  lay 
winners  of  Taiwan's  prestig  »an 
Symbol  of  Excellence,  like  the  la 
dual  Pentium  motherboard  en  I'Uf 
by  ASUSTeK  or  the  high  resol  our 
sealed  optical  scanner  from  UN  liroi 


Taiwan  Innovalue: 
Helping  your  PC  keep  its  cool. 
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lay,  Innovalue  is  making 
^an  the  place  to  source,  design 
manufacture.  It's  a  difference 
'11  find  in  many  product  areas. 
Iijou're  interested,  reach  us  by  fax 
hrough  the  Internet. 
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Fax :  886-2-723-54!^/    E-Mail :  mitnews@cetra.org.tw    http  :  //innovalue.cetra.org.tw 
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220  members  of  The  Four  Hundred 

are  self-made. 


Sid-  Bass  with  famous  rodent 

The  Bass  clan  still  owns  over  $2.5  billion  of  Disney  stock. 


direct-sales  firm  Nutrilite. 
Decade  later,  struck  out  on 
own.  First  product:  LOC, 
biodegradable  soap.  Amvvay 
now  one  o*^  world's  largest 
direct-sales  operations,  with 
estimated  sales  at  retail  of  S6.8 
billion:  Army  of  2.5  million 
distributors  in  80  countries 
and  territories.  Company  ral- 
lies resemble  religious  revivals. 
Took  Japanese  division 
public;  big  stock  market  suc- 
cess. Major  contributors  to 
Republican  Part)-.  DeVos'  son 
Dick,  41,  Amway  president; 
daughter  Betsy  DeVos'  hus- 
band is  Michigan  state  GOP 
chair.  Van  Andcl's  son  Steve, 


also  41,  current  Amway  chair- 
man. First  appeared  on  list 
1982. 

Marvin  Harold 
Davis 

$2.6  billion 

Oil,  real  estate.  Beverly  Hills.  72 
Married,  5  children 
Perennial  tire  kicker  finally 
found  deal  he  liked:  joint  ven- 
ture with  ITT  to  overhaul  the 
Desert  Inn  casino  in  Las 
Vegas.  Davis  to  put  up  SI 50 
million  for  50%,  but  with 
^aveat:  wants  control  should 
Hilton's  hostile  bid  for  ITT 
succeed.  His  gaming  division 


proceeding  with  $75  million 
casino  expansion  on  Pt)ta- 
watomi  Indian  Reservation  in 
Wisconsin.  Originally  dubbed 
Mr.  Wildcatter,  made  first  for- 
tune off  Rocky  Mountain  oil 
and  gas  drilling;  sold  most  oil 
operations  1981,  but  still 
drilling.  Diversified  into  real 
estate,  Hollpvood.  Bought, 
sold  Twentieth  Century  Fox 
1981;  also  Aspen  Ski  Co., 
Pebble  Beach  resort,  Beverly 
Hill:  Hotel.  Lost  on  last  year's 
efforts  to  take  over  Mesa  Inc., 
condom  manufacturer  Carter- 
Wallace.  Member  since  1982. 

Donald  Leroy  Bren 

$2.5  billion 
Real  estate. 

Newport  Beach,  Calif.  65 
Twice  divorced,  4  children 
With  Orange  County's  econo- 
my recovering,  Bren's  once- 
shak)'  real  estate  portfolio  firm- 
ing up.  Emboldened,  now 
venturing  outside  of  Irvine, 
scooping  up  office  and  indus- 
trial space  in  Silicon  Valley,  San 
Diego.  Firstborn  son  of  Holly- 
wood producer  and  real  estate 
developer  Milton  Bren;  stepson 
of  actress  Claire  Trevor.  Built 
first  house  with  SI 0,000  loan 
1958  (later  sold  to  actress  Jane 
Wyman).  With  Al  Taubman, 
Max  Fisher,  Herb  Allen  (see  all) 
bought  Irvine  Ranch,  largest 
master-planned  urban  en\iron- 
ment  in  U.S.  Group  paid  S337 
million  1977;  Bren  bought  out 
most  partners  tor  S518  million 
1983.  Now  covers  90  square 
miles  Orange  Count)'.  Bren 
became  100%  owner  last  year. 
Member  since  1982. 

Peter  M.  Nicholas 

$2.5  billion 

Medical  devices.  Boston.  56 

Married,  3  children 


John  E.  Abele 

$2.4  billion 
Medical  devices.  Boston  area.  60 
Married,  3  children 
Partners.  Medical  device 
maker  Boston  Scientific 
cashed  in  on  trend  for  less 
invasive  medical  procedures, 
but  profits  appear  to  be  soft- 
ening. Partners  met  at  soccer 
game,  cofounded  BS  in  1979. 
Abele:  "[Nicholas]  is  more 
interested  in  the  deal  and  the 
structure.  I'm  more  interest- 
ed in  the  vision."  First  prod- 
uct: catheters.  Abele's  wife, 
a  descendant  of  American 
saint  Elizabeth  Ann  Seton. 
Nicholas  married  to  Ruth  Vir- 
ginia Lilly,  great-great-grand- 
daughter of  pharmaceutical 
mogul  Eli  Lilly  (see  family). 
Recendy  donated  $20  million 
to  the  School  of  the  Environ- 
ment at  Duke  University. 
Members  since  1994. 

Lester  Crown 

$2.5  billion 

Conglomerateur.  Wilmette,  III.  72 
Married,  7  children 
Son  of  Henry  Crown  (d. 
1990),  renowned  Chicago 
financier  who  merged  build- 
ing-supply firm  Material  Ser- 
vice Corp.  with  General 
Dynamics  1959.  Sold  stock 
after  dispute  with  GD  man- 
agement 1966.  Waited  for  GD 
stock  to  drop,  bought,  booted 
management  1970;  turned 
company  around.  Family  still 
holds  nearly  7  million  shares. 
Lester  worked  in  stone  quarry 
as  youdi;  Harvard  M.B.A.;  ran 
Material  Service  as  division  of 
General  Dynamics.  Oversees 
family  fortune  shared  by  more 
than  50  beneficiaries.  Holds 
stakes  in  1996  sports  champs 
New  York  Yankees,  Chicago 
Bulls.  Member  since  1982. 
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Lasting  success  rarely  comes  without  careful  plan- 
ning and  constant  revision  of  operational  proce- 
dures and  strategies  to  keep  a  successful  enterprise 
on  track.  The  Republic  of  China  remains  dedicated 
to  building  upon  Taiwan's  remarkable  economic  and 
pohtical  achievements  of  recent  decades,  to  assure 
national  survival  and  sustainable  growth  well  into  the 
21st  century.  This  will  surely  require  constant  mid-course 
revisions  of  the  legal  infrastructure  and  national  development 
objectives  along  the  way  to  ensure  that  growth  leads  to  continued  stabil- 
ity and  greater  prosperity  for  Taiwan  and  the  entire  Asia-Pacific  region. 
As  the  new  century  draws  near,  exciting  changes  in  the  economic  and 
political  landscape  of  Taiwan  hold  promise  of  even  more  astonishing  suc- 
cesses in  the  years  to  come.  The  government  and  private  sector  are 
increasingly  working  hand  in  hand  to  realize  the  Asia-Pacific  Regional 
Operations  Center  plan  to  transform  Taiwan  into  a  hub  of  activity  for  the 
Asia-Pacific  region  and  a  solid  partner  for  assuring  regional  stability  and 
progress.  Enabling  the  private  sector  to  play  an  increasingly  important 
role  in  this  endeavor  requires  review  and  revision  of  many  existing  laws 
and  regulations.  As  these  changes  take  place,  Taiwan  is  certain  to 
become  an  even  more  attractive  place  for  transnational  businesses  to 
grow  market  share  through  investment  and  on-site  operation. 


Nh-  UN  NG    HE  FUTURF 


Sustainable  economic  development  over  the  long-term  also  requires  a 
healthy  democratic  political  climate,  where  the  political  views  of  a  plural- 
istic society  can  be  freely  aired  and  national  consensus  reached.  A  fourth 
round  of  constitutional  revision  just  completed  reflects  close  cooperation 
between  ruling  and  opposition  political  parties.  It  has  provided  the  prop- 
er checks  and  balances  to  ensure  that  the  executive  and  legislative 
branches  of  the  government  can  work  productively  to  forge  the  requisite 
national  policies  needed  for  the  new  century.  The  provincial  government 
has  also  been  streamlined  to  pare  the  number  of  administrative  layers 
managing  Taiwan's  future.  We  are  confident  that  such  efforts  have  set  the 
stage  for  Taiwan's  economic  and  political  successes  of  the  next  century. 
With  a  little  fine-tuning,  a  bright  future  will  become  even  brighter. 


Lee  Teng-hui 
President 
Republic  of  China 
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SPECIAL     ADVERTISING     SECTIO> 


MICHAEL  BOCIURKIW 

\e  Asian  economic  miracle  con- 
to  astound  observers  all  over 
the  world.  Standing  tall  among  all  of 
the  economies  in  this  diverse  region 
is  Taiwan  —  remarkable  because  of 
its  high  degree  of  peace  and  stability, 
strong  economic  growth,  willingness 
to  open  up  to  world  trade  and  invest- 
ment and  industrious  workforce. 

Merely  a  speck  on  the  map  of 
Southeast  Asia  —  but  the  size  of  Lake 
Michigan  —  Taiwan  has  emerged  as 
the  world's  19th-largest  economy  and 
14th-largest  trading  nation,  with  some 
US$218  billion  in  two-way  trade.  This 
economic  powerhouse  of  21  miUion 
people  has  a  per  capita  GDP  surpass- 
ing US$13,000. 

Once  regarded  as  a  producer  of 
low-cost  goods  and  labor-intensive 
exports,  Taiwan  is  quickly  becoming 
a  high-tech  production  center.  And  it 
is  stiU  a  major  trading  nation:  The 
southern  port  of  Kaohsiung  is  the 
third-largest  container  port  in  the 


world.  As  Taiwan  firms  chase  major 
trade  and  investment  opportunities 
worldwide,  they  have  created  impres- 
sive business  networks.  In  Southeast 
Asia  alone,  Taiwan  firms  invested 
more  than  US$4  billion  during  the 
first  nine  months  of  1996. 

Aside  from  commerce,  Taiwan 
has  continued  to  attract  attention.  In 
just  a  few  short  years,  the  island  has 
boldly  transformed  itself  from  a  soci- 
ety directed  by  martial  law  into  a 
near-fuU-fledged  democracy.  A  major 
watershed  in  this  transition  was  the 
peaceful  and  orderly  1996  presiden- 
tial elections,  during  which  Lee 
Teng-hui  —  emphasizing  the  ideals 
of  "peace,  prosperity  and  progress" 
—  became  the  first  popularly  elected 
head  of  state  in  Chinese  history. 

"Over  the  last  decade  we  have 
witnessed  dramatic  changes,"  says 
David  Tawei  Lee,  director  general 
of  the  Government  Information 
Office.  "Freedoms  have  been  ex- 
panded, restrictions  on  the  press 


have  been  abandoned  and  the  peo- 
ple of  Taiwan  have  much  more  of  a  i 
direct  say  in  national  eiffatrs." 

Lee  continues:  "All  in  all,  the  blos- 
soming of  democracy  in  Taiwan  rep- 
resents a  political  miracle  rivaling 
the  success  of  Taiwan's  economic 
development."  Much  needed  poUtica 
reform  —  to  bring  Taiwan  in  line 
with  current  trends  —  was  revital- 
ized in  December,  following  propos- 
als made  by  delegates  at  the  National^ 
Development  Cortference.  The  result  f 
could  be  a  simpler,  more  efficient 
government,  according  to  Hong 
Kong's  Political  and  Economic  Risk 
Consultancy  (PERC). 

Of  course,  concerns  remain,  and 
much  needs  to  be  done  to  improve 
the  envirorm\ent  for  foreign  inves- 
tors. But  the  risk  factors  associated 
with  doing  business  in  Taiwan 
remain  relatively  low.  Furthermore, 
government  officials  have  pledged  to  | 
make  Taiwan  a  friendlier  place  to  do 
business.  "Taiwan  offers  investors  a 
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CHAIN  REACTION 


TAIWAN,  WHERE 

YOUR  IDEA  CAN  MOVE 

THE  WORLD 

It  is  easy  to  get  into  the  swing  of  Asian  business.  All  it  takes  is  a  visit  to  the  Taipei 
World  Trade  Center. 

You  see,  Taiwan  is  making  a  big  Impact  in  Asia.  As  one  of  the  region's  largest  investors, 
Taiwan  is  the  hub  of  an  unparalleled  manufacturing  network.  And  the  Taipei  World 
Trade  Center  is  at  the  epicenter  of  that  network. 

At  TWTC  you'll  not  only  find  a  wealth  of  more  than  300,000  products  from  every 
category,  but  also  some  of  Asia's  most  experienced,  friendly  professionals  ready  to  help 
you  source  whatever  you  need. 


« 


Ofifftitr*!  In : 

China  External  Trade  OevelopmaBt  Council 

5  Hsinyi  Rd,,  Sec.  5.  Taipei,  Taiwan.  RO.C. 
Tel  886-2-7251111  Fax  886-2-725-1314 
http:  //www.cetra.org.lw 
tiltp:  //www. talpellradeshows.org 

Taipei  World  Trade  Center 

Exhibition  ttall 

Grand  Hyatt  Taipei 

International  Trade  Building 

Taipei  International  Convention  Center 


Branch  offices  In  U.S.A.  Tel:  1-212-730-4466. 1-415-788-4304 
1-312-803-8888. 1-305-477-9696 


So  get  into  the  swing  of  things.  Visit  us  today! 
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wealth  of  advantages  over  neighbor- 
ing Asian  countries,"  says  Lee,  point- 
ing to  its  strategic  location,  hard- 
working labor  force  and  reform- 
minded  government. 

Outside,  independent  organiza- 
tions have  also  praised  Taiwan's 
efforts  to  increase  its  competitive 
position.  "Taiwan  is  an  attractive 
environment  for  overseas  invest- 
ment in  general,  and  U.S.  invest- 
ment in  particular,"  says  Darryl 
Johnson,  director  of  the  American 
Listitute  in  Taiwan  (AIT).  "While 
there  are  problems  in  some  sectors, 
the  trend  is  toward  more  openness 
and  transparency." 

■^  jr^dven  ^n  tA^.(^.  investment 

Given  the  robust  commercial  rela- 
tionship between  Taiwan  and  the 
U.S.,  it  stands  to  reason  that  the 
U.S.  is  one  of  the  island's  leading 
foreign  investors.  In  fact,  officials 
say  that  accumulated  U.S.  invest- 
ment totals  a  staggering  US$6.5  bil- 
Uon.  Some  500  U.S.  companies  and 


1,300  individuals  can  be  found  on 
the  membership  Ust  of  the  local 
American  Chamber  of  Commerce. 

U.S.  firms  are  extremely  active  in 
the  service  sector,  and  many  have 
done  well  as  the  local  economy 
experiences  tremendous  growth. 
For  example.  Citibank's  Taiwan 
operations  are  said  to  be  its  most 
profitable  in  the  world. 

U.S.  firms  are  also  active  in  the 
construction  sector  —  Taiwan  has 


introduced  a  major  infrastructure 
development  plan  worth  billions  of 
dollars.  However,  major  U.S.  players 
are  waiting  for  the  financial  services 
sector  to  open  further.  U.S.  business- 
people  in  Taiwan  say  the  cost  of 
doing  business  on  the  island  has 
increased  alongside  other  Asian 
economies,  but  are  quick  to  add  that  _ 
it  still  ranks  competitively  when  com- 
pared with  Japan  or  Hong  Kong.  U.S. 
officials  encourage  more  American 
firms  to  establish  a  physical  presence 
in  Taiwan  if  they  are  to  conduct  sub- 
stantial business  on  the  island. 

U.S.  officials  are  also  optimistic 
about  Taiwan.  "Taiwan  has  a  tradi- 
tion of  welcoming  foreign  invest- 
ment. Its  educated  workforce, 
advanced  infrastructure,  strategic 
location  and  general  pro-business 
attitude  make  Taiwan  an  excellent 
—  if  no  longer  low-cost  —  place  to 
invest,"  says  the  latest  Conunercial 
Guide  produced  by  the  AIT. 

Lee,  along  with  many  other  Taiwan 
officials,  feels  that  U.S.  firms  should 
give  Taiwan  more  consideration  as  a 
potential  investment  destination  — 
especially  in  areas  such  as  high  tech- 
nology and  aerospace.  "We  are  not  sat- 
isfied because  there  are  still  areas 
where  both  sides  stand  to  gain  even 
more  if  the  level  of  U.S.  investment  and 
cooperation  were  greater,"  says  Lee. 

On  the  trade  front,  U.S.  officials 
report  few  major  trade  irritants.  Two- 
way  trade  last  year  hit  about  US$46 
billion,  with  a  surplus  for  Taiwan  of 
about  US$6.9  billion.  Taiwan  ranks  as 
the  fifth-largest  importer  of  U.S.  agri- 
cultural products.  According  to  the 
ATT,  "Taiwan  firms  and  consumers 
are  receptive  to  foreign  products  and 
are  not  afraid  to  spend.  And  they 
generally  have  goodwill  toward  U.S. 
products.  U.S.  firms  with  quality 
products  at  fair  prices  will  find 
Taiwan  a  rewarding  market." 

~^tiu^tln:  "^kc  1  ntetCi'^int  JsC^nA 

Many  Southeast  Asian  countries 
are  racing  to  transform  themselves 
into  high-tech  havens  —  constructing 
special  zones  tliat  offer  state-of-the- 


art  infrastructure  and  special  privi- 
leges to  foreign  firms.  But  few  coun- 
tries have  had  as  much  success  in 
luring  high-tech  firms  than  Taiwan, 
which  has  adopted  the  long-term 
goal  of  transforming  itself  into  an 
"intelligent  island"  —  complete  with 
an  integrated  network  of  science 


parks  linked  by  roads  and  high-speed  I 
communications  networks.  i 

The  first  park,  started  in  the  early 
1980s,  is  the  1,186-acre  Science- 
based  Industrial  Park  at  Hsinchu, 
near  Taipei.  While  Hsinchu  and 
future  parks  will  have  different  areas  ; 
of  specialization,  they  wiU  aU  share 
a  number  of  impressive  features: 
state-of-the-art  infrastructure,  gener- 
ous incentives,  a  highly  educated 
human  resource  base,  close  proxim- 
ity to  educational  institutions  and 
ports  and  a  high-quality  lifestyle. 

A  key  to  the  success  of  the  parks 
is  their  impressive  human  resource 
base  —  much  of  it  comprising  over- 
seas Chinese  who  have  returned  to 
Taiwan  to  work  in  what  is  widely 
known  as  Taiwan's  Silicon  Valley.  By 
1996,  more  than  2,500  expatriates 
came  back  to  Hsinchu  Park,  and 
many  of  them  have  either  started  up 
their  own  companies  or  become  mil- 
lionaires. From  a  modest  start  in 
1981  with  only  17  firms,  Hsinchu  has 
flourished.  In  1996  the  Park  housed 
203  firms  with  combined  annual 
sales  of  US$11  billion.  Some  55,000 
employees  there  were  engaged  in 
integrated  circuits,  computers  and 
peripherals,  telecommunications  and 


Taiwan:  On  the  Global  Fast  Track 


As  the  world's  third-largest  computer  hardware  supplier,  Taiwan  is 
already  a  key  player  in  today's  global  economy.  Information  technology  is 
but  one  way  the  Republic  of  China  is  becoming  an  essential  component  of 
regional  growth  in  the  Asia-Pacific  and  an  increasingly  integral  part  of  the 
international  community.  Democracy  is  thriving  on  Taiwan,  and  the  island 
is  working  to  become  an  Asia-Pacific  Regional  Operations  Center,  with 
intriguing  investment  possibilities  for  foreign  transnational  corporations. 

Staying  at  the  cutting  edge  of  technology  requires  constantly  scoring 
breakthroughs,  and  the  Republic  of  China  continues  to  demonstrate  the 
vitality  and  innovation  that  has  put  Taiwan  at  the  technical,  economic  and 
political  forefront  of  Asia. 


Today's  Taiwan:  More  and  more  an  important  part  of  our  world. 
http://www.gio.gov.tw      http://www.taipei.org 
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enteriri; 
the  first  time,  the  experience  can  ^e  frus- 
trating and  time-consuming.  Navigating 
bureaucratic  red  tape,  establishing  strong 
contacts^wtth  4c>cat-partners  and  raising  capital  all  seern 
like  daunting  tasks.  '^    '=^ 

However,  this  is  where  Taiwan  stands  apart  from 
pother  Asian  markets.  A  warm  welcome — almost  red 
carpet  treatment — awaits  foreign  firms  eager  to  enter' 
one  of  th^TegTonVmost  dynamic  economies,  fn  addi-\~ 
tion,  analysts  say  that  the  island's  human  resource  base 
and  infrastructure  have  improved  to  the  point  where 
Taiwan  competes  strongly  with  other  economies  in  the 
region,  dspecially  in  areas  such  as  nigh  tech,  where  both 
the^e  factors  are  crucia .  K_^ 

Foreign  investors  are  assisted  by  tne  help- 
ful staff  at  the  Industrial  Development  and  ...^ 
Investment  Center  (IDIC),  where  free  infor 
mation  and  advice  are  available  on  topics 

ranging  from  the  general  economy  to 1 

specifics  like  investment-related  laws  and  reg- 
ulations.With  the  transition  from  govern- 
ment guidance  to  a  free-market  ecor^omy 
well  under  way,  the  IDIC  is  a  welcome  orga- 
nization  for  foreign  investors.  


etsfoK^      ^"'f^iliar  with  the  needs  of  Western  investors.  Many 


CliiliiKang  Wang — 

Minister  of  Since  1 995, Taiwanese  officials  have  been 

Ecortf)mic  Affairs      \      busy  liberalizing  the  economy  for  foreign 

investors.  Much  of  the  work  has  deilt  with  transform- 
ing Taiwan  into  an  Asia-Pacific  Regional  Operations 

Center  With  the  high-tech  sector  booming,  officials  

here  realize  they  need  to  move  quickly  to  cater  to  the 
ever-growing  demand  for  prbdutts  and  services.    \ 

Among  the  recent  changes'.Tne  list  of  economic  sec- 
tors closed  to  foreign  investnVent  has  been  amended, 
making  it  possible  for  foreign  entities  to  invest  in  ga^-„ 
stations,  tourist  agencies,  construction,  oil  refining,  \ 
power  generation,  telecommunications  and  real  estate. 
Moreover,  programs  have  been  devised  to  transform 
aiwan  into  an  "intelligent  island"  by  strengthening^ 


research  and  development,  promoting  investment  ifv 
high-tech  and  l)igh-value-added  industries  and  establish 
ing  a  network  of  state-of-the-art  industrial  parks. 

So  far,  the  reaction  of  foreign  investors  to  the  many 
changes  has  been  encouraging.  According  to  Minister  of 
conomic  Affairs,  Dr.  Chih-Kang  Wang,  "Since  the  end  of 
1 996.  we  have  approved  25  cases  of  investment  valued 
at  US$560  million  in  these  iidustries." 
Senior  Taiwanese  officials  pi  ide  themselves  on  being 


Cabinet  members,  including  President  LeeTeng-h, 
Minist^ir  Wang^were  educated  at  U.S.  colleges.Tnis 
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is  why  exti^a  effort  has  tieen  exerted  to  > 
restructure  investment  procedures  ty^suit  nok  only  the 
liee3s~oflai7wanrBTrETtsoT^ose  of  foreign  investors.  Foi^ 
example,  the  approval  time  for  any  Investment  case  tha! 
does  not  fall  into  the  "negative  list"  (from  the  book 
Negative  List  for  Investment  by  Overseas  Chinese  and 
Foreign  Nationals)  and  is  v^lueij  at^under  NT$200  mi 

trriras  been  curto  an^^mazirig  three  days. The  appflca^ 
ion  process  has  also  been  streamlined. 

Many  other  improvements  have  been  ijnade,  includirtg^  lifor 
the  relaxation  of-restrictiobs  o^  foreign  white-collar 
workers  and  improved  rul6s  regarding  the  remittance 
of  funds  out  of  Taiwan... — 1~— — 
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In  a  recent  interview,  Minister  Wang  promised  fur 
ther  enhancements  to  the  investment  environmerit:"lfn 
addition  to  the  fact  that  foreign-invested  businesses 
have  enjoyed  national  treatment  in  terms  of  cornpany 
ownership  and  registration,  in  the  near  future,  invest^  I  |ffiii! 
rnent  application  procedures  will  be  further  simpiijfied,! 
ahd  the  limit  on  remittance  of  investment  capital  and  \ 
interest  will  be  relaxed."  ^—^  I  /     \      1 

In  addition,  the  IDIC  and  the  Investment  Commissior 
w\\\  soon  merge  to  further  improve  the  sjervices  aviil-_ 
able  to  foreign  investors.  According  to  the  Political  and 
Eqonomic  Risk  Consultancy  in  a  recent  report  on 
Taiwan:  "Looking  strictly  at  global  trends  and  the 
reform  initiatives  being  taken  by  the  government, 
Taiwan  seems  to  he  making  the  changes^n^eded  to 
keep  its  economy  competitive."  / 

The  PERC  adds  that  the  servic^'  sect9r  is  being 
opened  up  to  local  and  foreign  competition,  citing  the 
telecommunications  sector  as  the  most  recent  exam- 
ple. It  is  expected  that  competitiveness  in  the  banking, 
insurance  andl  media  sectors  will  also  be  upgraded. 

Accumulated  U.S.  investment  in  Taiwan  stands  at 
a'staggering  US$7  billion.  Representing  nearly  30% 
of^otal  approved  foreign  investment  on  the  island,  this 
mal<^5<heU.S.  thejargest  foreign  investor  in  Taiwan. 
Key  investment  targets  include  services,  trades, 
electronics  and  electric  appliances,  and  banking 
and  insurance. 
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{it  offidalysay  they  would  like  to  see  even  more 
'  iSj.S.  fffms  take  an  interest  in  the  booming  high-tech 
sector — especially  in  areas  such  as  information 


,X" 


:Z 


technology,  biotechnology,  aerospace 
nd  precisiornnachir>ery. Taiwan  is  no  sleepy  island 
when  it  comes  to  high  tech:The  computer  industry 
lone  grew  25%  in  1996,  far  above  the  8%  expansion 
rate  of  the  global  PC  industry.  Proof  of  growing  U.S. 
interest  in  Taiwan's  high-tech  sector  is  a  recent  agree- 
ment between  General  Electric  and  Taiwan  s  state- 
owned  Aerospace  Industrial  Development  (^orp.  to 
manufacture  helicopter  engines  inTatwarr    j 

David  Tawei  Lee,  director  general  of  the  Government 
Information  Office,  affirms  that;  "By  working  together 
with  a  Taiwanese  firm,  GE  Aircraft  Engines  not  only 
gains  a  reliable  and  technically  advanced  pariner,  but  it 
can  also  share  the  risk  and  tbus^  roov«  4bfwa|rd  with^a  — 
•project  that  is  expected  to  generate  a  whopl- 
ping  US$400  billion  in  revenues  over 
the  next  20  years.* 
When  foreign  firms 
consider  investing 


Minister  Wang  says  his  MTrtistry  ha^already  signed  48 
letters  of  intent  for  strategic  alliances  with  multination^ 
companies.These  include  U.S.  firms  such  as  General 
Electric,  General  Motors,  Motorola  and  Lockheed  Martin. 
Because  of  its  prime  geographical  location--1atv 

Js  four  hours  or  less  by  plane 
from  m^jor  pities  irvthe 


€ 


in  Taiwan,  they  are  frequently  reminded  that  they 
should  also  explore  opportunities  elsewhere  in  the 
region — in  conjunction  with  Taiwan  firms. This  makes 
sens^  because  Taiwan  is  among  the  largest;  foreign 
investors  in  many  Southeast  Asian  countries. 


In  all, Taiwan  conipanies  havelset  up  nearly  44,000 
base^  worldwide.  /  / 

"Tljiis  business!  network  offers  excellent  opporti 
for  foreign  companies  with  business  centers  in  Tai" 
to  penetrate  Asa-Parifir  and  wnrlH  rnarkpfs,"  sa/s 
Minister  Wang.  I  /  I 

FurthermoreJa  large  human  resource  base/Is  ^n 
hand,  ready  to  be  tapped' by  foreign  firms.  VvvKlingness 
to  learn  and  adapt  is  one  of  the  ,key  featijrevxjf  the 
local  v^orkforc^,  says  Stan  Sh i hy chai rma<^  and  CEO  of 
Acer,  one  of  the  world's. Jar^^t  PC  rrfapfufacturers. 
^Taiwan  has  ah  edge.  We  are  yQg>f4p^"  he  adds. 

Another  reason  Taiwan  has  cau^t  the  attention  of  for- 
eign firms  is  because  of  tlm-g6vernment's  aggressive  pro- 
that  aimsatjcanSforming  the  island  into  a  regional 
operations  centerThe  plan  calls  for  the  creation  of  a  hub 
for  six  key  sectors:  manufacturing,  air  transport,  shipping, 
telecommunications,  finance  and  media. 


slia-Pacific  region — the  island  makes  i  feasible 
bwe. "Taiwan's  proximityjto  Southeast'Asian 
Uomies  makes  it  an  ideal  base  for  liiulti- 
satlbnals  to  coordinate  their  operations  in  the 
region."  sayslMinisterWar^g.  ^^ 

Adds  Lee  (?f  the  GIO,  "Although  much  remains 
to  b«  done,  eifforts  are  already  under  way  to 
ensure^th^t  both  foreign  and  domestic  firms  in 
Taiwan\are  able  to  capitalize  on  all  the  advantages  we 
have  to  offer  American  investors  should  take  a 
serious  look  at  Taiwan."        \ 

^hiX  more  informationl 
abVtit^h«?  H>K:  or  MOEA,  cJntactr 
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Industrial  Deveiopm^t  and  Investment  Center,  MO 

Room  B,W.,  4\:hunghsi^  W.  Rd.,  ^ec.  I , 

Taipei,Taiwan\,RepubliC\of  China!^ 

Tel:  (02)  389-21  I  I\Fax:Xp2)  385*0497,3 

E-mail:  idic@roa>l.idic.gdv.tw 

http://vwmsd  i  c  .gov.tw 
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biotechnology.  As  the  park  grows, 
officials  are  scrambling  to  upgrade 
utilities  such  as  water  and  power. 
"We  are  going  to  continue  to  improve 
the  quality  of  the  inj&:astructure," 
says  Wang  Kung,  director  general 
of  the  Science-based  Lndustrial 
Park  Administration. 

A  review  of  recent  statistics  culled 
from  firms  in  Hsinchu  Park  leaves 
little  doubt  about  the  success  of 
Taiwan's  intelligent  island  concept. 
For  example,  the  number  of  local 
and  foreign  patent  applications  sub- 
mitted by  park  tenants  is  constantly 
growing.  "The  Science  Park  has 
always  been  a  dream-building 
place,"  says  Kung. 

The  Ust  of  park  tenants  in  Hsinchu 
and  a  new  park  in  southern  Taiwan 
reads  like  a  Who's  Who  of  the  inter- 
national high-tech  community:  Texas 
Instruments,  Acer,  IBM,  Hewlett- 
Packard,  Mitac  and  Taiwein  Semi- 
conductor Manufacturing  Company 
(TSMC).  Says  Kung:  "It  is  growing 


rapidly  but  we  are  constantly 
improving  it." 

The  sturming  success  of  HsincTiu 
will  be  replicated  further  south  in 
Tainan  over  the  next  few  months,  as 
workers  carve  out  a  spectacular 
high-tech  haven  spread  over  1,576 


acres.  The  new  Tainan  Science- 
based  Industrial  Park  will  house 
firms  that  are  involved  in  the  semi- 
conductor, microelectrorucs  manu- 
factiuing  equipment  and  agricultural  )"^' 
biotechnology  industries.  The  long- 
term  goal  is  to  complete  the  entire 


It  starts  with  a  crinkling  at  the  corners  of 
your    eyes,    when    you    learn    of    the 
incentives  offered  to  high-tech  companies 
setting  up  shop  in  Taiwan.  It  works  its  way 
down  to  the  corners  of  your  mouth  when 
you      find      out      about      our      superb 
infrastructure,  and  about  the  full  range  of 
upstream  and  downstream  service  and 
supply  companies  close  at  hand.  It  grows 
wider  when  you  look  into  the  choice  of 
locations  that  we  offer — one  a  long-established 
model  of  success,  the  other  poised  to  build  on 
that  experience  in  a  fresh  new  environment  with 
virtually  unlimited  potential.    It  becomes  ear-to-ear 
when  you  think  of  the  base  you  will  have  as  the  Asia- 
Pacific  region  plays  an  increasingly  important  role  in  the 
world  economy.    Look  into  Taiwan's  science-based  industrial 
parks  today.     Find  out  why  so  many  who  have  invested  here  are 
all  smiles. 
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2,Hsin  Ann  R<J  Hsinchu.  Taiwan.  R.O  C. 
Investment  Services  Division 
Tel  886-3-577331 1    Fax:  886-3-5776222 
Home  Page    http7/www,sipa.gov.tw 
E-mail    d0022©sipagovtw 


D\'ERTISEMENT     9 


mplex  by  2001  —  by  which  time 
me  US$33  bUlion  in  sales  revenue 
expected  to  be  generated. 

Infrastructure  improvement  is  not 
nited  to  the  science  parks.  Similar 
eam-building  is  happening  in  the 
ffices  of  the  China  External  Trade 
velopment  Council  (CETRA), 
lich  manages  the  state-of-the-art 
ipei  World  Trade  Center  (TWTC). 
lests  at  any  recent  trade  show  or 

bition  in  the  TWTC  wiU  note 
at  it  has  become  an  extremely 
pular  venue  —  especially  for  higli- 
ch-related  events.  In  response, 
ETRA  has  decided  to  construct  a 
cond  temporary  exhibition  hall 
xt  door,  which  will  provide  an 
ditional  90,837  square  feet  — 
ough  for  more  than  300  booths. 
The  international  shows  held  in  the 
C  cover  "every  facet  of  industry 
d  strongly  reflect  Taiwan's  overall 
onomy,"  says  a  CETRA  official.  Of 
^  le  25  shows  held  in  U)97,  the  top  five 
ere  COMPLITEX  Taipei,  the  Taipei 
itemational  Cycle  Show,  Giftionary 
.utumn,  the  Taipei  International 
Hectronic  Show  and  the  Taipei 
itemational  Machine  Tool  Show, 
'ermanent  displays  can  be  viewed 
top  the  exhibition  hall,  showcasing 
roducts  from  Taiwan  and  several 
ther  countries.  Located  on  the  sec- 
nd  to  seventh  floors,  the  TWTC  has 
tie  largest  collection  of  sample  pred- 
icts under  one  roof  in  Asia 
But  the  TWTC  is  more  than  just  a 
enue  for  international  exhibitions, 
t  is  widely  known  as  a  "Four-in- 
)ne"  center  because  of  the  diversity 
)f  its  functions. 

Next  door  to  the  Exhibition  Hall 
s  the  Convention  Hall  —  one  of 
^ia's  top  meeting  venues  —  with 
I  maximiun  occupancy  of  6,700 
)eople,  19  multipurpose  meeting 
ooms  and  a  3,100-seat  plenary  hall. 
Approximately  1,100  conferences, 
iO  stage  shows  and  trade-related 
ictivities  are  held  at  the  Taipei 
Jitemational  Convention  Center 
TICC)  each  year.  CETRA  offers 


TAIWAN    CEMENT    CORPORATION 

A  SUCCESS  stohy  in  the  making 

Taiwan  Cement  Corporation  was  privatized  in  1954 
as  part  of  the  government's  land  reform  program.  It 
has  since  grown  into  a  conglomerate  that  engages  in 
many  areas  including:  cement,  ready-mixed  concrete, 
paper,  cement  engineering,  warehousing  and  trans- 
portation, marine  and  environmental  technology. 

Its  success  continues  to  transform  the  island.  Taiwan  Cement  recently 
launched  a  series  of  ambitious  expansion  projects.  Renovations  to  its 
Hualien  Plant  were  just  completed  in  August  of  this  year  In  the  year  2000, 
its  superscale  (annual  production  capacity:  8. 1  million  tons  of  clinker) 
Hoping  Cement  Plant  will  begin  operation,  together  with  a  1 32-MW  power 
generation  plant  and  a  harbor  company.  Investment  on  the  Hoping  project 
amounts  to  US$3.5  billion. 

Taiwan  Cement's  chairman,  Chen-Fu  Koo,  explains  the  company  vision:"We 
must  always  bear  in  mind  sincerity  and  solidarity;  we  must  always  pursue 
quality  management,  constant  renovation,  excellence  and  service  to  society; 
we  must  always  take  good  care  of  our  employees  and  promote  harmony 
with  the  natural  environment." 

l6-5,Tehwei  Street,  Taipei,  Taiwan,  Republic  of  China 
Tel:  8862-586-5101    Fax:8862-586-2337    Board  Chairman:  C.F.  Koo 


full  professional  staff  assistance  at 
every  stage  of  convention  planning, 
making  the  TICC  an  ideal  venue  for 
important  meetings  of  any  size. 
For  convention-goers  and  trade 


show  participants,  the  Grand  Hyatt 
Taipei  offers  some  of  the  best 
accommodations  and  food  and 
beverage  outlets  in  Taiwan. 

And  making  up  the  fourth  compo- 
nent of  the  TWTC  is  the  34-floor 
World  Trade  Tower  —  which  houses 


a  full  range  of  trade,  investment, 
communications,  banking  and  immi- 
gration services. 

With  the  diversity  of  services 
offered  at  the  TWTC,  CETRA  offi- 
cials have  labeled  it  the  trader's 
"Gateway  to  Trade  with  Taiwan."  A 
vast  range  of  services  is  available  — 
including  market-development 
assistance,  market  research  and 
consulting,  trade  information,  trade 
education  and  industrial  design  pro- 
motion. According  to  a  CETRA  offi- 
cial: "Every  day  we  help  thousands 
of  people  in  business  by  answering 
their  trade  queries  that  range  from 
data  on  the  latest  high-tech  suppli- 
ers to  simple  travel  tips." 

When  foreign  firms  add  up  all  of 
Taiwan's  advantages  —  its  strategic 
location,  booming  high-tech  sector, 
economic  incentives  and  hard-work- 
ing labor  force  —  the  island  ranks 
high  as  a  base  for  investment  or 
regional  operations.  As  Lee  and 
others  agree,  a  visit  to  the  island 
will  confirm  the  transformation  of 
Taiwan  into  a  global  player. 


^nu 


Alfred  Lerner 

$2.5  billion 

Credit  cards,  real  estate. 
Shaker  Heights,  Ohio,  64 
Married,  2  children 
Reigning  king  of  the  affinity 
credit  card:  his  MBNA  Corp. 
stock  up  more  than  100%  since 
last  year.  Raised  in  Queens, 
sold  fiirniture  for  S75  a  week 
after  Marine  Corps.  Invested 
savings  in  59-unit  Cleveland 
apartment  building  1965. 
Then  REITs,  including  Town 
&  Country.  Landed  director's 
seat  on  a  Cleveland  bank 
board;  found  second  calling. 
Took  control  Equitable  Ban- 
corp 1981.  Merged  with  a 
Maryland  bank  1989;  spun  off 
MBNA  1991,  now  largest 
asset.  Modest:  "We  don't  live 
like  King  Farouk."  Loves 
cigars.  Active  donor:  over  $50 
million  since  1996,  most  to 
Columbia  University,  Cleve- 
land Clinic.  No  plans  to  slow 
down.  "Retire?  To  do  what? 
Retire  is  not  a  word."  First 
appeared  on  list  1988. 

Michel  Fribourg 

$2.4  billion 
Continental  Grain  Co. 
New  York  City.  84 
Widowed,  remarried;  5  children 
The  guard  is  changing  at  this 
184-year-old  family-owned 
grain  trader.  In  April  Michel's 
son  Paul,  43,  a  sixth-genera- 
tion Fribourg,  was  promoted 
to  Continental  Grain's  chief 
executive  position;  bringing  in 
talented  new  managers  for 
new  wave  of  expansion.  Family 
doubled  net  worth  last  year  by 
spinning  off  ContiFinancial 
Corp.  to  public.  Their  Conti- 
nental Grain  kept  80%  of 
stock.  Michel  Fribourg  intelli- 
gence agent  U.S.  Army.  Left 
service  to  take  over  family 
grain  business  year  after 
father's  death  1944.  Today 
$16  billion  revenues;  owner- 
ship concentrated  among  a 
handful  of  family  members. 
Member  since  1982. 


One  happy  DreamWorker 


I 


David  Geffen 

$2  billion 

Entertainment.  Malibu,  Calif.  54 
Single 

"I  would  hardly  say  tliat  DreamWorks  is  on  the  verge  of  failure."  So  said  HoU^^vood's 
richest  man  after  Forbes  pointed  out  that  his  new  studio  has  been  underwhelming  \hc 
critics.  This  after  more  than  a  year  of  lapdog  publicity.  Bright  spot:  new  TV  series,  Spin 
City,  starring  Michael  J.  Fox.  Other  bright  spot:  Geffen's  invested  only  $33  million  of 
his  estimated  $2  billion  nest  egg  in  the  startup.  Also  had  good  deal  with  Warner  Com- 
munications: his  Geffen  Records  would  share  in  profits,  not  in  losses.  Sold  to  MCA  for 
stock  1990;  netted  $710  million  when  MCA  sold  to  Matsushita  year  later.  Negotiating 
skills  learned  early  by  watching  mother  run  Brooklyn-based  corset-and-brassiere  busi- 
ness. College  dropout,  husded  \\  ay  into  fabled  William  Morris  mail  room  after  forging 
university  stationery.  Managed  music  acts  (Laura  Nyro),  then  founded  Asylum 
Records  1970  (Eagles,  Joni  Mitchell),  Geffen  Records  1980  (Peter  Gabriel,  Guns  N' 
Roses).  Also  mo\ics  { Beetlejuict\  Risky  Business);  Broadway  {Cats,  M.  Butterfly).  Fre- 
quent investor  with  Richard  Rainwater.  Past  flings  with  Cher,  Mario  Thomas,  now 
active  in  AIL')S  causes.  Member  since  1988. 
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14  members  of  The  Four  Hundred  have 
fortunes  derived  from  agriculture. 


Robert  D.  Haas,  great-great- 
grandaephew  of  Levi  Strauss. 
Handful  of  some  200  heirs 
put  up  SI  billion.  Family  of 
Rhoda  Haas  Goldman  (see 
Richard  Goldman)  split  with 
clan  over  deal,  cashed  out 
shares  worth  over  SI. 3  billion. 
Loyalists'  shares  sit  in  15-year 
voting  trust,  have  depreciated 
due  to  company  debt. 
Approved  January  cost-cut- 
ting plan  that  led  to  first  lay- 
offs in  over  13  years.  Compa- 
ny's olive  branch:  promises  to 
pay  remaining  37,000  workers 
bonus  equal  to  1996  year's 
salary  if  company  cash  flow 
goals  arc  met.  New  men's 
dress  pants.  Slates,  retail  stores 
will  help.  Sentimental:  recent- 
ly paid  $25,000  for  oldest 
known  pair  (c.  1850)  Levi's 


jeans  on  earth.  Members  since 
1991. 

Laurence  Alan  Tisch 

$2.4  billion 
Loews  Corp. 

Westchester  County,  N.Y.  74 
Married,  4  children 

Preston  Robert 
Tisch 

$2.4  billion 
Loews  Corp. 

NewYorkCity;Harrison,  N.Y.  71 
Married,  3  children 
Contrarian  investor  Larry,  with 
brother  Bob,  started  in  real 
estate,  gained  control  of 
Loews  Theaters  1959,  diversi- 
fied into  cigarettes,  insurance, 
oil  and  gas.  Paid  $800  million 


to  acquire  25%  stake  CBS,  sold 
to  Westinghouse  Electric  for 
$5.4  billion  1995.  Brothers 
known  for  informal  if  tightfist- 
ed  management  style,  invest- 
ment savvy.  Donated  more 
than  S40  million  to  NYU, 
including  $30  million  for  the 
Tisch  Hospital  and  $7.5  mil- 
lion for  die  Tisch  School  of  the 
Arts.  Bob  owns  50%  New  York 
Giants.  Their  Loews  Corp.,  as 
reported,  hammered  for  $467 
million  loss  in  summer  gamble 
against  bull  market.  Members 
since  1982. 

Ronald  Steven 
Lauder 

$2.4  billion 

Estee  Lauder  Co.  New  York  City.  53 

Married,  2  daughters 


Peter  E.  Haas  Sr. 

$2.4  billion 

Inheritance.  San  Francisco.  78 

Divorced,  remarried;  2  children 

Peter  E.  Haas  Jr. 

$970  million 

Inheritance.  San  Francisco.  49 

Married 

Frances  Koshland 
Geballe 

$900  million 

Inheritance.  San  Francisco.  76 

Married,  3  children 

Josephine  B.  Haas 

$900  million 

Inheritance.  San  Francisco.  83 

Divorced,  2  children 

Evelyn  Danzig  Haas 

$900  million 

Inheritance.  San  Francisco.  80 

Widowed,  3  children 

Robert  Douglas 
Haas 

$860  million 

Inheritance.  San  Francisco.  55 

Married,  1  child 

Daniel  E. 
Koshland  Jr. 

• 

$620  million 

Inheritance.  San  Francisco.  77 

Married,  1  child 

Margaret  E.  Haas 

$600  million 

Inheritance.  San  Francisco.  42 

Married,  1  child 

Famed       jeansmaker       Levi 

Strauss  still  world's  largest      Ronald  Lauder  (left)  and  brother,  Leonard,  with  Boris  Yeltsin's  wife,  Naina 

apparel  company.  LBO'd  last      Connections  count:  Leonard  sells  makeup  in  Moscow;  Ron  owns  TV  stations  in  Eastern  Europe. 

year  in  S 1 3  billion  deal  led  by 
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Mannesmann:  a  Group  of  nearly  500 
companies  in  190  countries  around  the 
globe,  with  more  than  126,000  employees 
generating  sales  of  around  $  20  billion. 
Our  core  business  areas:  Engineering, 
Automotive,  Telecommunications,  and 
Tubes  &  Trading. 

I  Engineering  -  with  sales  of  $  8.6  billion, 
Mannesmann  is  one  of  the  world's  largest 
companies  in  the  area  of  machinery  and 
engineering.  The  company  is  a  market  leader 


in  plastics  machinery,  hydraulics,  materials 
handling,  and  metallurgical  engineering. 

I  Automotive  -  with  sales  of  $  4.3  billion, 
Mannesmann  is  a  major  component  supplier 
to  renowned  car  manufacturers  in  all  parts  of 
the  world. 

I  Telecommunications  -  with  sales  of 
$  2.3  billion  and  the  highest  subscriber  figure 
in  the  market,  Mannesmann  Mobilfunk  is  the 
Number  One  among  Germany's  mobile 
network  operators.  Mannesmann  is  now  in  the 
process  of  developing  its  own  fixed  network 


for  voice  and  data  services  in  Germa  |*' 
holds  equity  stakes  in  several  tetecor 
companies  throughout  Europe. 
I  Tubes  &  Trading  -  sales  worth  $ ; 
stem  from  the  production  and  marke 
seamless  and  welded  tubes. 

Mannesmann's  activities  in  the  US  foci 
Engineering,  Automotive,  and  Tubes  & 
Almost  9,000  employees  at  the  Group 
production  centers  and  marketing  com  J 

achieve  sales  of  $  2.6  billion. 

a 


annesmann  issues  1997  Semiannual  Report 


URTHER  INCREASE  OF 
■PROFITABILITY,  ORDERS  AND  SALES 


tesult  of  ordinary  activities  increased 
to  $374  million  (1996:  $  194  million) 
Significant  growth  recorded  in  both 
Incoming  orders  (+12%)  and  sales 
+14%) 

Investment  expenditure  reaches 
pecord  high 

annesmann's  result  of  ordinary  activities 
[ireased  to  $  374  million  (previous  year: 
^94  million)  during  the  first  half  of  1997. 
Iprovement  was  seen  in  all  Group  sectors. 
le  most  important  contributions  were  the  con- 
pued  growth  at  Telecommunications  and  the 
arked  turnaround  at  Tubes  &  Trading.  At 
159  million  (previous  year:  $  103  million)  the 
k  profit  was  almost  $  56  million  up  on  the 
096  benchmark  figure. 


Orders  received  rose  1 2  percent  and  sales 
14  percent.  Both  domestic  (+18%)  and  foreign 
business  (+12%)  recorded  significant  growth. 
At  $  2.2  billion,  Mannesmann's  investment  expen- 
diture far  exceeded  the  amount  spent  during  the 
first  half  of  1996.  The  number  of  employees  at 
the  end  of  June  1997  was  126,400,  an  increase 
of  5  percent. 

The  operating  results  for  the  first  half  of  1997 
confirm  Mannesmann's  statement  of  April  that  a 
further  improvement  in  result  of  ordinary  activi- 
ties for  1997  could  be  experted.  For  the  remain- 
der of  1997,  Mannesmann  still  looks  for  a 
perceptible  increase  in  earnings  for  the  Engineer- 
ing sector  and  continued  growth  for  the  Auto- 
motive seaor. 
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Mannesmann  is  increasing  its  expectations  of 
April  for  the  Telecommunications  and  Tubes  & 
Trading  sectors.  The  higher  earnings  recorded  at 
Mannesmann  D2  will  raise  Telecommunications 
performance  above  last  year's  benchmark  figure. 
Similarly,  the  favorable  effect  of  the  turnaround 
at  Tubes  &  Trading  will  exceed  all  previous  expec- 
tations. 

Mannesmann  is  confident  that  the  positive 
market  trend  will  continue  through  the  second 
half  of  1997. 

We  will  be  pleased  to  send  you  our  Shareholders' 
Newsletter  with  the  interim  report  for  the  first 
half  of  1997. 

Mannesmann  AG 

D-40027  DiJsseldorf,  Germany 

http://www.mannesmann.com 

Mannesmann  Corporation 
450  Park  Avenue,  24th  Floor 
NewYork,  NY  10022-2669 
Call:  1-800-356-9235 
Fax:(212)826-0074 

Mannesmann  -  working  for  your  future 
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onverted  by  official  fixing  rate  as  per  June  30,  1997:  1  DEM  ==0.5734  USD 
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18  members  of  The  Four  Hundred  have 
fortunes  derived  from  retailing. 


Leonard  Alan 
Lauder 

$2.3  billion 

Estee  Lauder  Co.  New  York  City.  64 
Married,  2  sons 

Sons  of  global  cosmetics 
empire  founded  by  their 
mother,  the  "ageless"  Estee. 
Clinton's  new  tax  law  may 
force  family  to  pay  taxes  they 
had  avoided  through  brilliant- 
ly constructed  1995  IPO. 
Elder  brother,  Leonard,  runs 
the  immensely  successful  busi- 
ness, credited  with  rejuvenat- 
ing it.  Ronald  left  company 
1983,  later  became  ambas- 
sador to  Austria.  Now  invest- 
ing in  TV,  telecommunications 
ventures  in  Eastern,  Central 
Europe.  Proving  naysayers 
wrong;  initial  $25  million 
investment  in  Central  Euro- 
pean Media  now  worth  about 
$260  million.  In  June  lost  out 
in  bid  for  new  Hungarian  TV 
licenses.  Members  since  1982. 

Charles  de  Ganahl 
Koch 

$2.2  billion 

Koch  Industries,  oil  services. 

Wichita.  61 

Married,  2  children 

David  Hamilton 
Koch 

$2.2  billion 

Koch  Industries,  oil  services. 
New  York  City.  57 
Married 

Two  of  four  brothers  who 
inherited  Kansas-based  oil  con- 
glomerate, now  called  Koch 
Industries,  founded  by  their 
father,  Fred  Koch  (d.  1967), 
inventor  of  crude  oil  thermal 
refining  process.  Virulent 
family  feud  divided  brothers 
into  two  camps:  Charles  and 
David  bought  out  William  and 


Frederick  (see)  for  $500  mil- 
lion each  1983.  Charles 
remains  chairman;  David,  one- 
time Libertarian  vice -presiden- 
tial candidate,  executive  VP. 
Other  brothers  proceeding 
with  11 -year-old  lawsuit  to 
recoup  "lost  share."  Also 
invested  in  real  estate,  agri- 
culture, finance.  Second- 
largest  privately  held  U.S. 
company,  with  nearly  $30  bil- 
lion in  revenues.  Big  Republi- 
can donors.  Members  since 
1982. 

Robert  Muse  Bass 

$2,2  billion 

Oil,  investments.  Fort  Worth.  49 
Married,  2  children 
Third  son  of  oilman  Perry  Bass 
(see).  Left  out  of  loop  when 
dad  gave  tacit  control  of  family 
fortune  to  older  brother  Sid 
1968;  split  with  clan,  opened 
own  shop  1983,  sold  his  share 
of  family's  huge  Disney  stake. 
(Still  bristles  when  linked  to 
family  interests.)  Numerous 
partnerships  invest  in  real 
estate,  high  yields,  S8cLs,  food, 
manufacturing.  Only  loser: 
Specialty  Foods,  which  he 
LBO'd  1993.  Yale  grad,  gave 
$20  million  to  alma  mater  last 
year  after  brother  Lee's  dona- 
tion rejected.  Historical  preser- 
vationist, lending  hand  in  Sun- 
dance Square,  downtown  Fort 
Worth  development.  Member 
since  1983. 

Joan  Beverly  Kroc 

$2.1  billion 
Inheritance. 

Rancho  Santa  Fe,  Calif.  69 
Divorced,  widowed;  1  child 
Third  wife  of  Ray  Kroc  (d. 
1984),  Chicago  milk-shake- 
machine  salesman  who  built 
McDonald's  Corp.  into 
world's  largest ,    "--food  service 


J.R.  Simplot 

Potato  chips  to  computer 
chips:  "We  make  the  best 
dang  digits  in  the  world." 


company.  Met  Ray  in  St.  Paul, 
Minn.  1956:  she  was  perform- 
ing in  restaurant,  he  was  lining 
up  franchises.  Married  13  years 
later.  Active  political  contribu- 
tor during  the  1980s  but  now: 
"I've  decided  I  won't  give 
another  nickel  to  either  partv'." 
Gives  instead  to  children's 
causes:  $60  million  to  Ronald 
McDonald  Houses  1993,  $50 
million  to  Ronald  McDonald 
C^hildrcn's  Charities.  Member 
since  1984. 


Ray  Lee  Hunt 

$2.1  billion 

Inheritance,  oil,  real  estate. 
Dallas.  54 
Married,  5  children 
Eldest  child  of  Texas  oil  mag- 
nate and  bigamist  Haroldson 
Lafayette  Hunt  and  second 
'Hvife,"  Ruth  Ray  Hunt,  whom 
H.L.  married,  long  kept  secret 
from  first  wife,  Lvda,  who  died 
in  1955.  Ray,  3  younger  sisters 
inherited  most  of  Hunt  Oil 
Co.,  one   facet  of  immense 
empire,   upon    H.L.'s   death 
1974.  Aggressive  wildcatter 
scored  while  half-siblings,  led 
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Making  Wookie 


George  Lucas 

$2  billion 

Star  Wars,  special  effects. 
San  Rafael,  Calif.  53 
Single,  1  child 

Fantasy  merchant,  Hollywood  exile,  Lucas  rereleased  his 
Star  M/flr5^  trilogy  this  year  with  souped-up  digital 
enhancements.  Estimated  take  at  the  box  office:  over 
$450  million  worldwide.  But  new  licensing  deal  for  his 
Star  Wars  characters  could  be  even  bigger  blockbuster: 
toy  companies  said  to  be  offering  stock,  9 -figure  signing 
bonuses.  Recognized  early  by  director  Francis  Ford  Cop- 
pola, turned  student  film  into  flituristic  police-state  flick. 
Then:  American  Graffiti,  Star  Wars,  Indiana  Jones.  Fled 
Hollv'wood,  poLu-ed  money  into  Industrial  Light  & 
Magic,  digital  special-effects  studio.  Now  leading  effects 
house  for  filmmakers  (Jurassic  Park,  Forrest  Gump), 
advertisers:  commercials  over  25%  of  business.  "All  stu- 
dios are  going  to  be  exacdy  like  us."  First  appeared  on 
Ust  1982. 


by  Bunker  Hunt,  got  mired  in 
silver  speculation,  went  bust. 
Ray  made  gargantuan  find  in 
Yemen  1984.  Now  embarking 
on  riskiest  venture  yet:  second 
phase  of  20-year,  $5  billion 
project  to  export  9  trillion 
cubic  feet  liquefied  natural  gas. 
Also  real  estate:  hotels,  REITs, 
apartment  units.  Sister  Swanee, 
47,  former  ambassador  to  Aus- 
tria, now  teaching  at  Harvard; 
Helen,  48,  rancher  in  New 
Mexico;  Ruth  June,  53,  reli- 
gious talk-radio  host.  Member 
since  1982. 

Craig  O.  McCaw 

$2  billion 

Telephony.  Bellevue,  Wash.  48 

Separated 

Bruce  R.  McCaw 

$1  billion 

Telephony.  Bellevue,  Wash.  50 

Married 

Keith  W.  McCaw 

$1  billion 

Telephony.  Seattle.  44 
Married,  2  children 


John  Eh*oy 
McCaw  Jr. 


$975  million 
Telephony.  Seattle.  46 
Divorced,  3  children 
Four  sons  of  John  Elroy  Mc- 
Caw (d.  1969),  radio  and  cable 
TV  pioneer  whose  premature 
death  left  family  with  tangle 
of  mortgaged  properties. 
Straightened  out  by  "genius" 
brother  Craig,  first  in  cable 
then  cellular.  Steering  family 
back  into  wireless  with  $634 
million  investment  1995  in 
digital  wireless  operator  Nextel 
Communications;  now  worth 
about  $1.4  billion.  Aso  fiber- 
optic network  Nextlink,  set  to 
go  public  in  September.  Latest 
strike:  Teledesic,  satellite  com- 
munications venture  to  build 
"Internet  in  the  sky."  Craig 
and  partner  Bill  Gates'  joint 


$10  million  investment  boost- 
ed when  Boeing  paid  $100 
million  for  10%  of  Teledesic  in 
March.  Success  nothing  new 
for  Stanford  history  grad.  After 
father's  death  he  and  brothers 
grew  company.  Sold  off  cable 
systems,  including  Twin  Cities 
Cablevision,  to  Jack  Kent 
Cooke  for  $790  million  1987. 
Reinvested  proceeds  in  cellular 
licenses;  trailblazing  McCaw 
Cellular  sold  to  AT&T  7  years 
later  for  $11.5  billion,  now 
probably  AT&T's  largest  indi- 
vidual stockholders.  Bruce: 
invests  in  race  cars.  Keith:  least 
active  of  4,  resides  in  Lake 
Washington  mansion  with 
family.  John:  sports  fan,  owns 
part  of  Seattle  Mariners,  Van- 
couver (basketball)  Grizzlies, 
(hockey)  Canucks.  Craig:  avia- 
tor, yachtsman;  estranged  wife, 
Wendy,  seeking  50%  of  his 
estate.  Member  since  1986. 
Brothers  members  since  1987. 

Carl  Celian  Icahn 

$2  billion 

Finance.  New  York  City.  61 
Separated,  2  children 
Made  fortune  raiding  oil,  rail 
and  airiinc  giants,  now  saving 
comic  books.  Grabbed  control 
of  bankrupt  Marvel  Entertain- 
ment from  Ronald  Perelman 
(see)  in  bondliolder  revolt.  Spent 
rest  of  year  amassing  $1.7  billion 
war  chest.  Sold  public  holdings 
Culligan,  Samsonite,  some  oil 
companies.  Told  friends:  believes 
large  correction  is  coming;  wait- 
ing to  buy  cheap  stocks.  Grew 
up  middle  class,  NYC's  Queens. 
Princeton  grad  got  start  on  Wall 
Street  with  $4,000  poker  win- 
nings. Borrowed  $400,000  for 
New  York  Stock  Exchange  seat 
1968.  Became  1980s  green- 
mailer:  bought  into  firms  that 
had  to  improve,  spin  off  assets  or 
buy  him  out  at  premium.  Vic- 
tims: Texaco,  ACF,  TWA  USX. 
Made  deal  with  TWA  for  face- 
value  tickets,  selling  at  discount 
through  his  Las  Vegas-based 
travel  agency.  Member  since 
1987. 
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Introducing 

THE  HITACHI  VISIONBOOK  PRO. 

Business-Speed  modem,  buiu-in  LAN.  huge  screen. 


Once  there  were  very  good  reasons  to  hdve  one  kind  of 
computer  for  running  your  business  and  another  kind  for  running 
around.  But.  with  the  introduction  of  the  Hitachi  VisionBook  Pro, 
those  reasons  abruptly  disappear.  Because  of  our  unique 
technology,  the  gap  between  desktop  PCs  and  notebook  PCs 
is,  in  practical  terms,  totally  obliterated.  By  every  measure -screen 
clarity  and  viewing  area,  concurrent  use  of  floppy  and  CD 
ROM  drives*  the  performance  of  Intels  Pentium'  processor 
with  MMX  technology -you  compromise  nothing. 

The  Hitachi  VisionBook  Pro  delivers  integrated  communica- 
tion features  previously  known  only  to  desktops,  ^th  fex/Modem 
and  LAN.  youre    /^^        ready    to     influence    events     from 

wherever  you  do  business.  The 
Hitachi    VisionBook  Pro. 
It  will   give  you  your 
desk     back, 
^hile  eliminat- 
ing your  need 
for  one.  peitAM"?!' 


SIGNIFICANT   FEATURES 


U  S.  Robotics  56K"  X2  modem  -fastest  in  a  notebook 

ntegrated  lOBdseT  LAN  port 

Hitachi  super  large  B  5"  TFT  display. 

XGA  (1024  X  768)  resolution, 

I66MH2  Intel  Pentium'processor  with  MMX  technology 

jIZK  L2  cache-twice  standard  size 

Card  Bus-compliant  Type  ll/lll  PC  card  slots 

supporting  Zoom  Video, 

52MB  EDO  RAM  upgradeable  to  144MB 

5  0GB  removable  hard  drive. 

Smart  Lithium-Ion  battery,  swaps  with  5,5"  floppy  drive 

lOx  CD  ROM  drive,  swaps  with  second  battery 

Optional  advanced  port  replicator 

Full-size  keyboard,  USB  port. 


HITACHI 


Calll-800-HITACHI 

www.  HitachiPC.com 


FB10 


All  new  watches  are  dazzling. 


Sooner  or  later  they^get  scratched. 


Not  this  one. 


Rado  DiaStar  'Anatom'.  Eternal  beauty  due  to  scratchproof  materials:  hardmetal  and  sapphire  crystal.  With  4  dial 
diamonds  and  18-ct  gold  links.  In  ladies'  and  gents'  sizes. 


Rado.  A  different  world. 


RADO 

Switzerland 


CALIFORNIA:  AES  FINE  JEWELERS,  La  Jolla  (888)  237-5579;  Golden  Time,  Redwood  City  (415)  367-1251 
CONNECTICUT:  Lux  Bond  &  Green,  W.  Hartford  (800)  527-301 5;FLORIDA:  Bailey,  Banks  &  BIddle 
ILLINOIS:  Smart  Jewelers,  Lincolnwood  (847)  673-6000;  NEBRASKA:  Borsheim's  Jewelry  Co.,  Omaha  (800)  642-4438 
NEW  YORK:  Alicia's,  Bayside  (718)  224-0075  '     ' 


For  infotmation  please  call  (800)  283-7236  Ext  2370  or  visit  us  at  www.rado  ch 


mwm^ 


Jack  Crawford 
Taylor 

$2  billion 

Rental  cars.  St.  Louis.  75 
Divorced,  remarried:  2  children 
Taylor's  Enterprise  Rent-A- 
Car  still  coiintn,'s  biggest  fleet, 
with  330,000  vehicles  world- 
wide. Ex-Na\y  fighter  pilot, 
started  selling  cars  after  VVWII; 
started  own  car-leasing  busi- 
ness with  boss  1957.  Named 
business  after  aircraft  carrier 
U.S.S.  Enterprise.  Avoids  air- 
ports, competition  with 
national  chains  by  peddling 
rentals  as  replacements  for 
wrecked,  stolen  cars.  Tripled 
sales  over  last  5  years,  to  $3.1 

Ralph  Lauren 

"We  don't  sell 

an  Item. 

We  sell  a  way  of  life." 


18  members  of  The  Four  Hundred  have 
fortunes  derived  from  technology. 


billion.  Rapid  expansion;  now 
3,400  offices  in  3  countries. 
Son  Andy,  49,  in  driver's  seat. 
Member  since  1990. 

James  LeVoy 
Sorenson 

$2  billion 

Medical  devices.  Salt  Lake  City.  76 
Married;  8  children, 
45  grandchildren 

"I  have  the  mind  and  marbles 
to  keep  doing  innovative 
things."  Current  passion: 
Sorenson  Vision's  face-to-face 
communication  over  phone 
lines.  Marketing  to  deaf  com- 
munity. "AT&T  spent  half  a 
billion  trying  to  do  it  and  they 
gave  up."  Devout  Mormon. 
Opted  for  missionary  work 
over  medical  school,  but 
doctor  talked  him  into  trying 
pharmaceutical  sales.  Into 
medical  device  business;  out  by 


1960.  Bought  lingerie  com- 
pany. Best  customers:  nuns. 
Back  into  medical  devices; 
patented  paper  surgical  masks 
and  plastic  catheter  systems. 
Abbott  Labs  bought  company 
for  $100  million;  stock  recent- 
ly worth  $1.6  billion.  Now 
incubates  biomedical  startups, 
oversees  vast  real  estate  hold- 
ings in  Utah.  Recently  pro- 
duced CD  of  his  grandkids 
singing.  "Before  1  got  through 
I  thought  1  was  in  hell,  but 
when  we  finished  I  felt  I 
had  come  from  paradise." 
Can't  shake  his  frugal  ways, 
but  jokes  that  his  kids  live  "the 
high  life."  Member  since 
1983. 

Gordon  Peter  Getty 

$1.9  billion 

Inheritance.  San  Francisco.  61 

Married,  4  sons 


Hkl.,  t;i  s uiJiiiy>U-t I 


■  ■  K  ■:  Bi  «i  ai  i  I  m  n  n  ri  add 


■Xt 


I  I  I  I  H  H.i  • 


Si 


Son  of  oilman  J.  Paul  Getty  Sr. 
(d.  1976).  Toed  family  line  by 
joining  Getty  Oil,  but  found 
true  calling  in  music.  Attended 
San  Francisco  Conservatory  of 
Music.  Rejoined  business  as 
trustee  of  Sarah  C.  Getty  Trust 
(named  for  late  grandmother), 
40%  owner  of  Getty  Oil. 
Prompted  sale  of  Getty  to 
Texaco  for  $10  bilhon  at 
height  of  1980s  oil  prices. 
Lawsuit  ft^om  family  members, 
settled  1988.  Siblings  ran  indi- 
vidual trusts,  invested  sepa- 
rately (see  other  Getty s).  Still 
active  composer,  poet,  con- 
ductor. Member  since  1982. 

Charles  Bartlett 
Johnson 

$1.9  billion 
Mutual  funds 
Hillsborough,  Calif.  64 
Married,  6  children 
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Rupert  Harris 
Johnson  Jr. 

$1.5  billion 
Mutual  funds. 
Hillsborough,  Calif.  57 
Married 

With  last  year's  acquisition  of 
Michael  Price's  Heine  Securi- 
ties, the  Johnson  brothers' 
Franklin  Resources  now  man- 
ages over  $200  billion  in 
assets.  Father  Rupert  Johnson 
Sr.  founded  Franklin  Distribu- 
tors (named  for  Ben)  in  1947. 
Charles  took  over  in  1957, 
went  pubUc  in  1971;  special- 
ized in  tax-free  bond  funds. 
Charles:  Yale  graduate,  remains 
president.  Half  brother, 
Rupert  Jr.,  Washington  &  Lee 
grad,  ex-Marine  officer,  now 
executive  VP  and  chief  invest- 
ment officer.  Members  since 
1992. 

Maurice  Raymond 
Greenberg 

$1.9  billion 

American  International  Group. 
New  York  City.  72 
Married,  4  children 
In  May  Hank  Greenberg 
named  younger  son,  Evan,  42, 
as  president  of  the  thriving 
global  insurance  empire,  mak- 
ing Evan  heir  apparent.  AIG's 
longstanding  strength  in 
emerging  markets  paying  off  in 
investment  opportunities  and 
in  new  markets  for  insurance 
products.  Raised  on  dairy  farm. 
Joined  Cornelius  Vander 
Starr's  American  International 
(now  AIG)  1960;  succeeded 
heirless  Starr  1968.  AIG  now 
world's  most  profitable  insur- 
ance company.  Nicknamed  af- 
ter Detroit  Tigers'  "Hammer- 
ing Hank."  Famously  hard- 
nosed,  stubborn — and  enor- 
mously effective.  First  appeared 
on  list  1983. 


15  members  of  The  Four  Hundred  have 
fortunes  derived  from  software. 


Charles  R.  Schwab 

$1.8  billion 
Discount  stockbroker. 
Atherton,  Calif.  60 
Divorced,  remarried;  5  children 
Nation's  largest  discount 
broker,  Charles  Schwab  Corp. 
continues  push  into  life  insur- 
ance, mutual  funds  and  now 
securities  underwriting.  Highly 
successful.  OneSource:  no- 
transaction-fec  mutual  fiind  ser- 
vice offering  no-load  funds.  Big 
hit,  but  Fidehty  responding. 
Stanford  M.B.A.  had  eccentric 
early  ideas:  drive -through 
animal  park,  rock  and  classical 
music  rodeo.  Started  tradition- 
al brokerage  1971.  Thought 
commissioned  brokers  acted  in 
their  own  interests,  not  the 
client's.  Schwab  paid  straight 
salaries,  battied  Wall  Street  bro- 
kerages with  low-cost,   fast- 


order  executions  through  on- 
line system.  Sold  to  Bank- 
America  Corp.  in  1983;  repur- 
chased in  1987  leveraged 
buyout  for  $280  million.  Chairs 
organization  for  parents  of  chil- 
dren with  learning  disabilities: 
Charles  and  son  dyslexic.  With 
wife,  major  contributor  to  arts 
in  San  Francisco;  major  collec- 
tion of  contemporary  art. 
Member  since  1993. 

David 
Rockefeller  Sr. 

$1.8  billion 

Inheritance.  New  York  City.  82 
Widowed,  6  children 
Grandson  of  John  D.  Rocke- 
feller; youngest  of  5  brothers 
(see  Rockefeller  family,  Lau- 
rance,  Winthrop).  Became 
international  statesman, 

banker,  philanthropist.  Found- 


ed Council  of  the  Americas; 
helped  establish  the  Trilateral 
Commission.  Led  Chase  into 
global  expansion;  active  in 
mobilizing  business  behind 
Nafta.  Sold  family's  remaining 
Rockefeller  Center  stake. 
Turned  over  Rockefeller 
Financial  Services  to  son  David 
1992.  Member  since  1982. 

Ralph  Lauren 

$1.8  billion 

Apparel,  home  furnishings. 
New  York  City.  57 
Married,  3  children 
Splashy  IPO  lit  up  market  in 
Jime,  up  21%  first  day  of  trad- 
ing. Lauren  pocketed  $465 

George  Soros 

Busy  playing  East  European 

countries  as  pawns. 
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52  members  of  The  Four  Hundred  have 
fortunes  derived  from  finance. 
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million,  still  holds  47%  of  com- 
pany. Goldman,  Sachs'  $135 
million  investment  1994  now 
worth  $600  million.  Son  of 
Russian  immigrant  mural 
painter.  Nattiest  kid  in  the 
Bronx;  CCNY  dropout. 
Brooks  Brothers  clerk;  neckde 
salesman.  Started  designing  his 
own,  sparked  wide-tie  fad 
1960s.  Founded  Polo  1967 
with  $50,000.  Opened  flag- 
ship Madison  Avenue  bou- 
tique 1986.  Bought  wom- 
enswear  Hcense  back  from 
Biederman  Industries  1995. 
Brilliant  marketer:  exploits 
Anglophile,  country  squire 
images.  "I  saw  things  as  they 
should  have  been,  not  as  they 
were."  Grows  steadily  richer 
by  attaching  name  and  image 
to  wider  range  of  goods,  often 
via  licensing:  fragrance, 
boyswear,  house  paint,  etc. 
Does  big  business  in  home 
furnishings.  Now  arguably 
world's  largest  design  compa- 
ny. Member  since  1986. 


Robert  William 
Galvin 

$1.8  billion 

Motorola  Inc.  Barrington  Hills,  III.  75 
Married,  4  children 
After  years  of  explosive  growth 
driven  by  cell  phone  business. 
Motorola  fell  flat  as  heated 
competition  stole  market 
share,  sank  profits.  Now  falling 
back  on  semiconductor  divi- 
sion to  lead  recovery.  Father 
Paul  Galvin  (d.  1959)  found- 
ed Galvin  Manufacturing 
1928.  Made  car  radios,  TV 
sets;  developed  walkie-talkies 
for  WWII.  Renamed  Motoro- 
la 1947.  Robert  started  in 
stockroom  1940;  president 
1956,  CEO  1959.  Sold  TV 
division  to  Japan's  Matsushita 
1974.  Concentrated  on  semi- 
conductors, wireless  technolo- 
gy (Nextel  Communications), 
satellites  (Iridium,  Celestri). 
Transformed  fat  company  into 
limber  giant  in  1980s.  Big 
producer  of  computer  chips: 


Larry  Tisch 
With  pending 
tobacco  settle- 
ments and  a 
risky  derivatives 
gamble,  Tisch's 
investment  savvy 
has  been  some- 
what tarnished. 
Can  he  get 
Loews  off  the 
ground  with  its 
investment  in 
Delta  Air  Lines? 


PowerPC  chip  competes  with 
Intel's  Pentium,  but  With 
Apple  problems  Motorola  said 
to  be  now  reducing  chip 
investments.  Stepped  down  as 
CEO  1990;  eldest  son, 
Christopher,  47,  now  in 
charge.  Robert  recendy  donat- 
ed S60  million  to  the  Illinois 
Institute  of  Technology. 
Member  since  1982. 

Dorrance  Hill 
Hamilton 

$1.8  billion 

Inheritance. 

Wayne,  Pa.;  Newport,  R.I.  69 

Married,  3  children 

Hope  Hill 
van  Beuren 

$1.6  billion 

Inheritance.  Middletown,  R.i.  63 

Married,  3  children 

Charlotte  Colket 
Weber 

$1.5  billion 

Inheritance.  Ocala,  Fla.; 
New  York  City.  54 
Divorced,  4  children 

Diana  Strawbridge 
Wister 

$840  million 

Inheritance.  Palm  Beach,  Fla.  58 

Divorced,  remarried;  3  children 

George 
Strawbridge  Jr. 

$780  million 

Inheritance.  Cochranville,  Pa.  59 

Married,  3  children 

Tristram  Colket 

$660  million 

inheritance.  Paoli,  Pa.  59 
Married.  3  children 


Cousins,  grandchildren  of 
Dr.  John  T.  Dorrance,  who 
fell  in  love  with  soup  while 
studying  for  organic  chem- 
istry doctorate  in  Germany. 
Traded  in  college  teaching 
career  to  work  in  uncle's  can- 
ning factory.  Set  up  soup  lab; 
halved  the  amount  of  water, 
had  hit  with  mm-mm-good. 
Company  now  soup-to-nuts 
American  staple:  Andy 
Warhol's  red-and-white  can  a 
pop  symbol.  These  6  children 
of  Dorrance's  daughters  split 
half  of  the  U.S.'  third-biggest 
estate  in  1930;  the  other  half 
went  to  John  Jr.  (see  Bennett 
Dorrance  and  Mary  Alice 
Malone).  Internecine  battle: 
family  almost  sold  their  60% 
of  company  after  John  Jr. 
(Jack)  died  1989.  Diana's  ex- 
husband,  Carl  Norris,  led 
seller  faction,  but  Jack's  kids 
successfully  opposed.  Family 
still  holds  over  50%.  Dorrance 
(Dodo),  oldest  of  9  cousins, 
also  led  dissident  sharehold- 
ers. Hope  (Happy):  son  Arch- 
bold,  the  only  family  member 
active  in  company,  heads 
Campbell's  U.K.  grocery 
business.  Cousin  Diana:  horse 
farm  Runnymede  in 

Coatesville,  Pa.,  Vail  ski 
chalet,  house  in  Palm  Beach. 
Her  brother,  George  Straw- 
bridge  Jr.:  adjunct  professor 
of  Latin  American  history  and 
political  science  at  Widener 
University  (Pa.);  opposed  sale. 
Cousin  Charlotte:  Sorbonne 
art  student;  gave  Chinese  art 
worth  $20  million  to  New 
York  City's  Metropolitan 
Museum  of  Art;  rest  of  collec- 
tion belie\ed  to  be  worth  over 
$150  million.  Her  brother, 
Tristram:  after  Trinit\'  College 
tried  entrcpreneurship;  his 
Altair  Airlines,  founded  1966, 
filed  bankruptcy  1982.  Mem- 
bers since  1982. 
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GT  Global  -  a  pioneer  in  global  theme  investing  -  introduces  a  new  opportunity  to  help 
diversify  your  portfolio  with  a  single  investment.  The  GT  Global  New  Dimension  Fund  is 
a  "fund  of  funds"  which  allocates  its  assets  among  the  six  globally  diversified  GT  Global 
Theme  Funds.  Tap  into  the  long-term  growth  potential  represented  by  these  global 
economic  themes. 

Health  Care  ♦  Financial  Services  ♦  Consumer  Products  &  Services 
Telecommunications  ♦  Infrastructure  ♦  Natural  Resources 

It's  the  next  dimension  in  global  investing  fi-om  the  innovator  -  GT  Global.  Talk  to  your  financial  adviser  to  learn 
more  about  it.  Or  call  us  today. 


Introducing 

the  GT  Global 

New  Dimension 

Fund 


^ 


1-800-824-1580 


GT  Global 

A  Mennber  of  Liechtenstein  Global  Trust 


A  WORLD  OF  OPPORTUNITY 

You  will  receive  a  prospectus  for  the  GT  Global  New  DimensicJn  Fund  which  contains  more  complete  information  including  charges,  expenses,  and  the  risks  of  global  and  emerging 
market  investing  such  as  currency  and  political  risks.  Read  the  Prospectus  carefully  before  investing.  GT  Global,  Inc.,  Distributor,  50  California  Street,  San  Francisco,  CA  941 1 1 .    mf8 
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David  R.  Duffield 

$1.7  billion 

PeopleSoft  Inc.  Danville,  Calif.  57 
Divorced,  remarried;  5  children 
Largest  U.S.  producer  of 
human  resources  application 
software.  Revenue  up  nearly 
100%  last  year.  Also  does  big 
business  in  financial  services 
software.  Latest  market:  plan- 
ning applications  for  manufac- 
turers. Cofounded  Integral 
Systems,  quit  1986  after  failing 
to  convince  board  that  main- 
frames would  become  obsolete 
for  human  resource  fiinctions. 
Mortgaged  house,  founded 
PeopleSoft.  IPO  in  1992.  By 
1996  nearly  $500  million  sales. 
Known  for  charismatic  leader- 
ship, cultlike  employee  loyalty: 
"If  Dave  gave  us  Kool-Aid, 
we'd  drink  it."  Annual 
employee  turnover  rate  only 
3%.  Member  of  company  rock 
band.  Raving  Daves;  once 
danced  macarena  in  front  of 
7,000  customers.  Recently 
donated  $20  miUion  to  Cor- 
nell for  science  building. 
Member  since  1995. 

Samuel  Zell 

$1.7  billion 

Real  estate,  investments. 
Chicago.  56 
Divorced,  3  children 
With  $300  million  purchase  of 
38  mobile  home  parks  Sept., 
now  largest  office,  apartment 
and  mobile  home  owner  in 
country.  Rolled  4  ZeU/Merrill 
Lynch  vulture  funds  into 
Equit\'  Office  Properties  Trust 
REIT,  took  public  in  July 
amid  conflict-of-interest  accu- 
sations. Son  of  Polish  immi- 
grants, peddled  Playboy  in 
grade  school  at  200% 
markups.  Began  buying  dis- 
tressed real  estate  in  Midwest, 
Sunbelt,  1970s.  Rehabbed  for 
fraction  of  replacement  cost, 
sold  for  big  gains.  Applied 
same  methodology  to  compa- 
nies, notably  Itel.  Now  has  3 
public  REITs.  Big  stakes  in 
Chart     House     restaurants, 


lacor  Communications,  coun- 
try's second-largest  radio  sta- 
tion owner.  Prefers  denim  to 
pinstripes.  Avid  motorcyclist; 
for  20  years,  hosted  treasure 
hunt  on  birthdays.  Now  just 
throws  big  party.  Member 
since  1986. 

Leslie  Herbert 
Wexner 

$1.6  billion 
The  Limited,  Inc. 
NewAlbany,  Ohio.  60 
Married,  3  children 
Struggling  to  boost  earnings 
and  a  flagging  stock  price,  the 
Limited  has  been  closing 
stores  and  spinning  off  retail 
divisions,  including  Intimate 
Brands  (Victoria's  Secret)  and 
Abercrombie  &  Fitch.  Wexner 
apparently  not  worried:  just 
bought  a  312-foot  yacht 
named  the  Limitless.  Ohio 
State  law  school  dropout  start- 
ed in  women's  sportswear 
1963.  Secret  of  success:  "Nar- 
cissism. It's  the  key  to  busi- 
ness." Says  margins  are  higher 
when  selling  things  people 
want  rather  than  things  they 
need.  Decided  to  live  fiiller  life 
after  brush  with  death  on  Vail 
Mountain  in  1981.  Married 
for  first  time  1993,  age  55. 
Active  in  Jewish  causes,  the 
arts.  Member  since  1982. 

Richard  Edward 
Rainwater 

$1.6  billion 

Investments.  Ft.  Worth.  53 
Divorced,  remarried;  3  children 
Big  payoff  from  $133  million 
takeover  of  Boone  Pickens' 
troubled  Mesa,  Inc.  Merged 
company  in  August  with 
Parker  &  Parsley,  formed  Pio- 
neer Natural  Resources  Co. 
Owns  15.5%;  now  worth  $500 
million.  Son  of  middle-class 
v\holesaler,  met  Sid  Bass  while 
getting  Stanford  M.B.A.  After 
Goldman,  Sachs  stint,  man- 
aged $50  million  Bass  family 
portfolio  1970.  Lost  money  2 
years:  "Mr.  Bass  Sr.  comment- 


ed to  me  that  the  tuition  goes 
way  up  after  college."  Scored 
big  with  huge  Disney  invest- 
ments 1984,  still  cornerstone 
of  Bass  family  billions.  Left 
1986  to  run  own  money: 
health  care,  oil,  real  estate. 


Took  Crescent  REIT  public 
1994.  Married  banker  Darla 
Moore  1991.  Dealmaster  in 
her  own  right;  instrumental  in 
booting  out  old  management 
of  Columbia/HCA  (see  Frist). 
Member  since  1986. 


Herbert  A.  Allen  Jr. 

$1.6  billion 

Investments.  New  York  City.  57 
Twice  divorced,  4  children 

Successful  successor  to  father,  Herbert  Sr.  (died  Janu- 
ary), and  uncle,  Charlie  (d.  1994)  in  Allen  &  Co.  invest- 
ment firm.  Herbert  Jr.  joined  ranks  1962,  took  over 
investment  arm  in  1966  at  age  26.  Despite  elders'  warn- 
ings, went  long  on  Holl>wood  with  6.7%  purchase  of 
Columbia  Pictures  1973.  Sold  stakes  to  Coke  (1982), 
then  Sony  ( 1989),  both  at  profit.  Now  a  big  player  in 
Holhwood  finance;  major  adviser  in  Seagram-MCA  deal 
1995.  "Over  a  long  weekend  I  could  teach  my  dog  to  be 
an  investment  banker."  His  annual  Sun  Valley  retreat  is  a 
Who's  Who  of  the  entertainment  industry:  Redstone, 
Dillcr,  Malone,  GefHen.  Still  holds  Coke  stake  wordi 
more  than  $400  million.  Firm's  "merry  dealsters"  are 
heavy  into  high-tech  and  biotech  stocks.  Outspokenly 
contemptuous  of  much  of  what  goes  on  in  Wall  Street: 
"The  capital-raising  fiincdon  is  legitimate;  die  rest,  all 
hot  air."  Member  since  1982. 
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ts  2  a.m.,  4000  miles  from  home  and 
your  stomach  says,  "Let's  do  lunch." 


Room  service  responds^ 


ravellinii  '"'  biisitiess  can  wake  iiiiiisiial  demands  on  you,  and  that  often  translates  into  an  unusual  order  for  iis.  Fortunately, 
t  The  Re^^ent,  we  speak  the  same  languai>e .  So,  when  your  internal  clock  is  set  for  an  entirely  different  time  zone 
nd  you  Jeel  like  doing  lunch,  just  ask.    Our  time  zones  are  universal.    The  Regent.    Where  our  standards  meet  yours. 

ANGKOK.    BEVERLY   HILLS.   CHIANG   MAI.    HONG   KONG.  JAKARTA.   KUALA   LUMPUR.    SINGAPORE.   SYDNEY.    TAIPEI 

FOUR  SEASONS  •  REGENT.  DEFINING  THE  ART  OF  SERVICE  AT  40  HOTELS  IN  19  COUNTRIES. 


PASS  AG  ES  » 


:ijiTPiOFTC(nw«n  mautsu  uiunes  snurou  ^oldos 


unvu>.  rih .  com 
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HYUNDAI 

SOtll  ANNIVeflSAHy 


Are 


You 


in 


Our 


Future? 


Engineering  &  Construction  High  Speed  Trains 


Iron  &i  Metals 


Resource  Development 


http://w\AAA/.hyundai.net 


.^ipbuildlng 


^ealth  Care  &  Public  Service 


MX 


"Value  Management"  lor  Mankind,  Society  and  Future 


Over  the  past  fifty  years,  Hyundai  innovations 
have  made  a  world  of  difference. 

Today,  our  cars  move  people  in  over  190 
countries.  Our  oil  tankers  deliver  the  fuel  that 
powers  economic  development  to  every 
continent.  Our  semiconductors  store  and 
process  the  data  that  will  take  technology  to  the 
next  level.  And  we've  only  just  begun. 

You  see  at  Hyundai,  esich  product  and  service 
we  develop  becomes  the  inspiration  for  future 
innovations.  Innovations  designed  to  meet  the 
customer's  psychological  needs  as  well  as 
physical  ones.  And  that  will  bring  us  aU  something 
very  important.  A  better  life. 

Are  you  in  our  future? 


HYUNDAI 

Building  A  Better  World  Through  Value  Management 
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30  members  of  The  Four  Hundred  have 
fortunes  derived  from  manufacturing. 


Susan  Thompson 
Buffett 

$1.6  billion 

Marriage,  San  Francisco.  65 
Separated  (from  Warren  Buffett), 
3  children 

Daughter  of  Omaha  educator; 
her  parents  knew  Warren's. 
Met  investment  sage  while 
rooming  with  his  sister  at 
Northwestern.  Married  1952. 
Deeply  involved  in  civil  rights 
movement;  couple's  political 
shift  to  left  rattled  family. 
Heads  Buffett  Foundation 
(advocates  population  control). 
Once  sought  singing  career, 
now  spending  time  on  founda- 
tion. Left  Warren  (who  has 
steady  live-in),  moved  to  San 
Francisco  1977.  Warren:  "It 
works  well  this  way.  She  sort  of 
roams;  she's  a  free  spirit."  He 
plans  to  leave  his  billions  to 
her,  then  to  their  foundation. 
Member  since  1991. 

Andrew  Jerrold 
Perenchio 

$1.5  billion 

Television.  Bel  Air,  Calif.  66 
Twice  divorced,  3  children 
Blockbuster  last  year  with  IPO 
of  Univision,  Spanish-language 
TV  broadcaster.  Estimated 
$70  million  investment  now 
worth  $1  billion.  Winemaker's 
son  got  start  booking  bands, 
catering  frat  parties.  Joined 
MCA  1958.  Founded  talent 
agency  (Liz  Taylor,  Marlon 
Brando),  promoted  Ali-Frazier 
fight.  Joined  with  Norman 
Lear  (All  in  the  Family)  1974; 
sold  programming  interests  to 
Coca-Cola  1985  for  $485  mil- 
lion. Bought  Univision  from 
Hallmark  1992  with  Mexican, 
Venezuelan  billionaire  part- 
ners, who  wanted  in  on  U.S. 
television  market,  but  faced 
complex   foreign   ownership 


restrictions.  Perenchio  paved 
their  way.  Member  since  1985. 

William  Morse 
Davidson 

$1.5  billion 
Guardian  Industries. 
Bloomfield  Hills,  Mich.  74 
Thrice  divorced,  2  children 
Lawyer  who  carved  niche  res- 
cuing sinking  businesses  took 
over  uncle's  interest  in 
Guardian  Industries,  flounder- 
ing windshield  fabricator.  Pres- 
ident 1957;  erased  debt,  devel- 
oped architectural  float  glass 
business.  Took  public  1968; 
private  1985  in  $500  million 
LBO.  Built  into  world's 
fourth -largest  flat- glass  maker, 
with  20%  auto  market. 
Acquired  70%  stake  in  auto 
plastics  company  Automotive 
Moulding  1996.  Endowed 
$30  million  to  U.  of  Michigan 
business  school,  another  $30 
million  to  Technion-Israel 
Institute  of  Technology. 
Owner  basketball's  Detroit 
Pistons.  Member  since  1983. 


Fayez  Shalaby 
Sarofim 

$1.5  billion 

Money  management.  Houston.  68 
Twice  divorced,  5  children 
Egyptian -born,  Berkeley 
undergrad.  Harvard  M.B.A. 
Naturalized  1961.  Anderson 
Clayton  1951,  advised  pen- 
sion funds.  "The  Sphinx"  had 
early  coup:  landed  Rice  U.'s 
massive  endowment  1960s, 
now  $2  billion.  Very  conserv- 
ative long-term  strategist. 
Takes  big  positions,  some- 
times big  hits:  fiand  lost  esti- 
mated $475  million  1992  on 
"Marlboro  Friday,"  day  Philip 
Morris  cut  cigarette  prices. 
Assets  under  management 
now  over  $40  bilHon.  Son 
Christoplier,  33,  moving  up 
through  Saroiim  &  Co.  ranks. 
Member  since  1986. 

James  R.  Cargill 

$1.5  billion 

Cargill,  Inc.  Minneapolis.  73 

Married,  3  children 


Jon  Meade  Huntsmafi 

Olympian  Jackie  Joyner-Kersee  carried  the  torch  in  October's 

World  Senior  Games,  Huntsman's  charity  sports  event. 


Margaret  Cargill 

$1.5  billion 

Cargill,  Inc.  La  Jolla,  Calif.  77 
Single 

Siblings;  descendants  of 
William  W.  Cargill,  founder  of 
giant  grain -trading  company. 
Earnings  are  down  10%  this 
year  due  to  tight  supplies  and 
excess  capacity,  but  Cargill 
roars  on  as  the  world's  largest 
privately  held  company.  James: 
with  Cargill  since  1947,  retired 
as  senior  vice  president  1990, 
director  1963-95.  Owns  Din- 
naken  Properties,  builds  hous- 
ing for  the  University  of 
Minnesota.  Expert  trout  fish- 
erman, owns  3  J.B.  Hudson 
jewelry  stores  in  Minneapolis. 
Sister  Margaret:  never  married, 
reclusive.  Controls  via  voting 
stock  believed  evenly  split 
among  3  Cargill  family 
branches  (see  MacMillan). 
Members  since  1982. 

Stephen  Davison 
Bechtel  Jr. 

$1.5  billion 

Engineering,  construction. 
San  Francisco.  72 
Married,  5  children 

Riley  P.  Bechtel 

$1.5  billion 

Engmeering,  construction. 
San  Francisco.  45 
Married,  3  children 
Father  and  son  with  fourth- 
generation         construction 
behemoth.  Founder  Warren 
Bechtel  built  raUroads  1890s 
in  Oklahoma  Territory  with 
team  of  mules;  headed  west 
to  California  1904.  Founded 
Bechtel       Group;       master 
builder:      Alaska     pipeline. 
Hoover  Dam,  San  Francisco 
rapid  transit  (BART),  Chan- 
nel Tunnel,  airports.  Stephen 
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WTALY 


BORN 


TO  BE  WILD. 


Announcing  the  birth  of  DSP16210,  the 
most  significant  Digital  Signal  Processor 
to  hit  the  communications  market  since 
we  invented  the  first  DSP. 


©  1997  Lucent  Technologies. 
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Conceived  by   Bell  Labs^^peclfically  for  next-generation  communications 
applications,  DSP16210s  more  efficient  processing  lets  it  effortlessly  handle 
a  variety 'of  functipns  in  any  digital  wireless  standard,  using  up  to  five  times 
less  power  and  memory  than  the  most  advanced  DSP  on  the  market  today. 

Proven*software  tools  and  high-performance  processing  enable  DSP16210 
to  radically  reduce  development  time  and  system  costs,  making  it  the 
perfect  DSP  for  rack  modems  and  smaller  remote  base  stations  that  can  be 
deployed  anywhere  you  can  imagine  with  a  savings  of  up  to  50%  in  electronics 
costs.  To  learn  more  about  how  the  DSP  that  was  designed  from  the  start  to 
be  the  soul  of  communications  can  help  you  create  products  beyond  your 
wildest  dreams,  call  1-800-372-2447  (Ext.  955).  Or  visit  www.lucent.com/micro 


Lucet 


"'"2:r^- 


.     'Ovations 

'""'"^ »««.,:"  °;i»'^r 


'  ""ake  ihe 


-«„:37.°"" 


'^^'*^^>rnake. 


^'^n'M,,ons 


work:' 


^7372 

J  '  '' 
Jr.  headed  global  firm,  1960; 
company  in  on  40%  of 
nuclear  power  plants  in  U.S. 
Oil  boom  1970s  brought 
colossal  Saudi  projects.  Also 
post-Gulf  war  cleanup  of 
Kuwait.  Managing  $20  bil- 
lion construction  of  Hong 
Kong  airport;  building  Chan- 
nel Tunnel  rail  link,  mam- 
moth copper  mine,  Chile. 
Riley  current  CEO.  Members 
since  1982. 


/ 


Donald  George 
Fisher 

$1.5  billion 

The  Gap,  Inc.  San  Francisco.  69 

Married,  3  children 

Doris  Feigenbaum 
Fisher 

$1.5  billion 

The  Gap,  Inc.  San  Francisco.  66 

Married,  3  children 


Husband  and  wife.  Cofounded 
first  Gap  (as  in  "generadon 
gap")  1969  in  San  Francisco; 
sold  records,  Levi's  jeans.  Denim 
biggest  draw;  dropped  records 
afi:er  3  months.  Launched  pri- 
vate-label line;  by  1994  seeond- 
biggest  selling  apparel  line  in 
worid.  Acquired  Banana  Repub- 
lic 1983;  transformed  ■old  safari 
image  into  upscale  fashion.  Fur- 
ther expansion:  GapKids  1986, 
BabyGap    1989,    Old    Navy 


Clodiing  Co.  1994.  European- 
style  clothing  venture  Hemi- 
sphere begun  1987,  discontin- 
ued 1989.  Now  more  than 
2,000  stores  worldwide,  over  S5 
billion  sales.  Don:  Berkeley 
swimming,  water  polo  star, 
began  career  as  real  estate  devel- 
oper. Tapped  by  Reagan,  Bush, 
Clinton  for  Advisory  Council  for . 
U.S.  Trade  Representative. 
Recentiy  appointed  to  the  Pre- 
sidio Trust  by  Clinton.  Doris: 


Okay,  guys,  just  go  deep 


Wayne  Huizenga  (center) 

Now  the  country's  number  one  auto 

dealer,  the  Miami  Dolphins  owner 

wants  his  stock  going  in  the  right 

direction. 


Harry  Wayne  Huizenga 

$1.7  billion 

Entrepreneur.  Ft.  Lauderdale.  59 

Divorced,  remarried;  4  children 

Three-step  formula  to  wealth:  buy,  integrate,  sell.  Now  applying  to  car  world:  snagged  Republic  Waste  in  1995, 

dumped  its  trash  business  and  spent  more  than  $1  billion — mostly  in  Republic  stock — buying  109  auto  dealerships. 

Now  largest  car  dealer  in  country.  Also  buying  car  rental  agencies,  parts  shops,  fix-it  joints.  Roadblock  removed: 

Toyota  recendy  dropped  suit  against  Huizenga  for  owning  too  many  of  its  tiealerships.  Started  road  to  billionaire- 

dom  in  1962  with  single  used  garbage  truck;  built  into  WMX.  Resigned  1984.  Acquired  19-store  video-rental  chain 

Blockbuster  1987,  sold  to  Viacom  for  $8.4  billion  1994.  Owns  Florida  teams  Dolphins  (football),  Marlins  (baseball). 

Diversifying  publicly  traded  Panthers  Holdings  (hockey)  with  resort  operations.  Member  since  1991. 
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Hresence  of 

CREDfT  SUISSE  GROUP 

Bahamas 

Bogota 

Buenos  Aires 

Caracas 

Frankfurt 
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Guernsey 
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Houston 

London 
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Luxembourg 
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Miami 
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Montreal 

New  York 
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Rio  de  Janeiro 
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Santiago  de  Chile 

Sao  Paulo 

Singapore 

Tokyo 

Toronto 

Vancouver 

Zurich 

And  more  than  50 

locations  worldwide 


CREDjT    PRIVATE 
SUISSE    BANKING 


Whatever 
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53  members  of  The  Four  Hundred  have 
fortunes  derived  frorti  media. 


i 


Samuel  Zell 

After  a  hectic  year  of  deal- 
making,  Zeil's  sitting  pretty: 
"if  I  liad  any  better  of  a 
year,  I  wouldn't  know  what 
to  do  with  myself." 


Gap  merchandising  consultant. 
First  appeared  on  list  1986. 

Leonard  Norman 
Stern 

$1.4  billion 

Pet  supplies,  real  estate,  media. 
New  York  City.  59 
Divorced,  remarried;  3  children 
Desperate  experiment  to  give 
away  dying  Village  Voice  last 
year  a  whopping  success; 
advertising  up  20%,  distribu- 
tion nearly  doubled.  "All  paid 
newspapers  stagnate."  His 
year-old  SoHo  Grand  Hotel 
also  a  winner,  with  90%  occu- 
pancy. Hartz  Mountain  bene- 
fiting fi-om  pet  fad.  Gave  alma 
mater  NYU  $30  million  1988, 
name  now  on  business  school. 
Member  since  1982. 


Samuel  Jayson 
LeFrak 

$1.4  billion 

Real  estate.  New  York  City.  79 
Married,  4  children 
After  University  of  Maryland, 
joined  immigrant  father's 
construction  firm.  Took  over 
in  1948.  Bought  forests  for 
lumber  during  postwar  hous- 
ing shortages.  Later  made  his 
own  bricks,  concrete.  Became 
one  of  largest  U.S.  apartment 
owner-managers.  "I'm  like  a 
farmer,  but  rather  than  reap 
2  crops  a  year,  I  bring  in 
12 — each  month  when  our 
rents  are  due."  Member  since 
1982. 

Randolph  Apperson 
Hearst 

$1.4  billion 

Inheritance.  New  York  City.  81 

Twice  divorced, 

remarried; 

5  daughters 


William  Randolph 
Hearst  HI 

$800  million 

Inheritance.  San  Francisco.  48 

Married,  3  children 

Austin  Hearst 

$700  million 

Inheritance.  New  York  City.  45 

Married,  1  child 

George  Randolph 
Hearst  Jr. 

$700  million 

Inheritance.  Los  Angeles.  70 

Widowed,  divorced, 

remarried; 

4  children 

Phoebe  Hearst 
Cooke 

$700  million 

Inheritance.  San  Francisco.  70 

Divorced,  remarried; 

1  daughter 


Millicent  V. 
Boudjakdji 

$700  million 

Inheritance.  Los  Angeles.  57 

Married,  3  children 

David  Whitmire 
Hearst  Jr. 

$700  million 

Inheritance.  Los  Angeles.  52 
Single 

One  son,  6  grandchildren  of 
William  Randolph  Hearst  (d. 
1951),  media  magnate  who 
built  nation's  largest  newspa- 
per chain,  inspired  Orson 
Welles'  Citizen  Kane.  Name- 
sake William  III  abandoning 
news  for  Silicon  Valley,  now 
doing  deals  with  venture  cap- 
ital firm  Kleiner  Perkins, 
including  summer  initial 
public  offering  of  ©Home, 
deliverer  of  high-speed  Inter- 
net content  via  cable.  Hearst 
Corp.  also  in  big  deal  for 
Argyle  Television.  New  com- 
pany to  be  publicly  traded, 
allowing  first  peek  into  long- 
private  Hearst  empire,  which 
includes  newspapers  (12 
dailies),  broadcasting,  cable 
interests  (Lifetime,  ESPN), 
magazines  (Cosmopolitan, 
Esquire,  Good  Housekeep- 
ing), books.  Randolph 
Hearst  stepped  down  as  com- 
pany chairman  1996  after  23 
years;  replaced  by  nephew 
George.  Members  since 
1982. 

Curtis  LeRoy 
Carlson 

$1.4  billion 

Trading  stamps,  hotels,  travel. 
Long  Lake,  Minn.  83 
Married,  2  daughters 
Brains  behind  today's  cus- 
tomer-loyalty    award     pro- 
grams. Now  bringing  Gold 
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Conquering  the  Oceans 

The  legendary  Marine  Chronometer,  with  power  reserve  and 
traditional  oversized  second-hand  display.  The  self-winding 
mechanical  movement  has  passed  all  the  demanding  official 
chronometer  tests. 
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ULYSSE    NARDIN 


LE  LOCI 


Each  case  is  individually  numbered  and  is  water-resistant  to  660  feet. 
For  a  free  catalog  and  the  dealer  nearest  you,  call  800-457-5309. 
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Marine  Chronometer  1846 


Onng»  County's  Largest  Authorized  D—I»r 


de 


Boulle 


CONNECTION 

3033  S.  Bristol,  Costa  Mesa  (2  blocks  loadi  of  die  405) 

(714)  432-8200 


Dallas-   Finest    Jeweler 

5550A  Preston  Road  ♦  Dallas,  Tx  75205 
214-522-2400 
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CORNER  OF  55th  STREET 

700  FIFTH  AVENUE  ■  NEW  YORK,  N.Y.  10019 

TELEPHONE  (212)  597-9000 
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Bond  Stamps  idea  into  the 
electronic  age  with  Gold 
Points  Plus  card.  Started 
Gold  Bond  Trading  Stamps 
during  Depression,  evolved 
into  Carlson  Cos.:  travel, 
hotel,  restaurant,  marketing 
conglomerate.  Today  Radis- 
son  Hotels,  Country  Inns  & 
Suites,  T.G.I.  Friday's,  Carl- 
son Marketing  Group.  Slowly 
letting  go  of  reins:  energetic 
daughter  Marilyn  Nelson,  58, 
set  to  run  show.  Her  3  3 -year- 
old  son,  Curtis,  CEO  of 
Carlson  Hospitality  World- 
wide; next  in  line.  Other 
daughter,  Barbara  Gage, 
heads  family  foundation. 
Despite  quadruple  bypass 
surgery,  patriarch  still  in 
office  by  8  many  mornings. 
Advice  to  heirs:  "Don't  let 
the  bastards  grind  you 
down."  Member  since  1982. 

William  Clay  Ford 

$1.4  billion 

Ford  Motor  Co. 

Grosse  Pointe  Shores,  Mich.  72 

Married,  4  children 

Josephine  Ford 

$800  million 

Inheritance.  Grosse  Pointe  Farms, 
Mich.  74 

Married,  4  children 
Last  surviving  grandchildren 
of  Ford  Motor  Co.  founder 
Henry  Ford:  "I  invented 
the  modern  age."  Company 
nearly  bankrupted  1950s 
by  son  Edsel,  rebuilt 
by  Henry  II.  Battled  with 
Lee  lacocca,  fired  him  as 
president  1978.  Younger 
brother  William  started  at 
Ford  1949;  retired  as  finance 
committee  chair  1995. 
Son  William  Clay  Jr. 
filled  position,  successfully 
fought  for  fourth-generation 


27  members  of  The  Four  Hundred  have 
fortunes  derived  from  gas  or  oil. 


leadership  against  formidable 
opponents.  Part  owner 
Detroit  (football)  Lions. 
Josephine  (Dodie)  married 
to  Walter  B.  Ford  of  unrelat- 
ed Detroit  banking  family. 
Ford  Foundation  holds  over 
$7  billion  assets.  Ford 
family  collectively  owns  6% 
of  company  with  40%  voting 
power.  William  member 
since  1982.  Josephine  first 
appeared  on  list  1983. 


Kenny  A.  Troutt 

$1.4  billion 

Telecommunications.  Dallas.  49 
Divorced,  remarried;  2  sons 
After  purchasing  fiber-optics 
networker  Telco  Communica- 
tions for  $1.2  billion,  his 
Excel  Communications  mar- 
keting outfit  now  able  to 
transmit  phone  calls  over  own 
lines.  Substantial  long  dis- 
tance business  now  trying  to 


enter  local  phone  markets. 
Raised  in  Illinois  housing  *| 
project,  sold  insurance  part 
time;  company's  top  salesman 
senior  year  college.  Applied 
his  gift  for  sales  to  telecom- 
munications. Started  Excel  \\ 
1988  as  Avon-like  multilevel 
marketing  machine:  900,000 
independent  sales  representa- 
tives sell  phone  and  paging 
service,  recruit  new  reps. 
Member  since  1996. 


Richard  Rainwater 

He's  the  visionary.  His  wife,  Daria  Moore,  the  enforcer.  Just  ask  Col|imbia/HCA's  Ricl(  Scott. 
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The  art  of  the  spiel 


Donald  J.  Trump 

$1.4  billion 

Real  estate,  casinos.  New  York  City.  51 
Divorced,  separated  from  niodel  Maria  Maples; 
4  children 

The  art  of  the  comeback.^  With  New  York 
Cit)'  real  estate  sizzling,  the  irrepressible 
Donald  18  back  to  billionairedom.  Condo- 
miniums selling  out  fast  for  as  much  as 
$1,000  per  square  foot;  few  vacancies  in  his 
mosdy  eponymously  named  buildings.  But 
Atlantic  Cit)'  holdings  not  so  hot,  despite 
controlling  market's  top  2  casinos.  Trump 
Hotels  &  Casino  Resorts  stock  public  since 
1995,  now  selling  around  $10  from  its  $32 
high.  Aggressively  buying  stock  back  from 
investors  who  paid  higher  prices.  "Does 
that  make  me  a  bad  guy?"  So  far  has 
blocked  Steve  Wynn  (see)  whose  Mirage 
wants  to  build  new  Atlantic  City  casino.  "I 
haven't  exactly  noticed  any  pile  drivers 
puUing  up  to  the  site  yet,"  cracks  Trump. 
Net  worth  was  negative  $900  miUion  1990, 
but  the  Donald  now  claims  to  have  $500 
million  in  cash  alone.  Disputes  our  esti- 
mate. "The  real  number,"  he  insists,  "is 
$3.7  billion."  First  appeared  on  list  1982. 


Barbara  Piasecka 
Johnson 

$1.4  billion 

Inheritance.  Princeton,  N.J.  60 
Widowed 

Third  wife  of  John  Seward 
Johnson  (d.  1983);  son  of 
Johnson  &  Johnson  founder. 
Polish-born;  immigrated  to 
U.S.  in  1968.  Basia  became 
chambermaid  on  Johnson  es- 
tate; married  J.S.  3  years  later 
(8  days  after  his  divorce).  He 
was  76;  she,  34.  Buik  $15 
million  225-acre  Jasna  Polana 
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estate  in  Princeton.  Impres- 
sive art  collection:  Vermeer, 
Fra  Angelico,  Raphael,  Botti- 
celli; Greek,  Roman  sculpture. 
"Money  is  to  spend;  it  docs 
not  have  any  value  other 
wise."  Contested  late  hus- 
band's will,  resulting  in  ugly 
courtroom  battle  with  chil- 
dren from  his  first  marriage. 
In  settlement  Basia  scored 
substantial  Johnson  &  John- 
son stock.  Princeton  estate  to 
become  extra\agant  golf  club, 
still  under  construction. 
Member  since  1986. 


Richard  Edwin 
Marriott 

$1.4  billion 

Hotels.  Potomac,  Md.  58 

Married,  4  children 

John  Willard 
Marriott  Jr. 

$910  million 
Hotels.  Potomac,  Md.  65 
Married,  4  children 
Marriott  brothers  remain 
directors,  major  shareholders 
of  all  three  Marriott  compa- 
nies after  recent  spinoffs. 
Willard  Jr.  heads  Marriott 
International,  lodging  and  ser- 
vices firm.  Overseeing  move 
into  luxury  hotels,  including 
49%  of  Ritz-Carlton,  rights  to 
name  and  management  con- 
tracts. Concci\'ed  idea  for 
split.  After  initial  investor  jit- 
ters, success  led  to  second 
spinoff  of  airport,  highway 
concessions  into  Host  Mar- 
riott Services   1996.  Richard 


chairs  Host  Marriott  Corp., 
real  estate  side  created  in 
1993.  Recently  cashed  in  on 
high  TV  station  prices  by  sell- 
ing 4  stations  owned  by  pri- 
vate First  Media  Corp.  for 
$435  million.  Both  brothers 
U.  of  Utah  grads,  active  Mor- 
mons. First  appeared  on  list 
1986. 

Clemmie  Dixon 
Spangler  Jr. 

$1.4  billion 

Investments.  Charlotte,  N.C.  65 
Married,  2  children 
Reared  as  president  of  Univer- 
sit)'  of  North  Carolina  after 
11 -year  reign.  Returning  to 
head  family  construction  busi- 
ness founded  by  father,  but 
most  of  fortune  tied  up  in 
NationsBank  stock.  Spends 
summers  backpacking  in 
Rock\'  Mountains.  Recently 
returned  from  8 -day  trip  down 
Lewis  &  Clark  Trail.  Member 
since  1990. 
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Donald  Joyce  Hall 

$1.4  billion 
Hallmark  Cards. 
Mission  Hills,  Kans.  69 
Married.  3  children 

Barbara  Hall 
Marshall 

$675  million 
Hallmark  Cards. 
Kansas  City,  Mo.  73 
Widowed,  3  children 

Elizabeth  Ann  Reid 

$675  million 

Hallmark  Cards.  Fort  Worth.  75 
Divorced,  5  children 
Siblings.  Offspring  of  Joyce 
Hall  (d.  1982),  founder  of 
greeting-card  juggernaut  Hall- 
mark. Joyce  started  selling 
postcards  1906,  age  15.  Later 
sold  holiday  cards;  buddy 
Norman  Rockwell  provided 
Christmas  illustrations.  Made 
card  company  into  household 
name  with  ad  blitz  1920s.  Beat 
WWII  paper  rationing  by  con- 
vincing government  cards  were 
essential  to  national  morale. 
Donald  became  CEO  1966, 
resigned  1986,  now  chairman. 
Tough  boss:  "The  worst  thing 
you  can  do  in  front  of  Don 
Hall  is  show  emotion." 
Bought  Crayola  crayonmaker 
1984;  added  TV^  miniseries 
producer  1994  for  $365  mil- 
lion. Sisters  not  involved  in 
running  business,  "just  plain 
Midwest  folk  who  happen  to 
be  the  progeny  of  genius." 
Elizabeth:  reclusive  Texan. 
'Barbara:  former  design  critic. 
Members  since  1982. 

Amos  Barr 
Hostetter  Jr. 

$1.3  billion 
Cable  TV.  Boston.  60 
Married,  3  children 
After     selling     Continental 
Cablevision  last  year  for  nearly 
Sll  billion,  Hostetter  abrupt- 
ly resigned  in  August  when 
new      parent      US      West 


Big  sky  guy 


Dennis  Washington 
The  St.  Eval, 
an  old  WWII 
relic,  is 
the  shipping 
magnate's  star 
tugboat. 


Dennis  Washington 


$1.4  billion 

Mining,  railroads.  Missoula,  Mont.  63 
Married,  2  sons 

Creative  entrepreneur.  Hit  home  run  with  Morrison  Knudscn,  taking  control  of  previ- 
ously mismanaged  company  last  year  and  rebuilding;  last  year  M-K  bought  half  of 
Washington-owned  copper  mine  in  Butte.  Washington  started  as  heavy-crane  operator; 
with  $30,000  loan  expanded  into  Montana's  biggest  contractor.  Sharp  eye  for  bargain- 
priced  assets.  Bought  idle  Ajiaconda  copper  mine,  reopened  with  nonunion  labor  and 
profit  sharing;  soon  low-cost  producer.  Investment  $18  million.  Sold  half  for  $125 
million  1989.  Bought  newly  named  Montana  Rail  Link  from  Burlington  Northern 
1987.  Also  control  of  Kasler  Holding,  leading  California  road  and  bridge  builder.  Sur- 
vived polio  in  childhood,  prostatitis  1991.  Owns  jumbo  yachts,  British  Columbia 
island  with  golf  course,  68,000-acre  Oregon  ranch  once  owned  by  late  Bhagwan  Shree 
Rajneesh.  Member  since  1989. 


announced  plans  to  move  his 
operation  to  Denver.  Son  of 
New  Jersey  stockbroker, 
cofounded  company  1963 
with  $4,000  borrowed  from 
dad.  Acquired,  built  cable 
franchises.  Over  4  million  sub- 
scribers at  time  of  US  West 
sale.  Getting  into  emerging 
markets  under  MediaOne 
banner.  Also  investments  in 
The  Golf  Network,  E!,  Home 
Shopping  Network,  TV  Food 
Network".  Member  since 
1986. 


Charles  Cassius 
Gates  Jr. 

$1.3  billion 

Manufacturing.  Denver.  76 
Married,  2  children 
Charles'  father  followed  Gold 
Rush  west,  bought  tire  cover 
company  1911;  Uncle 
invented  automotive  V-belt 
1917,  became  leading  pro- 
ducer. Charles  Jr.  studied 
engineering  at  Stanford, 
inherited  business  with 
4  sisters  1961.  Diversified: 


bought  Lcarjet  Inc.  1967, 
turned  company  around,  sold 
1987.  Also  Hamilton  Oil: 
1991  merger  yielded  over 
$100  million  in  stock.  Sold 
Gates  Rubber  Co.  to 
London-based  Tomkins  last 
year  for  $1.16  billion.  Still 
owns  oil  and  gas  properties, 
plus  150,000  acres  ranch 
land,  700  acres  commercial 
real  estate  in  Colorado 
Springs.  Active  in  Denver 
Museum  of  Natural  History. 
Member  since  1982. 
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The  Bosporus  Bridge  connects 
people  on  two  continents. 
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We  connect  people  on  all 


NEC  multimedia  links  the  world. 

These  days,  many  people  think  of  multimedia  as 
simply  sound  and  video  on  a  computer.  But  at  NEC,  we 
believe  it  means  a  great  deal  more. 

It   means   international   satellite   systems   and 
other  wireless  technologies  that  allow 
children  in  a  remote  village  in  China 
to   study   geography   with   a   teacher 
in  Los  Angeles.  It  also  means  imag- 


ing products  and  powerful 
memory  chips  that  allow 
bio-researchers  in  the  Arctic 
circle  to  share  data  with  col- 
leagues in  Helsinki. 
In  short,  whether  you're  halfway  down  the 
block  or  hatfway  around  the  world,  NEC's  multimedia 
tools  help  you  communicate.  You  see,  NEC  has  a 
simple  philosophy  about  the  power  of  multimedia.  We 
believe  that  by  connecting  different  technologies,  we 
do  something  even  more  important.  Connect  people. 

For  more  information,  call  1-800-338-9549  or 
visit  us  at  www.nec.com.  And  find  out  what  kind  of 
bridges  we  can  build  for  you. 


©  1997  NEC  USA,  Inc. 
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28  members  of  The  Four  Hundred  have 
fortunes  derived  from  real  estate. 


Richard  N. 
Goldman 

$1.3  billion 

Inheritance.  San  Francisco.  77 
Widowed,  3  children 
Widower  of  Rhoda  Haas 
Goldman  (d.  1996),  one  of 
estimated  200  heirs  to  Levi 
Strauss  fortune.  Last  year's 
LBO  of  Levi  Strauss  &  Co., 
engineered  by  company 
CEO,  Robert  D.  Haas,  great- 
great  grandnephew  of  Levi 
Strauss  (see)^  sparked  divisive 
family  feud.  Rhoda  and  fami- 


ly cashed  out  for  estimated 
SI. 3  billion.  Other  family 
members'  shares  now  held  in 
15-year  voting  trust.  Richard: 
insurance  executive,  active  in 
The  Richard  and  Rhoda 
Goldman  Fund,  a  patron  of 
environmental  and  cultural 
causes.  Member  since  1996. 

Carl  Ray  Pohlad 

$1.3  billion 

Banking,  investments. 
Minneapolis.  82 
Married,  3  children 


Pohlad  has  been  trying  to 
cajole  Minneapolis  taxpayers 
into  paying  for  new,  retract- 
able-roof stadium  for -his  Min- 
nesota Twins.  So  far  no  luck, 
but  Pohlad  has  a  new  club: 
rumored  to  be  negotiating  a 
move  to  North  Carolina  or 
Virginia.  Originally  found  call- 
ing when  brother-in-law,  bank 
chief  executive  officer,  died: 
Carl  stepped  in  1955;  built 
still-thriving  banking  and  bot- 
tling empire.  Not  bad  for  col- 
lege dropout,  former  used  car 
salesman.  Member  since  1984. 


Carl  Icahn 

The  medical  school  dropout  is  looking  for  a  way  to  resuscitate  IMarvel  Entertainment. 


Laurance  Spelman 
Rockefeller 

$1.3  billion 

Inheritance.  New  York  City.  87 
Widowed;  3  daughters,  1  son 
Grandson  of  Standard  Oil 
patriarch  John  D.  Rockefeller. 
With  brother  David  (see)^  main 
investor  of  his  generation. 
Bought  John  D.  Sr.'s  seat  on 
the  New  York  Stock  Exchange. 
Generated  heft\'  returns  on 
sophisticated  venture  capital 
investments  seeded  from  huge 
1934  trust:  Eastern  Air  Lines, 
McDonnell  Douglas,  Apple 
Computer.  Built  remote, 
exclusive  Rock  Resorts  in  the 
Caribbean  and  Hawaii. 
Chaired  Rockefeller  Center 
Inc.  1953-66.  Active  environ- 
mentaUst,  gave  thousands  of 
acres,  other  real  estate,  money 
to  national  parks,  reserv-es,  etc. 
Donated  $36  million  to 
Memorial  Sloan-Kettering, 
$21  milHon  to  Princeton, 
other  gifts.  Relaxes  at  Pocanti- 
co  Hills,  home  of  his  grandfa- 
ther. Member  since  1982. 

Eli  Broad 

$1.3  billion 

Home  building,  financial  services. 
Los  Angeles.  64 
Married,  2  children 
Rescued  flagging  Disney  Hall 
project  this  year  with  pal,  Los 
Angeles  Mayor  Richard  Rior- 
dan.  Raised  $100  million  to 
finish  Frank  Gehry-designed 
building  that  civic  leaders 
promise  will  anchor  new 
downtown  Los  Angeles.  Son 
of  Lithuanian  immigrants, 
made  two  fortunes  off  baby 
boomers:  first  by  building 
them  houses,  then  by  provid- 
ing them  with  retirement  sav- 
ings investments.  SunAmerica 
stock  up  (split-adjusted)  from 
70  cents  to  $36  since  1990. 
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Diabolo  de  Cartier  pen 

Hand  crafted  18  carat  gold  nib,  $285. 


150     YEARS     OF     HISTORY     AND     ROMANCE 


ATLANTA  •  BAL  HARBOUR  •  BEVERLY  HILLS  •  BOCA  RATON  ■  BOSTON  •  CHEVY  CHASE  ■  CHICAGO  ■  DALLAS  ■  HONOLULU 

HOUSTON  ■  LAS  VEGAS  ■  MONTREAL  ■  NEW  YORK  ■  PALM  BEACH  •  SAN  DIEGO  •  SAN  FRANCISCO  ■  SOUTH  COAST  PLAZA  •  ST,  LOUIS 

TORONTO  •  VANCOUVER  •  ARUBA  ■  FREEPORT  ■  NASSAU  -  SAN  JUAN  •  ST,  BARTHELEMY  ■  ST,  MARTIN  ■  ST,  THOMAS 

For  a  copy  of  our  catalog,  call  1-800-CARTIER 
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60  members  of  The  Four  Hundred 

arewomen. 


Henry  Kravis 

With  $5.8  billion  on  hand, 

Kravis  is  looking  for  new 

buyouts. 


Longtime  friend  and  donor  to 
Clinton;  sleepover  guest  at 
White  House.  Contemporary 
art  fanatic.  Charged  $2.5  mil- 
Uon  to  his  American  Express 
card  to  snatch  up  a  Roy  Lich- 


tenstein  painting — got  all  the 
frequent  flier  miles  to  boot. 
Member  since  1989. 

Paul  Mellon 

$1.3  billion 
Inheritance,  finance. 
L)pperv/'e,  Va.  90 
Widoweo     married;  2  children 
by  first  wii 


Son  of  Andrew  Mellon^  in- 
spired investor,  financier,  who 
hit  peak  of  career  as  U.S.  Sec- 
retary of  Treasury  (1921-32), 
founded  the  National  Gallery 
(see  Mellon  family).  Paul 
lonely,  vulnerable  as  a  child, 
felt  ahenated  as  student:  "My 
isolation  in  university  allowed 
me  to  be  completely  unaware 
of  unemployed  farmers  living 
at  subsistence  level  only  a  few 
miles  away  as  the  Depression 
took  grip."  Felt  grave  respon- 
sibilities accompanied  his 
great  wealth:  "Wealth  offers 
no  immunity  against  pain  and 
sorrow."  Sessions  with  Carl 
Jung  helped  ease  his  way.  In 
time  settled  down  to  life  of 
gentleman  farmer,  art  collec- 
tor. Has  given  over  $300  mil- 
lion in  paintings  alone  to  var- 
ious institutes;  helped  buy 
land  for  Cape  Hatteras 
National  Seashore  preserve; 
donated  half  of  John  Locke's 
library  to  Oxford.  Member 
since  1982. 

Roberto  Goizueta 

$1.3  billion 

Coca-Cola.  Atlanta.  65 
Married,  3  children 
Cuban  exile:  never  returned 
from  family  vacation  to  Miami 
in  1961.  Joined  Coke  in  1954 
as  a  chemist  in  Havana  after 
answering  newspaper  ad.  U.S. 
citizen  1969.  Coke  CEO  since 

1981.  Introduced  Diet  Coke 

1982,  saw  Coca-Cola  become 
world's  biggest  trademark. 
Public  speaker,  philanthropist: 
plans  to  leave  most  of  fortune 
to  charity.  Owner  of  prize  pup 
corgi.  Just  Enuff  of  the  Real 
Thing.  Man  who  put  fizz  in 
Coke  now  being  treated  for 
lung  cancer.  Coke  stock  up 
3,900%  since  taking  helm;  has 
never  sold  a  share.  Member 
since  1992. 


Michael  Birck 
and  family 

$1.2  billion 

Tellabs,  Inc.  Hinsdale,  III.  59 
Married,  3  children 
Ex-engineer  from  Bell  Labs 
who  ditched  bureaucracy, 
founded  telecommunications 
equipment  company  Tellabs. 
Grew  up  on  farm  in  Indiana, 
only  one  in  his  graduating  class 
of  11  to  go  to  college 
(Purdue).  Started  Tellabs  with 
plywood  workbench,  used  sol- 
dering machine,  used  oscillo- 
scope. First  major  product  was 
echo  suppressors  for  AT&T 
competitors  who  didn't  want 
to  depend  on  Bell  hardware. 
Continued  to  grow,  even  after 
Bell  breakup  dramatically 
increased  competition.  Still 
posting  record  figures,  stock 
up  more  than  50-fold  in  last  4 
years.  Member  since  1996. 

Bradley  Wayne 
Hughes 

$1.2  billion 

Public  Storage.  Glendale,  Calif.  64 
Married,  3  children 
Finished  consolidation  of  20- 
odd  public  companies  into  one 
storage  empire:  Public  Storage 
Inc.  Got  start  in  storage  1972 
after  stopping  at  a  warehouse 
on  road  trip  and  learning  it 
was  full.  Littie  business  at  first 
due  to  "Private  Storage"  sign 
advertising:  people  thought  it 
was  closed  to  general  public. 
Changed  name,  customers 
started  coming.  Discovered 
storage  generated  same  rent 
per  square  foot  as  garden 
apartments.  Bought  out  Volk 
in  mid-1980s.  With  family, 
owns  36%  of  largest  self-stor- 
age company  in  U.S.,  over  half 
a  million  tenants.  Prominent 
Thoroughbred  breeder.  Mem- 
ber since  1996. 
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You  May  Find  Global  Performance. 


Cumulative  Total  returns 

10-Year                               5-Year 

218.1% 

1  18.1% 

Average  annual  Total  Returns' 

1-Year 

5-Year 

10-Year 

22.9% 

16.9% 

12.3% 

I 
I 


I 
I 


Templeton  World  Fund 

■  If  you're  still  pondering  the  thought  of  whether 
to  broaden  your  investment  spectrum  to  include 
global  companies,  you  may  want  to  consider 
the  Templeton  World  Fund: 

5-Star  Rated  by 
morningstar,  inc. 

The  Templeton  World  Fund's  Class  I 
shares  received  a  5 -star  rating  by 
Morningstar,    Inc.    overall    and 
among  525,  235  and  85  inter- 
national equity  funds  for  the  3-, 
5-  and   10-year  periods,  ended 
6/30/97." 

One  of  the  Top  10  Performing 
Global  Funds  as  Listed  by 
The  Wall  Street  Journal 

The  Templeton  World  Fund  was  listed  as 
one  of  the  top  1 0  performing  global  funds  in 
The  Wall  Street  Journal  Mutual  Fund  Quarterly 

Foreign  iovcstiflg  involvts  special  risks  including  cuncncy  fluctuations  and  political 
uncertainty. 

'Mbrmancc  figures,  ratings  and  rankings  shown  pertain  only  to  Class  I  shores  of  the  fund. 
The  hind  offers  other  share  dosses,  which  art  subject  to  different  fees  and  expenses  which  will 
alfat  their  performance.  Please  set  the  prospectus  for  more  uiformation. 
Cumulative  lotul  returns  show  the  percent  change  in  nalue  of  an  investment  and  average 
annual  total  returns  represent  the  average  annual  increase  in  value  of  an  investment  over  the 
mdicated  penods,  mded  6/30/97  M  calculations  have  been  restated  to  reflect  the  current 
maxiinum  5  75%  uiitial  sales  charge  and  assume  reuivestment  of  dividends  and  capital  gains 
at  net  asset  value.  Such  restatement  may  change  actual  total  returns.  Effective  January  I , 
1993,  the  fund  implemented  a  Rule  1 2b- 1  plan,  which  affects  subsequent  performance. 


Review  based  on  data  compiled  by  Lipper  Analytical 

Services,  Inc. ^ The  fund  was  ranked  #12  out  of  175; 

#3  out  of  45;  and  #3  out  of  18  global  funds 

for  the    1-,  5-  and   10-year  periods,  ended 

6/30/97.^ 

Our  Value-Oriented  Approach 

Templeton  World   Fund   seeks   to 
offer    long-term    capital    growth 
through    a    flexible    policy    of 
investing    in    stocks    and    debt 
obligations    of  companies    and 
governments    of    any    nation. 
Although,  past  performance  can- 
not guarantee  future  results,  the 
fund's  value-oriented  approach  has 
historically    led    to    strong    perfor- 
mance over  the  long-term. 

■  Call  your  investment  representative  or 
Templeton  today. 


Investment  return  and  principal  value  will  fluctuate  so  that  your  shores,  when  redeemed,  may 
be  worth  more  or  less  than  itieir  original  cost. 

f'Momingstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of 
6/30/97,  The  ratings  are  subject  to  change  every  month.  Morningstar  ratings  are  calcu- 
lated from  the  fund's  three-,  five-  and  ten-year  average  annual  returns  in  excess  of  90-day 
Treasury  bill  returns  with  appropriate  sales  charge  adjustments,  and  a  risk  factor  that  reflects 
fund  performance  below  90-day  T-bill  returns.  Ten  percent  of  the  funds  in  an  investment 
category  receive  five  stars. 

"^TheWall  Street  Journal  Mutual  Fund  Quarterly  Review,  July  3, 1997  issue. 
■^"^Source:  Lipper  /^nolyticul  Services,  Inc.  Lipper  figures  do  not  include  sales  charges. 
fast  performance  does  not  guarantee  fiiture  results. 
Franklin  Templeton  Distributors,  Inc. 


Call    1 -800-342-FU  N  D    Ext.    T274 


YES'  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Templeton  World  Fund,  incluchng  sales  charges,  expenses  and  risks.  I  will  read  it 
carefully  before  I  invest  or  send  money. 
D  I  am  currently  a  Templeton  shareholder 

Name 


FOB  I  0/97 
T274 


Adchess 


-  Ibmpleton 

■■-    WORLDWIDE 

100    Fountain    Parkway 

St.  Petersburg,  FL  33716-1205 

A  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 


Cicy/State/Zip 


Daytime  Phone 


Michael  Rubens  Bloomberg 

$1.3  billion 

Financial  news.  New  York  City.  55 
Divorced,  2  daughters 

His  computer  terminals,  proN-iding  ever\thing  from  stock  quotes  to  sumo  scores,  stole 
march  on  established  providers  of  financial  information,  like  Dow  Jones.  Startup  was 
financed  by  Merrill  Lynch,  but  last  year  Bloomberg  bought  back  10%  of  Merrill's 
share;  now  owns  80%  personally.  Harvard  Business  grad,  to  Salomon  Brothers  as  pro- 
cessing clerk  1966.  By  1973  head  of  equit>-  trading,  sales;  lost  power  struggle,  left  with 
$20  million  1981.  Developed  computerized  data  service  for  Treasury  bond  traders  and 
expanded  from  there.  Today  82,000  Bloomberg  terminals.  Also  24-hour  satellite  and 
cable  all-news  TV.  Man-about-town.  To  Lx)ndon"^  Guardian  newspaper:  "I  like  the 
theater,  dining  and  chasing  women.  Let  me  put  ii  di  s  way:  I  am  a  single,  straight  bil- 
lionaire in  Manhattan.  It's  like  a  wet  dream."  Member  since  1992. 


Harold  Clark 
Simmons 

$1,2  billion 

Investments.  Dallas.  66 
Twice  divorced,  remarried; 
4  daughters,  2  stepchildren 
Dubious  honor  of  being  only 
Forbes  400  member  singled 
out  for  line-item  veto.  Clinton 
axed  Republican  loophole 
inspired  by  Simmons'  S260 
million  tax-free  sale  of  beet- 
sugar- refining  company  to  co- 
op farmers.  Back  home,  sued 
by  2  daughters  ( 1  fi-om  each  of 
first  2  marriages)  for  control  of 
trust.  Alleged  Simmons  used 
trust  funds  to  make  illegal 
campaign  contribuuons,  buy 
jewelry  for  third  wife,  fly 
around  in  plane.  "They're 
mosdy  disturbed  children  who 
need  guardians."  Son  of  Texas 
teachers,  saved  S5,000, 
bought  Dallas  drugstore  1961. 
Built  100-store  chain;  sold  for 
S50  million  1973.  Built  con- 
glomerate with  hostile 
takeovers.  Through  holding 
companies  Valhi  and  Tremont 
owns  70%  NL  Industries. 
Member  since  1983. 

Edward  Lewis 
Gaylord 

$1.2  billion 

Media.  Oklahoma  City.  78 
Married,  4  children 
A  month  after  purchasing 
Christian  music  company 
Word  Records  for  S120  mil- 
lion, country  music's  richest 
man  unloaded  his  2  prized 
cable  net%vorks,  Countn.' 
Music  Television  and  The 
Nashville  Net\vork,  for  SI. 5 
billion  Westinghouse  stock. 
Hung  on  to  radio,  real  estate. 
Father  E.K.  bought  into  Daily 
Oklahoman  1903,  became 
state  power  broker.  Added  T\', 
radio,  more  newspapers.  E.L. 
took  over  after  father's  death 
1974,  age  101.  Pushed  hard 
into  country:  bought  Grand 
Ole  Opry,  Opryland  USA, 
Nashville  Network.  Took  Gay- 
lord  public  1991.  With  family. 
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Rockporf 


ONG  SOMETIMES 


james  j.  cramer, 

financial  guru, 

founder  of  the  street.com 


TO 

a 

TO 


> 


be  comfortable,  uncompromise.  start  with  your  feet. 


At  97,  Irene  Pennington  is  the 
oldest  member  of  The  Four  Hundred. 


Dirk  Ziff 

Putting  daddy's  money  to  work,  with  help  from  the  pros. 


still  controls  60%  of  company. 
Member  since  1982. 

Henry  R.  Kravis 

$1.2  billion 

LBOs.  New  York  City.  53 
Twice  divorced,  remarried; 
2  children 

George  R.  Roberts 

$1.2  billion 

LBOs.  San  Francisco.  53 
Married,  3  children 
With  stock  prices  sky-high, 
these  cousins  are  waiting  for 
right  moment  to  invest  their 
largest-ever  pool  of  money: 
$5.8  billion.  Last  year  the 
firm  reaped  $6.5  billion 
return  for  its  investors  by  sell- 
ing off  1987   fund   invest- 


ments: American  Re  for  $3.3 
biUion;  Stop  &  Shop  for  $1.8 
billion.  Also  traded  Duracell 
for  $7.8  billion  in  Gillette 
stock.  Partners  left  Bear, 
Stearns  to  form  leveraged 
buyout  shop  Kohlberg  Kravis 
Roberts  1976  with  mentor 
Jerome  Kohlberg  (see). 
Kohlberg  left  1987  after 
friendly  "bootstrap"  deals 
turned  into  mammoth,  hostile 
takeovers.  KKR's  modus 
operandi:  big  deals,  low  risk, 
big  fees — often  20%  of  profits. 
Finished  last  year  buying  child 
care  company  KinderCare  and 
sporting-goods-maker  Even- 
flo  and  Spalding.  Henry:  high 
social  profile  New  York  City, 
tieorge:  lies  low  on  West 
Coast.  Members  since 
1986. 


I  Dirk  Edward  Ziff 

:^ 

o 

I  $1.2  billion 

s  Inheritance,  investments? . 

I  New  York  City.  33 

I  Engaged  (to  former  Forbes  reporter) 

Robert  David  Ziff 

$1.2  billion 

Inheritance,  investments. 
New  York  City.  31 
Single 

Daniel  Morton  Ziff 

$1.2  billion 

Inheritance,  investments. 
New  York  City.  25 
Single 

Brothers.  Rock  star  pretender 
Dirk  oversees  cash  ft'om  1994 
sale  of  father's  publishing 
empire  through  Ziff  Brothers 
Investments.  Spreads  money 
Bass-brothers-st)'le:  cherry-picks 
top  money  managers  to  invest 
brothers'  funds  in  areas  of 
expertise.  Latest  ventures:  $250 
million  in  Asia  partnership  run 
by  former  head  of  Morgan 
Stanley's  Asia  investments; 
stakes  in  Russian  oil,  cement 
and  media  companies.  All  3 
brothers  work  for  ZBI.  Dirk: 
Columbia,  Harvard  M.B.A. 
Robert:  Harvard,  Cornell  Law. 
Daniel:  Columbia  undergrad. 
Father,  William  Jr.,  took  his 
father's  Ziff-Davis  publishing 
house,  expanded  into  auto, 
computer  magazines,  TV.  Sold 
off  auto  mags  when  fighting 
cancer  1980  to  Rupert  Mur- 
doch, CBS  for  $713  million; 
TV  stations  for  $100  million 
1983.  Recovered  fi-om  cancer, 
retired  1993,  handed  reins  to 
children.  Brothers  quickly  sold 
oflfrest  of  publisliing.  Total  pro- 
ceeds: $2.1  billion.  Dirk  big 
giver  to  Democrats;  played 
guitar  in  Carly  Simon's  band. 
Members  since  1994. 


Patrick  Joseph 
McGovern 

$1.2  billion 

Publishing.  Nashua,  N.H.  60 
Divorced,  remarried;  4  children 
Inveterate  traveler;  trekked  to 
Antarctica  this  year  for  laimch 
of  Computerworld  South 
Pole,  seventh  continent  where 
IDG  publishes.  Public  may 
soon  get  bite  of  his  publishing 
kingdom  with  upcoming  IDG 
Books  ("For  Dummies"  series) 
IPO.  Still  leads  global  com- 
puter publishing  and  informa- 
tion business;  arsenal  includes 
280  magazines,  computer 
trade  shows,  research  firm 
IDC  and  book  division.  Sales 
over  $1.7  billion.  Industry 
pundit:  "Large,  rigidly  hierar- 
chical organizations  will  be  the 
victims  of  the  digital  world, 
not  its  masters."  Built  ticktack- 
toe  machine  tenth  grade;  won 
scholarship  to  MIT,  studied 
biophysics,  computer  science. 
Launched  IDG  1964.  Has 
grown  20%  to  30%  annually, 
but  McGovern  still  sting\': 
despite  cache  of  frequent  flier 
miles,  rarely  upgrades  from 
coach.  Member  since  1982. 

George  B.  Kaiser 

$1.2  billion 

Oil  and  gas,  banking,  real  estate. 
Tulsa,  Okla.  55 
Married,  3  children 
First  love,  oil,  made  him  rich; 
second,  banking,  made  him 
billionaire.  Now  expanding 
banking  interests  into  Texas; 
seeking  "merger  of  equals." 
Kaiser-Francis  Oil  adding 
exploration  efforts  in  south 
Texas.  Owns  more  than  50 
on-shore  oil  rigs;  operates 
none:  "We  are  probably  the 
world's  largest  dormant 
driller."  Third  interest  is  real 
estate:  18  retirement  centers,  7 
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Available  at  select 

NORDSTROM 


The  Bourbon  Street  Collection.  Lightweight,  durable  and  with  a  look  that's  equally  at  home  at  the  big  presentation 
or  the  local  bistro,  these  shoes  are  engineered  without  compromise  to  be  some  of  the  most  comfortable  shoes 
in  which  you  can  do  business.  Call  1-800-ROCKPORT  or  visit  www.rockport.com 


be  comfortable,  uncompromise:  start  with  your  feet. 


u^nTi 


shopping  centers,  7  office 
complexes.  Wants  to  sell  all 
but  retirement  centers:  "I'm 
not  a  good  passive  investor. 
We're  a  dilettante  in  real 
estate."  Works  weekends, 
evenings:  "I  will  probably  die 
at  my  desk."  Gives  money  to 
Oklahoma- based  charities  in 
tribute  to  his  family,  who  fled 
Nazi  Germany  1938.  Member 
since  1992. 

Donald  John  lyson 

$1.2  billion 

Tyson  Foods  Inc.  Springdale,  Ark.  67 
Married,  3  children 
Father  John  Tyson  founded 
Tyson  Feed  &  Hatchery,  one- 
truck  chicken  business,  during 
Depression.  Went  public  as 
Tyson  Foods  1963.  Son  Don 
left  Universit}'.  of  Arkansas  in 
senior  year  to  join  company 
1952;  took  helm  with  half- 
brother  Randal  (d.  1986) 
when  father  died  in  car-train 
wreck  1967;  company  con- 
trolled less  dian  2%  U.S.  chick- 
en market.  Today,  nation's 
leading  supplier  with  23%  of 
the  market,  $6.5  billion  sales. 
Failed  in  recent  attempts  to 
expand  into  pork  processing 
and  beef;  stickin'  with  chicken. 
Major  accounts  with  McDon- 
ald's, Kentucky  Fried  Chicken. 
Ships  to  57  countries.  Don 
media  magnet  of  both  favor- 
able (successfiil,  good  ol'  boy, 
chicken  king)  and  unfavorable 
(bribery,  political  fimding, 
insider  trading)  press.  Stepped 
down  as  chairman  1995, 
remains  senior  chairman. 
Member  since  1986. 

Charles  B.  Wang 

$1.1  billion 
Computer  Associates. 
New  York  City.  53 
Married,  2  children 
Mainframe  software  giant  suc- 
cessfully     invading      robust 
client-ser\'er  market.  On  deck: 
a  Unicentcr  line  of  enterprise 
management   software.    Co- 
founder  Wang  born  Shanghai, 


/ 


A  world  lost,  a  billion  found 


Steven  Allen  Spielberg 


$1.1  billion 

Movies.  Palisades,  Calif.  49 
Divorced,  remarried;  5  children 

Found  gold  in  Lost  World,  Jurassic  Park  sequel.  With  dino  flick  fast  approaching  $500 
million  worldwide  at  the  box  office,  Hollnvood's  most  commercially  successftil  film- 
maker should  gross  nearly  $300  million  this  )'ear  alone.  In  movies  all  his  lite.  Ran 
movie  house  in  parents'  living  room.  Made  first  feature-length  film  with  $400  bor- 
rowed from  father;  grossed  $500.  Snubbed  by  top  fihn  schools;  dropped  out  of  Cal 
State  Long  Beach  afiier  3  years;  signed  with  Uni\'ersal  at  $275  a  week  directing  TV 
shows.  With  Jaws  1975,  began  streak  of  blockbusters:  Raiders  of  the  Lost  Ark,  Close 
Encounters  of  the  Third  Kind,  E.T.,  Jurassic  Park.  Best  deal  in  town:  litde  upfi-ont 
salary,  huge  slice  of  rc\enues,  profits.  Now  aiming  to  continue  the  hitmaking  with  his 
new  studio,  DreamWorks  SKG.  First  appeared  on  list  1987. 
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n  experienced  guide  on  the  road  to  wealth. 


JLf  wealth  is  a  destination,  one  firm  is  uniquely  capable  of  helping  its  clients  make  the  journey. 
That  company  is  U.S.  Trust.  Since  1853,  we  have  displayed  a  consistent  ability  to  help  clients  build 
their  assets.  As  a  result,  U.S.  Trust  is  one  of  America's  premier  wealth  management  firms. 

U.S.  Trust's  seasoned  professionals  offer  comprehensive  wealth  management  services,  beginning 
with  a  proven  investment  process.  We  provide  numerous  tax- intelligent  investment  options, 
including  domestic  and  international  equities,  taxable  and  tax-exempt  bonds  and  venture  capital 
opportunities.  Of  course,  true  wealth  management  encompasses  more  than  prudent  investing.  So 
we  also  provide  an  array  of  sophisticated  services,  including  private  banking  and  financial,  estate 
and  retirement  planning. 

For  detailed  information  regarding  our  ability  to  help  build  and  manage  your  wealth,  call 
Richard  E.  Foley,  Managing  Director,  at  1-800-U.S.  TRUST  or  visit  www.ustrust.com. 


US 


A  TRADITION  OF  GROWING  ASSETS 


NEW  YORK      BOCA  RATON      COSTA  MESA      DALLAS      GARDEN  CITY      GREENWICH      HOUSTON      LOS  ANGELES 
NAPLES     PALM  BEACH     PORTLAND     PRINCETON     SAN  FRANCISCO     STAMFORD     WASHINGTON  D.C.     WEST  HARTFORD 


Daniel  Zif  f ,  25,  is  the  youngest  member  of 

The  Forbes  Four  Hundred. 


fled  with  family  in  1952.  Grad- 
uated from  Queens  College 
with  a  degree  in  math.  Found- 
ed Computer  Associates  1976. 
Started  small,  traded  comput- 
er services  for  free  rent  in 
Manhattan.  "When  we  ran  out 
of  money,  we  went  and  got  a 
new  credit  card."  IPO  in  1981 
raised  only  $3.2  million.  Today 
third-largest  independent  soft- 
waremaker,  behind  Microsoft 
and  Oracle.  Known  for  blunt- 
ness,  love  of  basketball,  now 
trying  to  soften  aggressive,  liti- 
gious image.  Wrote  cookbook 
Wok  Like  a  Man.  Donated  $25 
million  for  new  building  at 
SUNY  Stony  Brook.  Buying 
up  real  estate  on  Long  Island's 
old-monied  North  Shore. 
Member  since  1995. 


Winthrop  Paul 
Rockefeller 

$1.1  billion 

Inheritance.  Morrilton,  Ark.  49 
Divorced,  remarried;  7  children 
Great-grandson  of  John  D. 
Rockefeller  following  daddy's 
footsteps:  now  lieutenant  gov- 
ernor of  Arkansas.  Father 
Winthrop  (d.  1973)  revitalized 
GOP  in  Arkansas,  was  state's 
first  Republican  governor 
(1967-71)  since  Reconstruc- 
tion. Built  927-acre  estate, 
Winrock,  atop  Petit  Jean 
Mountain;  became  famous 
among  cattle  buyers  for  his 
Santa  Gertrudis  stock.  His 
foundation  funds  business 
development  projects.  Son 
Win  (a  "down-home  Rocke- 


feller") set  up  Law  Enforce- 
ment Assistant  Foundation  to 
aid  local  sheriffs;  has  accompa- 
nied area  pohce  on.  patrol. 
Children  attend  public  schools 
as  "matter  of  principle." 
Member  since  1982. 

Frederick  Woodruff 
Field 

$1.1  billion 

Media.  Beverly  Hills.  45 
Divorced  3  times,  6  daughters 
Marshall  Field  department 
store  scion,  now  unlikely 
champion  of  rap  music.  His 
Interscope  Records  one  of 
industry's  biggest  purveyors  of 
so-called  gangsta  rap.  Sold 
50%  to  Time  Warner  for  $125 
million,  bought  back  at  dis- 


count after  Time  Warner 
came  under  fire  for  label's  vio- 
lent lyrics  1995.  Sold  same 
50%  months  later  for  $200 
milhon  to  Edgar  Bronfman's 
Universal  Music  Group. 
Entertainment  giant  now  said 
to  be  figuring  out  way  to  slice 
off  label's  cancerous  Death 
Row  imprint.  "Ted"  got  into 
entertainment  after  clash  with 
half-brother  Marshall  forced 
liquidation  of  family's  retail, 
media  empire.  Left  Chicago 
for  Hollywood,  started  Inter- 
scope movie  company 
(Jumanji,  Mr.  Holland's 
Opus)-.,  eventually  sold  to 
PolyGram.  Interscope  Rec- 
ords is  the  hottest  label  in  the 
music  business.  Member  since 
1982. 


Charles  Wang 
Known  for  his 
bluntness  and 
aggressive  style, 
Wang  is  trying 
to  soften  his  image 
with  a  new  cook- 
book, Wok  Uke 
a  Man. 
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Cancel  tne  warm  milk. 
I  dont  tnink  111  need  it." 


Tke  advantages  of  a  Four  Seasons  Hotel  are  oLvious  even  in  tke  dark.  Tkere  s  tke  sensation  of  skpping 
ketween  fine  cotton  skeets,  tkougktfully  Frenck-folded  for  dreamlike  comfort.  Tke  luxury  of  curkng  up  under 
our  goose-down  duvets.  Tke  kack-sootking  firmness  of  our  mattresses,  eack  custom-made 
to  Four  Seasons  specifications.  Awakening  kours  later,  you'll  feel  as  if  you  kaven't  slept 
so  soundly  in  years.  So  we  apologize,  in  advance,  for  tke  promptness  of  our 
wake-up  call.  Tke  demands  of  kusiness  demand  notking  less.  Telepkone  your  FOUR  SEASONS 

travel  coimsellor  or  in  tke  U.S.,  1-800-332-3442.  Wek  site:  www.fourseasons.com 

Defining  ihe  arl  oj  service  al  4O  hoiels  in  ig  couniries. 


The  average  age  of 
The  Four  Hundred  is  62.7. 


Marguerite  Harbert 

$1.1  billion 

Inheritance.  Birmingham,  Ala.  74 
Widowed,  3  children 
Widow  of  John  Murdoch  Har- 
bert III  (d.  1995),  inherited 
sprawling  family  business,  left 
daily  management  to  out- 
siders: "I  am  not  in  the  busi- 
ness world."  Rather,  Smith- 
sonian supporter,  golfer, 
outdoorsy:  fishing,  quail  and 
turkey  hunting.  Late  husband, 
John,  spent  $6,000  in  craps 


wmnmgs  on  concrete  mixer. 
Went  broke  3  times;  finally 
succeeded  in  high-risk  con- 
struction ventures:  e.g.,  water- 
supply  systems  in  Abu  Dhabi. 
Purchased  Kentucky,  Ten- 
nessee coal  reserxes  1960s  and 
1970s;  sold  for  Amoco  stock 
during  energy  crisis.  Diversi- 
fied: real  estate,  power  genera- 
tion. Merchant  banking  oper- 
ation now  run  by  son 
Raymond,  38.  Believed  to  still 
hold  10  million  Amoco  shares. 
Member  since  1996. 


Patrick  G.  Ryan  ^ 

$1.1  billion 

Insurance.  Winnetka,  III"  59 
Married,  3  children 
Insurance  salesman  at  age  26, 
formed  Ryan  &  Associates, 
sold  credit  insurance  through 
car  dealerships.  Merged  with 
larger  Combined  Internation- 
al Corp.  (later  renamed  Aon 
Group).  As  new  CEO, 
acquired  Europe's  massive 
insurance  broker  Hudig 
Langeveldt  1991  and  Frank  B. 


Hall  1992.  Today  Aon  world's 
second-largest  brokerage  and 
consulting  service,  more  than 
550  offices  worldwide.  Ryan 
current  CEO.  Part-owner 
Chicago  (football)  Bears. 
Founded  Pathways  Center  for 
Children  with  wife,  Shirley. 
Member  since  1985. 

Bernard  Marcus 

$1.1  billion 

Home  Depot.  Atlanta.  68 

Married,  3  children 


John  Menard  Jr. 

At  lOO^T^ph,  he  fantasizes  about  flattening  Home  Depot's  Arthur  Blank  and  Bernard  Marcus. 


i  Arthur  Blank 


$600  million 
Home  Depot,  Atlanta.  55 
Divorced,  remarried;  3  children 
Do-it-yourself  category  killers 
still  aggressively  expanding: 
acquired  Maintenance  Ware- 
house/America Corp.,  opened 
33  new  stores.  Partners  fired 
from  now-defrinct  Handy  Dan 
Improvement  Centers  in  1978. 
Together  opened  first  Home 
Depot  1979.  Went  public 
1981.  Built  chain  of  ware- 
house-size stores  with  broad 
range  of  merchandise,  knowl- 
edgeable staff  Now  543  stores 
in  40  states,  nearly  $20  billion 
in  sales.  Recently  coproduced 
HouseSmart^  now  highest-rated 
Discovery  Channel  program. 
Members  since  1992. 

John  Charles  Haas 

$1  billion 
Rohm  &  Haas  Co. 
Villanova,  Pa.  79 
Married,  5  children 
Father,  Otto  Haas,  and  Otto 
Rohm   formed   company   to 
manufacture  leather  products 
in  Germany  1907.  To  U.S. 
1909,  set  up  American  branch. 
Breakthrough  developments  in 
specialt}'  chemical  market:  pes- 
ticides 1929,  Plexiglas  1932. 
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At  least  8  members  of  The  Four  Hundred  have 

filed  for  bankruptcy. 


John's  older  brother,  Fritz 
Otto  Haas  (d.  1994),  took 
over  when  father  retired  1959. 
Expanded  into  paint  and  paper 
coatings,  adhesives,  chemicals. 
John  chairman  1974-78, 
retired  from  board  1988. 
Member  since  1986. 

Samuel  J.  Heyman 

$1  billion 

GAF  Corp.  New  York  City.  58 
Married.  4  children 
Worked  under  Bobby  Ken- 
nedy at  Justice  Department; 
drawn  into  family  real  estate 
after  father's  death  1968. 
Bought  GAF  shares  1981; 
waged  successful  proxy  fight 
against  "selfish  management." 
With  Michael  Milken's  help, 
went  after  Union  Carbide, 
Borg-Warner;  made  over  S450 
million.  Took  International 
Specialty  Products  public 
1991;  now  owns  over  80%  of 
company,  stake  over  $1  billion. 
Also  Building  Materials  Corp. 
of  America.  Extensive  art  col- 
lection. Lots  of  debt.  Member 
since  1991. 

Peter  Benjamin 
Lewis 

$1  billion 
Progressive  Corp. 
Beachwood,  Ohio.  63 
Divorced,  3  children 
Self-confessed  oddball:  unpub- 
lished memoir,  Progressive  His- 
tory, details  years  of  interoffice 
affairs,  therapy  and  executive 
firings.  Inherited  auto  insur- 
ance company  from  father  in 
1965.  Built  up  reputation  for 
insuring  high-risk  drivers.  Now 
trying  to  catch  Allstate,  other 
competitors,    by    increasing 
standard  coverage  share.  Also 
known  for  building  Progres- 
sive's art  collection.  Curator  is 
former  wife,  Toby.  Donated 


SIO  million  to  Guggenheim  g 

Museum,  S15  million  to  Case  ^ 

Western  Reserve  University.  ^ 

Member  since  1993.  S 

Henry  Earl 
Singleton 

$1  billion 

Teledyne.  Beverly  Hills.  80 
Married,  5  children 
Affluent  Texas  rancher's  son, 
MIT  graduate.  Henry  co- 
founded,  built  Teledyne 
through  skillfiil  acquisidons  of 
undervalued  businesses  with 
steady  cash  flows.  Brilliant 
financial  engineer.  Early  pro- 
ponent of  stock  buybacks 
when  Wall  Street  was  under- 
valuing underlying  assets. 
Chairman  1960  to  1991.  Tele- 
dyne, best  known  for  Water 
Pik  showerhead,  dental  hy- 
giene products,  merged  with 
stainless  steel  maker  Allegheny 
Ludlum  in  1996  $2.2  billion 
stock  deal.  Now  divides  time 
betu'een  cattle  ranches  in  New 
Mexico,  C^alifornia.  Member 
since  1982. 

Walter  Scott  Jr. 

$1  billion 

Construction,  telephony.  Omaha.  66 
Widowed,  remarried;  6  children 
Born  Omaha;  high  school  pal 
of  Warren  Buffett.  As  teen, 
worked  for  Peter  Kiewit  Sons', 
where  father  was  chief  engineer. 
Back  to  Kiewit  after  civil  engi- 
neering degree  Colorado  State 
1953.  Relocated  17  tinnes  in  10 
years  working  way  up  corporate 
ladder.  Took  reins  aft:er  Peter 
Kiewit  Sr.  died  1979.  Diversi- 
fied into  higher- margin  tele- 
com, cable  TV,  energy  in- 
dustries. Formed  MFS 
Communicadons  1987  to  get 
into  local  fiber-optics  networks, 
spun  off  to  public;  acquired  by 
WorldCom.  With  Buffett  owns 


Robert  Bass 

Invests  solo,  but  helping  brother  Edward  revitalize  Fort  Worth. 


Omaha  Royals  minor  league 
baseball  club.  Member  since 
1996. 

Richard  Mellon 
Scaife 

$1  billion 

Inheritance.  Pittsburgh.  64 
Divorced,  remarried;  2  children 
Grandson  of  Richard  Beatty 
Mellon  (see  Mellon  family). 
Dicky  inherited  over  $200 
million  from  his  Mellon 
mother  1965.  Runs  Scaife 
Newspapers.  Big  backer 
right-wing  causes,  think 
tanks;  reportedly  gave  $1 
million  to  Nixon  reelection 
campaign.  Beat  drinking 
problem.  Won't  use  middle 
name  (feels  Mellon  clan  mis- 
treated his  parents).  Long 
estranged  from  reclusive,  lib- 
eral sister,  Cordelia  Scaife 
May  (see).  Said  to  have  lost 
"virtually  nothing"  in  1991 
divorce.  Member  since  1982. 


Robert  Edward 
Rich  Sr. 

$1  billion 

Fake  cream.  Buffalo,  N.Y.; 
Palm  Beach,  Fla.  84 
Married,  3  children 
WWII  milk  administrator.  Cre- 
ated soybean-based  whipping 
cream.  Scored  fortune  with 
cheap,  nonspoiling  Coffee 
Rich  creamer  1960.  "The  cow 
is  a  very  inefficient  factory." 
Added  frozen  products  like 
breads,  cookies,  cakes,  pies, 
pizza  dough;  Coffee  Rich, 
Inc.'s  1996  revenues:  $1.2  bil- 
lion. Now  in  China,  India, 
Mexico,  South  Afiica.  Member 
since  1983. 

James  Martin 
Moran 

$1  billion 

Toyotas.  Hillsboro  Beach,  Fla.  79 
Widowed,  remarried;  3  children 
Legendary  "Courtesy  Man," 
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started  out  running  Chicago 
gas  station,  fixing  cars.  Became 
salesman:  first  Hudsons,  then 
Fords.  TV  variety  show  gained 
Chicago  celebrity.  Relocated  to 
Florida  after  cancer  diagnosis 
1966.  Recovered.  Acquired 
Toyota  distributorship  1968. 
JM  Family  Enterprises  now 


world's  largest  fi-anchised  dis- 
tributor of  Toyotas,  exclusive- 
ly supplying  5  southern  states. 
Also  financing,  insurance,  leas- 
ing, accessories;  total  revenue: 
$5.1  biUion.  "Toyota  would 
love  to  get  that  contract  back. 
First  chance  they  have  to 
cancel,  they  will."  Tax  evasion 


Doctor,  please... 


Thomas  F.  Frist  Jr. 

$1  billion 

Columbia/HCA.  Nashville,  59 
Married.  3  children 

"I  was  supposed  to  be  up  in  Alaska  flying  a  seaplane 
right  now."  Yanked  out  of  semiretirement  late  July  to 
pilot  Columbia/HCA  through  current  highly  publicized 
Medicare  fraud  investigation.  With  support  from  big 
investors  Richard  Rainwater  (see)  and  Darla  Moore, 
changed  top  leadership:  8  of  14  officers  gone  within  2 
months,  brought  in  auditors,  legal  firm.  Is  Columbia 
victim  of  witch-hunt  by  power-hungry  bureaucrats.^  Or 
did  it  push  too  far  in  trying  to  maximize  profits?  This 
much  is  clear:  the  company  did  present  a  tempting 
target.  Frist  told  Forbes:  "You  called  us  arrogant  last 
year.  You  were  right."  Scandal  seriously  diminished  net 
worth,  as  Columbia  stock  slid  from  36  to  29.  Frist's 
Hospital  Corp.  of  America  merged  with  Columbia 
Healthcare  Corp.  1994;  Frist  ceded  acrive  role.  Medical 
doctor  and  Nashville  native,  founded  company  with 
father,  afiier  stint  as  Air  Force  flight  surgeon.  Took  public 
1969;  $5.1  billion  LBO,  1988.  "I'm  here  until  we've 
got  everydiing  going  right  again."  Member  since  1992. 


conviction  1984.  Many  law- 
suits charged  strong-arming  of 
dealers:  $150  ftiillion  setde- 
ments.  Three  generations 
involved  in  business;  daughter 
Pat  now  CEO.  Member  since 
1989. 

John  R.  Menard  Jr. 

$1  billion 

Menards  home  improvement  chain. 
Eau  Claire,  Wis.  57 
Twice  divorced,  6  children 
Tough-guy  billionaire  standing 
up  to  Home  Depot's  push 
into  the  Midwest.  "[Home 
Depot's]  success  has  been 
where  there's  no  real  competi- 
tion." Menard  says  he's  the 
real  deal.  Eldest  of  8  children, 
built  barns  to  pay  for  college. 
Opened  home  improvement 
store  in  Eau  Claire  1972. 
Caught  big  do-it-yourself 
trend  early;  now  third-largest 
in  U.S.,  over  $3  billion  sales, 
128  stores.  Specializes  in  low- 
priced  imported  hardware, 
inventory  controls.  Races  stud- 
ded-tire  car  across  fi-ozen  Wis- 
consin lakes  at  speeds  over 
lOOmph.  Big  contributor  both 
parties.  Member  since  1994. 

Fred  A.  Lennon 

$1  billion 

Pipe  fittings,  valves 
HuntingValley,  Ohio.  91 
Widowed,  2  children 
Mysterious  nonagenarian  still 
holding  sway  over  valve  world 
with  mighty  Swagelok:  high- 
pressure  pipe-fitting  instru- 
ment. His  Crawford  Fitting 
founded  with  Swagelok  inven- 
tor CuUen  Crawford  1947; 
saw  potential,  quickly  bought 
Crawford  out  for  $2,000. 
Control-fi^eak:  vendors  can  sell 
only  Crawford  products,  can 
be  terminated  with  60  days' 
notice.  Big  contracts  U.S. 
Navy,  Du  Pont,  etc.  Huge 
donor  Republican  Party. 
Fanatically  secretive:  Crawford 
split  into  dozens  of  companies; 
work  spread  among  small  fac- 
tories, many  without  signs  on 


buildings,  to  conceal  volume. 
Never  talks  to  press.  Unofficial 
company  motto:  "Secrecy  is 
success.  Success  is  secrecy/' 
Member  since  1990. 

Christopher  (Kit) 
Goldsbury 

$1  billion 

Salsa.  San  Antonio,  Tex.  53 
Divorced,  1  child  (1  deceased) 
Tragedy  struck  salsa  king  in 
April,  when  24-year-old  son, 
David,  was  found  dead  in 
Laredo  apartment  from  an 
overdose  of  heroin  and 
cocaine.  Fortune  derived  fi-om 
1995  sale  of  Pace  Picante 
Sauce  to  Campbell  Soup  for 
$1.1  billion  cash.  Kit  married 
Linda  Pace,  daughter  of  com- 
pany founder,  David  Pace, 
then  joined  business  1966. 
Bought  out  father-in-law 
1982;  wife  in  1991  divorce. 
Set  up  venture  capital  firm. 
Silver  Ventures,  primary  backer 
of  new  Westin  Riverwalk 
Hotel  in  San  Antonio.  Also 
investing  in  technology  com- 
panies. Member  since  1995. 

J.  Paul  Getty  Jr. 

$1  billion 

Inheritance,  investments. 
London.  65 

Divorced,  widowed,  remarried; 
5  children 

Third  son  of  oil  baron  Jean 
Paul  Getty.  Like  brother 
Gordon  (sec),  toed  family  line 
running  Getty  Oil's  Italian 
operations.  Moved  young 
family  to  Rome  1960s;  never 
returned.  Lived  high-Hfe,  got 
into  drugs;  lost  second  wife, 
Talitha  Pol,  to  heroin  over- 
dose 1971.  Son  J.  Paul  III 
kidnapped,  ear  cut  off  1973. 
Beat  drug  addiction,  remar- 
ried 1994.  After  1984  Gett>' 
Oil  sale,  focused  energ}',  $750 
million  disbursement  on  artis- 
tic philanthropy.  Awarded 
knighthood  for  saving  British 
masterpieces,  $63  million 
donation  to  National  Gallery 
1985.  One  of  U.K.'s  largest 
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charitable  donors,  has  given 
over  S200  milHon  in  decade. 
Cricket  enthusiast,  collector  of 
rare  books.  Pro\ided  seed  cap- 
ital for  son  Mark's  visual- 
image  archiver,  Gett\'  Com- 
munications. Also  the 
Conser\ation  Corporation,  an 
eco-tourism  \enture  in  .Africa, 
where  youngest  child,  Tara, 
works.  Member  since  1985. 

Robert  Henry 
Dedman  Sr. 

$1  billion 

Countryciubs.  Dallas.  71 
Married.  2  children 

The  Country  Club  King. 
Poor-boy  upbringing  in 
Arkansas,  received  economics, 
engineering  degrees,  L.L.B. 
from  U.  of  Texas  while  hawk- 
ing insurance,  real  estate  and 
ser\ing  as  commissioned  Navy 
officer.  As  sideline  opened 
Brookhavcn  (Texas)  Country 
Club  1957.  Added  clubs.  His 
ClubCorp  International  now 
owns  or  manages  230  private 
and  public  golf  clubs  and 
resorts.  This  year  Dedman  sold 
ClubCorp's  Franklin  Federal 
Bancorp  to  Norwest  for  S90 
million.  Has  given  $56  million 
to  SiMU:  "They  don't  put  lug- 
gage racks  on  hearses." 
Member  since  1985. 

Steven  Ferencz 
Udvar-Hazy 

$1  billion 

International  Lease  Finance  Corp. 
Beverly  Hills.  51 
Married.  4  children 
Born  Budapest.  Family  fled  to 
Sweden,  then  U.S.  1958. 
Steven  started  own  aircraft 
brokering,  consulting  business. 
With  fellow  Hungarian  immi- 
grants Leslie  and  Louis  Gonda 
(see  both),  founded  ILFC 
1973.  Public  1983;  now  one 
of  world's  largest  aircraft 
lessors.  Merged  with  Maurice 
Greenberg's  (see)  AIG  1990. 
Now  ILFC  president,  jet-rated 
pilot:  flies  company  Gulfttream 
rV.  Member  since  1993. 
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(J.  Jeremiah  Jefferson  III  tells  a  tale  from  his  life  and  times.) 

...In  1965  my  new  bride  and  I  were  taking  our  honeymoon  in  the  Dominican 
Republic  at  a  little  beach  house  on  the  North  Coast,  where  we  docked  the  Goose. 
About  11:30  on  the  night  of  April  28  the  phone  rang  and  the  voice  at  the  other  end 
boomed,  "J3,  what  the  hell  are  you  doing  in  the  Dominican  Republic?  I've  just 
ordered  in  the  Marines." 

"Lyndon,"  1  asked,  "why  would  you  want  to  do  such  a  damn  fool  thing?" 

"  'Cause  the  commies  are  taking  over.  I  want  you  to  fly  down  to  Santo  Domingo 
right  now  and  let  me  know  what's  happening.  American  lives  are  in  danger." 

I  could  think  of  two  lives  in  danger  thanks  to  this  call,  which  undoubtedly  was 
tapped.  So  the  missus  and  I  made  a  beeline  to  the  Goose,  just  as  the  engines  were 
turning  over,  a  group  of  Dominican  soldiers  came  running  down  the  beach,  guns 
blazing.  They  hit  the  Grumman  maybe  two  dozen  times,  including  the  port  engine, 
but  the  old  Goose  took  off  like  our  lives  depended  on  it,  which,  of  course,  they  did. 
Try  that  in  one  of  today's  sissy  airplanes. 

We  managed  to  limp  into  Turks  Island  and  got  a  room  at  a  little  inn  I  know 
there.  About  4  in  the  morning,  the  night  clerk  knocked  on  the  door,  all  excited. 
"Mr.  Jefferson,  Mr  Jefferson.  The  president  of  the  United  States  is  on  the  telephone 
downstairs  for  you!"  They  only  had  one  phone  for  the  whole  place  back  then. 

"That  a  fact?  Well,"  I  said,  handing  him  a  C-note,  "tell  him  I  checked  out. 
Witli  no  forwarding  address." 


The  adventures  of  the  legendary  J.  Jeremiah  Jefferson  III  come  to  life  in  unique 
merchandise  &  apparel,  exclusively  from  Caribbean  Traders.  For  a  free  catalog 
and  the  further  adventures  of  "J3"  -  or  to  order  -  call  toll-free  1-800-322-2319. 


Apparel. 


"Live  the  Dream" 
Unique  collectibles. 


Gifts. 


Caribbean  Traders  Grumman  seaplane    Museum-quality, 
hand-carved,  sohd  mahogany,  hand-lacquered  and  finished. 
Wingspan  18".  Length  14"    Weight:  3  lbs.  $225. 


J3'b  Choice:  Nieto  de  Cuba  Torpedo,  6-1/4  inch  x  56  nng. 
Cuban-seed,  Dominican-grown,  hand-rolled,  Box  of  25,  S195. 


Pssst!  If  you  find  yourself  wondering,  -Is  this  guy  for  real?",  we  probably  should  jump  in  right  here  and  tell  you,  "No." 
Hcfivever,  if  you  really,  really  luant  to  believe  in  the  existence  of  }.  Jeremiah  Jefferson  111,  go  ahead.  Just  don't  say  iir  didnt  tell  you. 


y 


At  least  258  members  of 

The  Forbes  Four  Hundred 

have  college  degrees. 


Siplomn 


James  Evans 
Stowers  Jr. 

$980  million 

Mutual  funds.  Kansas  City,  Mo.  73 
Married;  3  daughters,  1  son 
In  July  Stowers  sold  45%  of  his 
American  Century  Invest- 
ments mutual  fiind  to  J. P. 
Morgan  for  $900  million;  still 
controls  49%  of  company. 
Used  sale  to  infuse  $300  mil- 
lion into  Stowers  Institute: 
research  center  for  cancer  cure. 
Both  he  and  wife  cancer  sur- 
vivors. Says  wealth  will  be 
turned  over  to  institute   at 


death.  Founded  company — 
then  called  Twentieth  Century 
Mutual  Funds — in  1958  after 
short  stints  medical  school,  life 
insurance  sales,  local  mutual 
fund  firm.  Nicknamed  "the 
eternal  bull."  Son,  James 
Stowers  III,  now  CEO. 
Member  since  1993. 

Mary  Anselmo 

$980  million 

PanAmSat  Corp. 

Greenwich,  Conn.  68 

Widowed,  3  children 

Widow  of  Reynold   (Rene) 


James  Goodnight 

He  runs  his  SAS  Institute 

like  a  university  campus. 


Anselmo  (d.  1995),  Boston 
native  who  moved  to  Mexico 
shortly  after  serving  as  a 
marine  VVWII.  Befriended 
Emilio  Azcarraga  Milmo,  heir 
to  Televisa  media  empire. 
Returned  to  States  in  1963  to 
help  run  Azcarraga's  new 
Spanish-language  TV  network. 
Given  equity,  but  partners 
eventually  forced  to  sell  after 
FCC  invoked  foreign  owner- 
ship rules.  Rene  made  $100 


miUion  on  sale,  started 
PanAmSat.  Spent  $65  million 
to  launch  first  privately  owned 
communications  satellite.  Took 
company  public  in  1995,  but 
died  2  days  before  IPO,  age 
69.  Merged  earlier  this  year 
with  Hughes  Electronics' 
Galaxy  unit.  Member  since 
1996. 

W.  Duncan 
MacMillan 

$975  million 

Cargill,  Inc.  Wayzata,  Minn.  67 

Married,  4  children 

John  Hugh 
MacMiUan  III 

$975  million 

Cargill,  Inc.  Hillsboro  Beach,  Fla.  69 

Twice  divorced,  remarried; 

9  children 

Marion  MacMillan 
Pictet 

$975  million 

Cargill,  Inc.  Hamilton,  Bermuda.  65 

Divorced,  1  surviving  child 

Whitney  MacMillan 

$975  million 

Cargill,  Inc.  Minneapolis.  68 

Married,  2  children 

Cargill  MacMillan 
Jr. 

$975  million 

Cargill,  Inc.  Wayzata,  Minn.  70 

Divorced,  remarried;  4  children 

Pauline  MacMillan 
Keinath 

$975  million 

Cargill,  Inc.  St. 

Married,  4  children 

Family  members  no  longer  in 

charge  of  world's  largest  pri- 
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THERE'S  A  PLAVBOyATTHE  PALACE 


For  those  special  moments  when  we  find  ourselves  pampered  by 
elegance,  and  feeling  like  a  PLAYBOY,  there's  a  cigar  by  Don  Diego 
to  heighten  the  enjoyment. 

The  PLAYBOY  cigar;  meticulously  hand-crafted  with  rich  flavor  and 
aroma,  enhances  any  setting,  wherever  you  might  smoke  it. 

Light  one  up!  Let  it  bring  out  the  PLAYBOY  in  you. 

The  PLAYBOY  cigar  by  Don  Diego 

in  five  styles 


For  a  list  of  select  retailers 

in  the  United  States,  please  write  to: 

Playboy  by  Don  Diego  Cigars,  RO.  Box  407 1 66LTR, 

Ft  Lauderdale,  Fl  33340-7 1 66 


Label  and  Band  ©  Playboy  1 997 

PLAYBOY  RABBIT  HEAD  DESIGN,  HMH  and  HUGH  M.  HEFNER 

are  trademarks  of  Playboy  Enterprises,  Inc.  and  used  with  permission. 

Don  Diego  is  a  trademark  of  Consolidated  Cigar  Corp.  Reg  US  Pat  &  TM  Off. 
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Radio-active  man 


L.  Lowry  Mays 

$990  million 

Clear  Channel  Conimunications. 

San  Antonio.  61 

Married,  4  children 

Harvard  M.B.A.,  ran  small  investment  banking  concern.  "I  had  no  intention  of  getting 

into  the  broadcast  business."  Did  so  by  teaming  up  with  local  car  dealer  B.J.  (Red) 

McCombs  (see)  to  buy  struggling  San  Antonio  station  for  $175,000  in  1972.  Bought 

distressed  stations  in  midsize  markets,  then  "Clear  Channelized"  them:  stepped  up 

promotion  with  heavy  use  of  billboards,  on-air  contests,  giveaways.  Took  public  1984. 

Now  18  TV  stations,  178  radio  stations.  Doesn't  fancy  himself  a  media  mogul:  "I'm  in 

the  business  of  selling  automobiles  and  tamales."  Member  since  1996. 


vately  held  company.  To  the 
dismay  of  their  forebears,  some 
younger  heirs  to  this  grain- 
trading  foruine  were  eager  to 
cash  in  and  take  the  company 
public.  But  sweetened  divi- 
dends and  an  Employee  Stock 
Ownership  Plan  seem  to  have 
quelled  their  desires.  Control 
split  among  3  family  branches, 
including  James  R.  and  Mar- 
garet Cargill  (see).  Duncan 
MacMillan:  with  Cargill  since 
1953,  director  since  1966;  vice 
chairman  Waycrosse,  Inc., 
family  investment  firm.  Wrote 
2 -volume  family  history.  John 
Hugh:  not  acdve  in  company. 
Sister  Marion:  owns,  manages 
real  estate  holdings  worldwide, 
many  farming-related.  Whit- 
ney MacMillan:  noted  expert 
on  East- West  commercial  rela- 
uons;  various  U.S.,  interna- 
tional positions  with  company; 
CEO  1977  to  August  1995. 
Brother  Cargill:  senior  VP 
Cargill  1973-88.  Retired.  PhU- 
anthropic  interests,  public  TV, 
banks.  Sister  Pauline:  quiet 
lifestyle,  works  with  handi- 
capped children.  Not  active  in 
company.  Members  since 
1984. 

SydeU  L.  MiUer 

$970  million 

Hair  products.  Cleveland.  59 
Widowed,  2  children 
With  husband,  hairdresser 
Arnold  iVliller  (d.  1992),  went 
into  business  selling  eyelash 
products  in  1971,  sold  opera- 
tion for  $3  million  in  1984.  By 
then  they  had  already  started 
second  venture,  in  hair  care: 
Matrix  Essentials.  Sold  on 
strength  of  patrons'  relation- 
ships with  beauty  salon 
owners.  Upgraded  with 
sophisticated  shampoos,  Sys- 
teme  Biolage  skin  and  beaut)' 
care  products.  By  1994  sales 
were  $250  million.  Sold  to 
Bristol-Myers  Squibb  for  7.4 
million  shares.  Slowly  selling, 
but  still  estimated  to  hold  over 
5  million  shares.  Member  since 
1995. 
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PRESERVING   YOUR    EST 


Your  money  is  too  important  to  leave  to  chance. 


£^  Iter  all  your  hard  work,  don't  you  want 
to  make  sure  your  estate  goes  to  your  lovetl 
or^es  or  a  favorite  charity';*  The  need  for 
solid  estate  planning  today  is  as  important 
as  ever,  with  current  legislation  that  might 
impact  estate  taxes.  Without  proper  plan- 
ning, taxes  may  only  be  the  beginning  of  a 
very  sizeable  chunk  taken  out  of  your  estate. 
There  may  also  be  fees,  administrative  expenses  and 
probate.  The  choices  you   make  today  will  directly 


affect  how  much  you  pass  along 
to   your   heirs   tomorrow.    Get 
started  now  by  talking  to  your 
IVansamerica  representative 
or  calling  us  toll-free  to  get 
a  copy  of  our  free  booklet, 
"Estate    Planning:    It's    Your   Choice." 
You  can  also  visit  us  online  at 
www.transamerica.com.    TRANSAMERICA 

THE  PEOPLE  IN  THE  PYRAMID  ARE  WORKING  FOR  YOU'" 


Call  1-800-945-8490  ext.  113 


LIFE      INSURANCE 

ADT  51)36 


ASSET      MANAGEIHENT 


LENDING 


LEASING 


ly 


100  members  of  The  Four  Hundred  have 
been  divorced  at  least  once. 
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Norman  W.  Waitt 

$970  million 
Gateway  2000. 
North  Sioux  City,  S.D.  43 
Married 

Cofounded  Gateway  2000  in 
1986  with  younger  brother 
Ted  (see)  and  S5,000  seed 
money;  designed  accounting 
system,  handled  finances.  Left 
company  in  1991  over  differ- 
ences with  Ted  but  still  holds 
nearly  9%  of  stock.  Went  into 
music.  Launched  production 
company  under  self-descriptive 
moniker  Antipreneur  in  1995; 
not  wildly  successftil.  Restruc- 
tured, renamed  Gold  Circle 
Entertainment.  New  record 
label,  Samson  Music,  signed  6 
artists,  but  no  records  due 
until  1998.  Member  since 
1994. 

Sidney  Kimmel 

$960  million 

Jones  Apparel  Group. 

Philadelphia.  68 

Single 

Son    of    Philly    cab    drixcr, 

worked  in  knitting  mill  after 

dropping  out  of  college.  Rose 


Marvin  Davis 
Wildcatter, 
Hollywood  deal- 
maker,  real  estate 
tycoon— now  gam- 
ing guru,  Davis 
just  spent  $225 
million  for  LA's 
Fox  Plaza  office 
complex  in 
gauche  Century 
City:  "The  building 
where  Ronald 
Reagan  works." 


to  president  of  women's 
sportswear  company  Villager 
Inc.  Left  to  run  W.R  Grace  & 
Co.'s  label,  Jones  Apparel. 
Eventually  bought  company, 
began  marketing  moderately 
priced  career  clothing.  Sold  off 
weak  divisions,  held  on  to 
moneymakers:  Jones  New 
York,  Evan-Picone,  Saville. 
Took  public  in  1991.  Last  year 
Kimmel's  "poor  girl's  Armani" 
topped  $1  billion  in  sales. 
Addition  of  Ralph  Lauren 
brand  expected  to  boost  sales 
by  another  $200  million  this 
year.  Also  movies:  Jones  Film 
{Blame  It  on  Rio,  Clan  of  the 
Cave  Bear,  9'/.  Weeks)  just  fin- 
ished new  Michael  Caine  flick, 
2  more  in  preproduction. 
Member  since  1992. 

Ernest  E.  Stempel 

$960  million 

American  International  Group. 
Hamilton,  Bermuda.  81 
Widowed,  4  children 
Joined  AIG  predecessor  as  assis- 
tant manager  in  1938  on  retcr- 
i.il  by  uncle.  Only  23  other 
employees.  C'limbed  AIG  cor- 
porate rank      law  school  bv 


night.  Shipped  to  Bermuda  by 
founder  Cornelius  Vander  Starr 
in  1953  to  run  subsidiary 
American  International  Rein- 
surance's general  insurance 
operations.  Took  over  Starr's 
life  insurance  division  in  1963; 
made  president.  Serious  inter- 
national business  traveler:  says 
he  knows  villages,  cities  of 
Southeast  Asia  better  than  U.S.; 
commutes  bet\veen  Bermuda 
and  NYC.  Member  since  1994. 

David  Howard 
Murdock 

$950  million 
Real  estate,  finance. 
Bel  Air,  Calif.  74 
Twice  divorced,  widowed; 
2  sons 

Dole  Food  chief  executive  sank 
$285  million  mto  lavish  1,800- 
acre  country  club/residential 
communit)'.  Lots  of  beauty; 
few  buyers.  Setback  not  a 
problem:  "At  one  point  in 
time  every  great  man  in  histo- 
ry has  said,  'Damn  the  torpe- 
does.'" Made  fortune  building 
houses  after  WWII;  lost  it  in 
housing  market  crash  in  1964. 
Rebuilt  through  California  real 
estate  and  by  taking  o\'er  com- 
panies. High  school  dropout; 
eternal  optimist:  "My  dad  died 
at  93,  but  he  didn't  take  care 
of  himself"  Member  since 
1982. 

Joseph  Dahr 
Jamail  Jr. 

$950  million 
Lawsuits.  Houston.  71 
Married,  3  sons 

"It's  hard  to  quit.  There's  still 
some  loose  money  out  there." 
Jamail  has  no  problem  finding 
it.  His  firm  should  reap  anoth- 
er $100-million  year  in  settle- 
ments. His  standard  take:  one- 
third.    Got   start    in    D.A.'s 


office,  left,  excelled  as  person- 
al injury  lawyer.  Struck  Texas 
gold  with  Texaco-Pennzoil 
case  in  1987;  estimated  win- 
nings $345  million.  Runs  small 
staff,  low  overhead.  Brought 
antitrust  case  against  American 
Airlines  on  behalf  of  North- 
west and  Continental;  first  loss 
in  28  years.  Son  Randall  runs 
Houston-based  Justice  Re- 
cords. Member  since  1989. 

Billy  Joe  (Red) 
McCombs 

$940  million 
Automobiles,  media. 
San  Antonio.  70 

Auto  mechanic's  son,  set  goal 
age  9  to  be  rich.  Washed 
dishes,  delivered  newspapers. 
Quit  law  school  after  1!^  years, 
began  selHng  new  Fords  on 
commission  in  1950.  Entered 
used-car  market;  became  part- 
ner in  dealership  1958.  Made 
first  million  by  1960.  Teamed 
with  Lowry  Mays  (see)  to  start 
Clear  Channel  Communica- 
tions in  1972.  Bought  dis- 
tressed radio  stations  in  mid- 
size markets.  Took  public 
1984,  now  tliird- biggest  racfio 
station  owner  in  coimtr\'.  Ma\'s 
runs  the  business;  Big  Red 
focuses  on  car  dealerships, 
ranching.  "Success  is  tlie  jour- 
ney, not  the  destination." 
Member  since  1996. 

Richard  T.  Farmer 

$940  million 

Cintas  Corp.  Indian  Hill,  Ohio.  62 
Married,  3  children 
Two  years  after  stepping  down 
as  CEO  of  Cintas,  still  active, 
still  optimistic:  predicts  uni- 
form renter  Cintas  will  main- 
tain 20%  annual  growth  and 
reach  $1  billion  sales  by  next 
year.  Says  market  will  grow 
twice  as  fast  as  the  rest  of  the 
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In  the  Hindu  Kush,  it's  fashionable  simply  to  arrive. 


mm- 


If  you  want  to  get  anywhere  in  this  world,  consider  the  Range  Rover  4.0  SE.     Its  permanent  four- 
wheel  drive,  all-terrain  ABS,  and  electronic  traction  control  offer  you  reassurance  as  you  travel 
the  upper  echelons  of  someone  else's  society.     Also,  electronic  air  suspension  allows  you  to  raise 
the  Range  Rover  with  the  touch  of  a  button  and  follow  the  most  foreboding  trail  as  if  it  were  more  like 
a  welcome  mat.     And  such  amenities  as  leather  seating  and  a  six-disc  CD  player  with  eleven  speakers 
make  you  feel  at  home.     Even  when  you're  the  farthest  you've  ever  been  from  it.     So  RANGE  ROVER 

why  not  call  l-80()-FINE  4WD  for  the  nearest  Land  Rover  dealer?  Or  visit  our  Web  site 
at  http:/A\'ww.LandRover.com.  At  S55,500,'  a  Range  Rover  is  a  bit  on  the  steep  side. 
But  wherever  you  go,  there's  one  thing  you  won't  be  driving  on:  pins  and  needles.  ^: 

Always  use  your  seatbelts.  SRS/airbags  alone  do  not  provide  sufficient  protection 
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Countehculture  curator 


Alan  Gerry 

$970  million 

CableTV.  Liberty,  N.Y.;  Naples,  Fla.  68 
Married,  3  children 

Cable  magnate  recently  paid  $1  million  for  original  Woodstock  festival  land.  Plans  to  develop  into  outdoor  arts  and 
entertainment  facility.  Young  Alan  studied  electronics,  television  industry  after  Marines.  Put  up  TV  antenna  towers  in 
Catskills  1956  with  $1,500:  "Just  trying  to  get  a  good  picture  on  the  3  networks."  Acquired  cable  franchises,  built 
systems;  steady  growth  to  52,000  subscribers  by  1980.  Soon  subscribers  in  18  states,  from  Philadelphia  to  Los  Ange- 
les. Sold  to  rime  Warner  last  year  for  $2.8  billion.  Now  running  own  investment  company:  venture  capital,  currency 
trading,  etc.  Member  since  1993. 


economy:  "There's  hardly  a 
company  you  can  think  of 
where  somebody's  not  wearing 
a  uniform."  Now  second- 
biggest  in  uniform  rentals. 
Joined  industrial-rag-cleaning 
business  started  by  grandfather 
during  Depression.  Became 
chief  executive  officer  1968, 
stepped  down  1995  to  spend 
more      time     with     family. 


Remains  company  chairman, 
biggest  stockholder.  Active 
GOP  timdraiser.  Member  since 
1991. 

Marc  David  Rich 

$925  million 

Commodities,  tax  evasion. 
Zug,  Switzerland.  62 
Divorced,  remarried;  2  children 


Pincus  Green 

$875  million 

Commodities,  tax  evasion. 
Meggen,  Switzerland.  62 
Married,  4  children 
Shadowy  former  trading  part- 
ners somehow  managing  to 
evade  FBI,  Customs,  Marshal 
Service  while  living  lives  of 
ease  in  Switzerland.  The  pair 


fled  country  1983  when 
indicted  on  more  than  50 
counts  of  wire  fraud,  racke- 
teering, trading  with  the 
enemy  (allegedly  bought  6 
million  barrels  of  oil  from  Iran 
in  1980)  and  income  tax  eva- 
sion. Belgian -born  Rich  now 
running  new  commodities  busi- 
ness, No\'arco;  office  in  New 
York.  Members  since  1985. 
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William  Davidson,  Larry  Ellison,  Ted  Field,  John  Kluge  and 
Anne  Windfohr  Marion  have  had  the  most  divorces:  3. 


J 


Jackson  Thomas 
Stephens 

$920  million 

Investment  banking,  media. 
Little  Rock.  74 
Twice  divorced,  2  children 
Raised  on  farm,  son  of  Demo- 
cratic power  broker.  Older 
brother  Witt  (d.  1991)  sold 
belt-buckles  and  bibles,  then 
bonds  in  depressed  1933 
municipal  market.  Jack  joined 
1946,  cofoundcd  Stephens, 
Inc.,  one  of  largest  investment 
houses  off  Wall  Street:  under- 
wrote Wal-Mart  in  1970. 
Biggest  asset  believed  to  be 
Donre\'  Media,  newspaper  and 
broadcast  outfit  bought  in 
1993.  Member  since  1983. 


Edgar  Bronfman  Jr. 
His  studio  got  a  big  hand 
this  year,  thanks  to  Steven 
Spielberg's  Lost  WorltL 


Frank  Batten  Sr. 

$915  million 

Media.  Virginia  Beach,  Va.  70 
Married,  3  children 
After  Harvard  M.B.A.,  suc- 
ceeded uncle  as  publisher  of 
small  newspaper  company,  age 
27.  Built  into  Landmark  Com- 
munications: now  7  dailies, 
including  flagship  Virginian- 
Pilot;  23  weeklies,  2  TV  sta- 
tions, cable  TV  (Weather 
Channel,  Travel  Channel). 
Sold  Tele-Cable  in  1994  to 
TCI  for  over  $1  billion  in 
stock.  Son  Frank  Jr.,  executive 
VP,  involved  in  new  business 
developments  (on-line,  bill- 
boards). Frank  Sr.  still  owns 
35%  of  company  worth  over 


$2.5  billion. 
1982. 


Member  since 


John  Arrillaga 

$900  million 

Realestate.  Palo  Alto,  Calif.  60 

Recently  widowed; 

1  son,  1  daughter 

Richard  Taylor 
Peery 

$900  million 

Real  estate.  Palo  Alto,  Calif.  57 
Married;  3  sons,  1  daughter 
Microchip  madness  also  fuel- 
ing Silicon  Valley  real  estate, 
pushing  this  duo's  portfolio 
sky-high.  Partners  most  prolif- 
ic developers   in   the   Valley. 


Hooked  up  in  1967,  bought 
farmland  for  peanuts.  Built 
first-rate  office  space  using 
highbrow  architecture  with 
techie  appeal.  Sold  much  at 
top  of  1980s  market;  built 
more.  John:  son  of  immigrant 
Basque  produce  wholesaler; 
won  Stanford  basketball  schol- 
arship, third  team  all-America. 
Worked  as  landscaper  during 
college,  personally  assisted 
landscapers  working  on  his 
$75  million,  200-acre  private 
Shangri-La,  for  which  he 
allegedly  didn't  obtain  build- 
ing permits.  (Man-made  lakes, 
70,000  new  trees,  etc.)  Dick: 
Mormon,  Stanford  M.B.A. 
Managed  father's  Bay  Area  real 
estate.  Still  writes  leases,  minds 
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Earth  to  Stanley 


Stanley  (Stub)  Hubbard 


$890  million 

Broadcasting.  St.  Mary's  Point,  Minn.  64 
Married,  5  children 

Pioneer  of  satellite  television  took  his  United  States  Satellite  Broadcasting  company 
public  last  year,  saw  personal  holdings  rocket  to  nearly  $2  billion.  Fell  back  to  earth 
when  competitor  Echostar  (see  Ergen)  undercut  industry  prices.  Father  founded 
nation's  first  commercial  airline  (unsuccessfi.it),  built  one  of  first  radio  stations  1923; 
added  TV  1948.  Stanley  took  charge  after  father's  stroke  1981.  Hubbard  Broadcasting 
now  8  TV  stations,  2  radio  stations,  3  production  companies.  Also  Conus  Communi- 
cations, satellite  news-gathering  service  with  ISO  member  stations.  Longtime  industry 
skeptic:  "Personally,  I  don't  think  that  HDl*^.'  is  going  to  tly."  His  USSB  satellites  do: 
now  over  1.5  million  subscribers.  First  appea  <d  on  list  1984. 


books.  Partners  are  like  oil  and 
water,  don't  mix  socially. 
Members  since  1986. 

Charles  C.  Butt 

$900  million 

Supermarkets.  San  Antonio.  59 
Single 

Decades  ago  he  wrote  his 
Wharton  senior  paper  on  the 
future  of  retailing  by  U.S. 
companies  in  Mexico;  then 
went  to  work  for  family's 
H-E-B  Foods  supermarket 
chain.  This  year  he  opened  the 
92 -year-old  chain's  first  outlet 
in  Monterrey,  Mexico — the 
"fulfillment  of  a  lifelong 
dream."  Store  blessed  with 
holy  water  by  bishop.  Third- 
generation  owner-manager, 
became  president  in  1971,  age 
33;  sales  just  $250  million 
then.  Now  chairman;  project- 
ed 1997  sales,  S6.5  billion. 
Historic  preservationist:  com- 
pany headquarters  in  restored 
Civil  War-era  arsenal;  collects 
American  art.  Avid  sailor. 
Member  since  1988. 

George  Joseph 

$900  million 
Mercury  General  Corp. 
Los  Angeles.  76 
Divorced,  remarried;  5  children 
Mercury  General  got  big 
boost  from  recent  changes  in 
California  insurance  law  that 
drove  thousands  of  previously 
uninsured  motorists  to  buy 
policies.  Stock  doubled  in  past 
year.  Lifelong  math  nut:  com- 
pleted math  and  physics 
degree  at  Harvard  in  3  years. 
As  S225-a-month  actuarial 
trainee,  saw  sales  guys  make 
more  money,  started  propert}' 
and  casualtN'  agency.  Founded 
Mercury  General  in  1962, 
concentrated  on  auto  market. 
Biggest  strength:  aggressive 
investigation  of  claims  cuts 
down  fraud.  Went  public 
second  time  1985;  now  Cali- 
fornia's seventh  largest  auto 
insurer.  First  appeared  on  list 
1993. 
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At  Fannie  Mae,  We 
Never  Lose  Sight  Of  What's 


Behind  The  Numbers. 


y 


losiin§  outstanding  financial 
returns  year  alter  year  might  he  enough  for 
most  Fortune  500  firms.  But  at  Fannie  A\ae. 
were  just  as  concerned  with  Return  lo 
Society  as  we  are  with  Return  On  Hquity. 

We  ve  been  in  the  forefront  of  tearing 
down  the  Harriers  to  homeownership, 
including  discrimination.  Always  working 
to  exp-and  opportunities  for  minority-  and 
women-owned  businesses. 

We're  committed  to  developing  a  diverse 
work  force.  We  value  the  differences  of  our 
employees  and  provide  ways  for  them  to  grow 
personally  and  pailessionally.  It's  because 
of  them  that  we'\e  turned  in  outstanding 
performances  both  socially  and  financially. 

Call  us  at  1-800-368-7092  lor  a  copy 
of  our  1996  annual  report.  Or  visit  our 
Web  site  at  www.fanniemae.com  for  more 
information.  You  11  find  we  care  just  as 
much  about  the  American  Dream  as  we  do 
about  earnings  per  share. 
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73  members  of  The  Four  Hundred 

are  unmarried. 


Edmund  Wattis 
Littlefield 


million 
Utah  International. 
Burlingame,  Calif.  83 
Married,  3  children 
Grandson    of   Edmund    O. 
Wattis,  founder  Utah  Con- 
struction Co.  (Hoover  Dam, 
San  Francisco-Oakland  Bay 
Bridge).  Young  Edmund  W. 
water  boy  for  Utah  Interna- 
tional workers;  became  gener- 


al manager  UI  in  1958.  After 
scouring  earth  for  years,  big 
break  in  early  1960s:  metal- 
lurgical coal  deposit  discovery 
in  Queensland,  Australia. 
Construction  business  sold  to 
Fluor  Corp.  1969;  Utah 
International  merged  with 
General  Electric  1976.  Wattis 
family  stake  worth  $3.6  bil- 
lion; Edmund's,  $775  mil- 
lion. Likes  to  play  golf  at  the 
ultraexclusive  Vintage  Club  in 
Palm  Springs;  lunches  often 


Richard  DeVos  and  basketball  st,  r  Anternee  Hardaway 
Amway's  public  offerings  in  Asia  have  been  slam  dunks. 


there  with  best  friend  George 
Shultz.  First  appeared  on  list 
1987. 

Dwight  Darwin 
Opperman 

$875  million 

Publishing.  Eagan,  Minn.  74 
Widowed,  2  sons 

After  selling  his  West  Publish- 
ing for  $3.4  billion  last  year, 
Opperman  jumped  back  into 
print  with  purchase  of  MSP 
Communications,  Minnesota- 
based  publisher  of  business 
and  city  magazines.  Family's 
Key  Investment  company  run 
by  son  Vance,  54,  a  top  U.S. 
Utigator,  politically  well-con- 
nected: pals  with  Al  Gore;  ran 
Senator  Feinstein's  (D-Calif.) 
reelection  finance  committee. 
Member  since  1995. 

John  Hammond 
Krehbiel  Jr. 

$865  million 

Molex  Inc.  Lake  Forest,  III.  60 

Married,  3  children 

Frederick  A. 
Krehbiel 

$560  million 

Molex  Inc.  Hinsdale,  III.  56 
Married,  2  children 
Brothers.  Grandfather  Fred 
invented  Molex,  inexpensive 
plastic  molding  material  used 
o'riginally  for  toys,  flower  pots. 
Father,  John  Sr.  (d.  1993), 
joined  company  1940. 
Switched  to  electric  products: 
connectors,  terminals,  cables. 
Today  world's  second-largest 
connector  manufacturer.  IPO 
1972.  Brothers  now  run  busi- 
ness. John  Jr.:  Molex  president 
since  1975.  Fred:  CEO;  estab- 
lished Molex's  International 
Di\ision  1967.  Last  year  nearly 
70%  revenues  from  overseas. 
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big  in  Asian  technology  mar- 
kets. Members  since  1994. 

John  Orin  Edson 

$830  million 
Leisure  craft.  Seattle.  65 
Divorced,  remarried;  2  children 
Yachting  fanatic  founded  mass 
producer  Bayliner  Marine 
Corp.  1955  to  compete 
against  expensive  custom 
shops.  Success  anchored  in 
streamlined  production:  boats 
came  in  blue,  red,  and  gray 
only.  "A  boat  for  Everyman." 
Great  economies  of  scale;  sales 
doubled  every  3  years;  sold  to 
Brimswick  Corp.  for  $425  mil- 
lion 1986,  peak  of  the  power- 
boat cycle.  Diversified  into  real 
estate;  large  industrial  airport 
plot  near  Scottsdale,  Ariz. 
Retired,  spends  time  sailing 
custom  161 -foot  yacht. 
Member  since  1986. 

Jerome  Spiegel 
Kohlberg  Jr. 

$830  million 

LBOs.  Mount  Kisco,  N.Y.  72 
Married,  4  children 
New  York- born  lawyer.  Har- 
vard M.B.A.  left  Bear,  Stearns 
to  form  Kohlberg  Kravis 
Roberts  LBO  firm  1976. 
Decided  he  didn't  like  hostile 
takeovers  after  all  so  left  KKR 
1987;  now  raihng  against 
"insidious"  political  financing. 
Since  forming  his  Campaign 
Reform  Project  1994,  has 
spent  $1  million  a  year  to 
lobby  Congress  for  changes. 
CRP  allies  include  former  U.S. 
Senator  Bill  Bradley,  business- 
man Warren  Buffett.  "The 
odds  are  still  against  us,  but 
they're  getting  better."  After 
lea\ing  KKR,  started  own  firm. 
New  York- based  Kohlberg  & 
Co.,  1987,  with  son  James. 
Member  since  1986. 
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n7  Ainokan  Caitufv  5«rMc«s  CofpL. 
nencm  Coilurv  fmvs&nenl  Servicer  Inc 


Your  star  fund  manager  was  on  the  eighteenth  hole  when  lightning  struck 
out  of  nowhere.  Poor  fellow.  And  they  said  no  one  can  ever  fill  his  shoes. 
Poor  you.  At  American  Century,  our  funds  are  managed  by  teams.  Not  an 
individual.  So  we're  always  here,  to  make  sure  you  don't  get  burned.  But 
our  teams  do  more  than  watch  your  funds.  They  build  them,  company  by 
company.  Starting  with  the  resources  nobody  else  has.  A  proprietary 
database  that  tracks  the  performance  histories  of  over  18,000  companies. 
And  our  independent  research.  Armed  with  these  tools,  team  analysts 
and  fund  managers  can  sit  down  and  use  our  most  valued  resource.  Their 
heads.  The  companies  are  then  compared  and  selected.  Perhaps,  a  few 
arguments  ensue.  But  it's  a  good  thing.  It  means  that  every  company  is 
turned  inside  out  before  it  goes  in  the  portfolio.  What's  more,  every  day, 
each  team  gets  together  to  review  their  fund's  performance.  It's  this  kind 
of  thinking  that  makes  our  teams  work.  Not  stars.  Just  very  smart  people. 
Invest  in  our  thinking.  It  can  help  keep  you  ahead  of  the  game. 


Please  call  1-800-345-7574 
for  a  prospectus  containing 
more  complete  information, 
including  charges  and 
expenses,  which  should  he 
read  before  investing, 
www.americancentury  com 


American 
Century. 
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Breakthrough  MicroStamp 
RIC  puts  automation 
to  work  for  you  like 
never  before.  [~ 

Microprocessors,  bar  code  scanners, 
wireless  networks  have  all  delivered , 
extraordinary  competitive  advantages 
to  companies  who  saw  their  potential 
— and  adopted  them  early.  MicroStam 
Remote  Intelligent  Communications'^ 
(RIC)  can  have  even  greater  impact 
on  your  business.  In  fact,  we'll 
show  you  how  it  can  cut  operati^""" 
costs,  shrink  processing  times, 
make  inventory  control  more  .^t, 

accurate,  even  minimize  theft. 

.  At  the  core  of  the  RIC  system  is  the 
MicroStamp  Engine®.  This  combination^ 
computer  and  two-way  radio  can  sto^ 
256  bytes  of  data  and  communicate! 
with  a  host  computer  from  up  to  40' 
away.  The  fact  that  you  can  send  I " ' 

information  to  the  MicroStamp  unit,  store 
it  in  memory  and  retrieve  or  modify  it  later 
makes  it  possible  to  add  the  advantages  of 
automation  to  more  processes  than  ever  before. 

— Ky  *> 
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Shell  uses  RIC  to  speed  fuel  dispensing. 

Shell  Oil  is  always  looking  for  new  ways  to  keep  customers 
Moving  at  the  speed  of  life™."  They  found  one  in  the  power 
of  MicroStamp  RIC  technology — with  a  MicroStamp  housed  in 
1  key  fob  that  authorizes  the  pump  from  3'  away.  Customers 
:on't  have  to  fumble  for  cash  or  a  credit  card.  And,  since  the 
ob  works  only  at  Shell  stations,  it  encourages  loyalty  and 
lakes  it  easy  to  track  customer 
Durchase  habits.  To  learn 
nore  about  the  Shell  application, 
Icall  1  -888-381  -EASY      ^. 
(1-888-381-3279).    ^,  '*'\^ 


Micron  Driven"  business  improvements. 


MicroStamp  technology  is  the  foundation  of  an  exdting  new  • 
automated  vehicle  ID  system  that  makes  it  possible  to  quickly 
locate  cars  and  trailers  on  a  large  lot. 


An  innovative  new  automated  materials  handling  system,  based 
on  MicroStamp  technology,  allows  one  person  to  track  thousands 
of  parts  in  a  manufacturing  plant. 


Get  the  advantage  before  your 
competition  does. 

Below  are  other  applications  where  MicroStamp 
RIC  can  give  your  business  an  edge. 

•  Airline  baggage  tracking 

•  Entertainment  customer  management 

•  Financial  transaction  automation 

•  Automated  warehouse  solutions 

•  Electronic  toll  collection 

•  Personnel  ID  and  access  control 

To  learn  more,  call  us  today 

1  -800-MICROSTamp  (1-800-642-7678) 

ext.  101.  Or  visit  our  web  site  at 

http://www.microncommunications.com 


MICRON 

B  COMMUNICATIONS.  INC. 


Putting  our  stamp  on  automation' 


*  MicroStamp  Engine  modules  can  be  designed  to  extend  range  and  to  add  other  features. 

©1997  Micron  Communications,  Inc.  All  rights  reserved.  MicroStamp  and  MicroStamp  Engine'  are  registered  trademaffcs  of  Micron  Communications.  Inc. 
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Jim  Jannard 

$1  billion 

Sunglasses.  San  Juan  Islands,  Wash.  48 

Divorced,  remarried;  7  children 

Oakley  sunglasses  mogul  feuding  with  former  friend,  new  competitor  Phil  Knight. 

Already  this  year:  Oakley  sued  Nike  for  patent  infringement;  announced  plans  to  unveil 

Oakley  line  of  athletic  shoes  1998.  To  needle  Indonesian-sweatshop-sensitive  Nike, 

Jannard  trumpeting  fact  that  his  shoes  will  be  made  in  America.  Nike  fighting  back 

with  suit  over  use  of  Oakley  board  n     nber  (and  basketball  player)  Michael  Jordan  in 

print  advertisements.  Oakley  stock  50     below  May  1996  peak.  Member  since  1995. 


Charles  Thomas 
Hunger 

$825  million 
Berkshire  Hathaway. 
Los  Angeles.  73  i 

Divorced,  remarried;  8  children 
Retired  lawyer  (Harvard  Law, 
1948),  also  master  investor.  U. 
of  Michigan,  then  Cal  Tech 
while  in  Air  Force.  Met  part- 
ner, Warren  Buffett,  when  Buf- 
fett  was  first  buying  Berkshire 
Hathaway.  Coinvested  in  mid- 
1960s.  Helped  push  for  more 
qualitative  analysis.  Buffett: 
"He  expanded  my  horizons." 
Sometimes  plays  tough  guy  to 
Buffett's  Mr.  Affable  image. 
Became  officer  1975,  director, 
\ice  chairman  since  1978.  Out- 
side investments  include  dis- 
count retailer  Costco  (direc- 
tor), legal  news  publisher  Daily 
Journal  Corp.  (chairman). 
Keeps  low  profile — would 
prefer  not  to  appear  on  Forbes 
Four  Hundred — but  he  can't 
argue  with  the  numbers. 
Member  since  1993. 

Franklin  Parsons 
Perdue 

$825  million 

Chickens.  Salisbury,  Md.  77 
Twice  divorced,  remarried; 
4  children  from  first  marriage 
Grew  up  on  his  father's  egg 
farm,  dreamed  of  big-league 
baseball  career.  Attended  Sal- 
isbury State  U.;  dropped  out 
1940,  back  to  farm  to  raise 
roasters.  Added  feed,  higher- 
margin  processing  business. 
First  to  use  brand  name  on 
commodity'  product.  Pitch- 
man's avian  looks  helped  sell 
fortune's  worth  of  birds:  "It 
takes  a  tough  man  to  make  a 
tender  chicken."  Handed 
reins  over  to  son  James  in 
1992.  Perdue  Farms  still 
clucking  away:  $2.2  billion 
revenues  last  year.  Second- 
largest  poultry  outfit,  after 
Tyson.  Now  owns  Salisbury, 
Md.  minor-league  baseball's 
Shorebirds.  Member  since 
1986. 
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Trautr.  Hi,u 
Manila,  Philippines 


ShanBri-UHultl, 
Singapore 


ShariijriLa  Hold, 
Bangkok.  Thailand 


Opening  Mid  1997  For  reservations,  call  your  travel  consultant  or  USA,  Canada  &  Mexico  toll-free   1  800  942  5050.  Internet:  http;//wwwShangri-La  com 


SHANGRI-LA 

HOTELS  a/irf  RESORTS 


Average  number  of  children 
of  The  Four  Hundred  is  2.9. 


Craig  Robert 
Benson 

$820  million 

Cabletron  Systems.  Rye,  N.H.  43 

Married,  2  daughters 

Stuart  Robert 
Levine 

$730  million 
Cabletron  Systems. 
Stratham,  N.H.  39 
Divorced,  1  son 

Cabletron  founders.  In  August 
Levine  resigned  as  CEO  at  a 
time  when  company  is  strug- 
gling in  netu'orking  market. 
Reason:  rise  of  new  switching 
technolog)',  dominated  by  rival 
Cisco  S)'stems  (see  Mor£frid£e). 
Levine's  eccentric  st^'le — drove 
army-surplus  tank — didn't 
help.  Still  retains  about  10% 


voting  control  of  company, 
even  after  selling  more  than 
S300  million  in  stock  over  the 
years.  Benson  still  chairman, 
active  in  GOP  politics.  Began 
Cabletron  in  garage  in  1983. 
Gained  tough  reputation  with 
suppliers,  customers  and 
employees.  First  to  hook  up  a 
network  in  orbit,  on  troubled 
iVIir  space  station.  Lexine  voted 
least  likely  to  succeed  by  high 
school  classmates.  Members 
since  1991. 

Richard  J.  Egan 

$800  million 

Data  storage.  Hopkinton,  Mass.  61 
Married,  5  children 
EMC    Corp.    founder    and 
family  still  unloading  stock  in 
data  storage  company.   Co- 
founded  1979  with  college 


roommate.  Sold  solid-^tate 
memory  boards;  faltered  after 
mid-1980s  IPO.  Break- 
through with  storage,  scheme 
using  cheap  disk  drives  simul- 
taneously to  store  and  back  up 
data.  With  nearly  50%  of 
mainframe  storage  market, 
now  pushing  into  client-server 
storage.  Member  since  1994. 

Louis  L.  Gonda 

$800  million 

International  Lease  Finance  Corp. 

Beverly  Hills,  49 

Married,  5  children 

Leslie  L.  Gonda 

$780  million 

International  Lease  Finance  Corp. 

Beverly  Hills,  78 

Married,  3  childien 


Father  and  son.  Leslie  and 
wife,  Susan,  survived  Holo- 
caust concentration  camps;  fled 
Hungary  1947.  With  son 
Louis  and  firiend  Steven  Udvar- 
Hazy  (see),  pooled  $150,000 
and  $1.7  million  bank  loan  to 
found  International  Lease 
Finance  1973.  Deregulated  air- 
liners eager  for  cheap,  low-risk, 
short-term  leases.  Public  1983; 
now  one  of  world's  largest  air- 
craft lessors.  Merged  with  AIG 
1990.  LesUe  ILFC  chair;  Louis 
executive  VP.  Big  philan- 
thropists: Leslie  and  wife's 
foundation  sponsor  medical 
research  at  UCLA,  Mayo 
Clinic,  City  of  Hope.  Also  U.S. 
Holocaust  Museum,  humani- 
tarian projects  in  U.S.  and 
abroad.  Members  since  1993. 

John  C.  McNair 

$800  million 
Energy.  Houston.  59 
Married,  4  children 
His  Cogen  Technologies 
largest  private,  independent 
power  company  in  U.S.,  with 
1,400  megawatts.  Known  for 
holding  fattest  utility  contracts 
in  the  industry,  may  still  feel 
pinch  of  deregulation.  "Elec- 
tricity will  become  a  commod- 
ity'." Now  solely  domestic  but 
says  Asia  is  where  industry 
growth  lies.  Backed  out  of  2 
Cogen  deals  earlier  this  year  in 
China  and  Pakistan,  ostensibly 
to  avoid  double  profits'  taxa- 
tion. Other  interests  managed 
by  personal  investment  compa- 
ny Palmetto  Partners:  equities. 
Thoroughbred  racehorses.  Co- 
owner  of  1997  Belmont 
Stakes'  winner  Touch  Gold. 
Member  since  1996. 

Donald  Tyson 

Hamburger  helper:  he  is 
now  buying  Hudson  Foods. 
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Master  of  the  sleight  of  hand 


John  C.  Malone 

$750  million 

Cable  TV.  Parker,  Colo.  56 
Married,  2  children 

Malone  ftiriously  recapitalizing  TCI,  gaining  greater  control  in  wake  of  longtime  partner  Bob  Magness'  death  (see 
.Dropouts).  Arranged  deal  giving  himself  right  to  buy  majority  of  Magness'  voting  stock.  Also  paring  assets:  recently 
sold  cable  systems  to  Cablevision,  spun  off  satellite  division;  programming  possibly  next.  Joined  TCI  in  1973  afi;er 
stint  at  Bell  Labs,  developed  reputation  as  ruthless  negotiator.  Most  notable  enemy:  U.S.  Vice  President  Al  Gore, 
who  dubbed  Malone  "Darth  Vader."  TCI  stock  up  20%  since  Bill  Gates  completed  $1  billion  investment  in  Com- 
cast. Still  biggest  cable  company  in  U.S.,  with  more  than  14  million  subscribers.  Member  since  1993. 


Harold  Honickman 

$800  million 

Soft  drink  bottler.  NYC; 

Philadelphia.  64 

Married,  2  children 

"I  want  stomach  share."  Soft 


drink  bottler  gets  it  with  dis- 
tributorship that  runs  from 
Virginia  to  Rhode  Island, 
including  lucrative  New  York 
City  market.  Father  talked 
Pepsi  into. giving  Harold  bot- 
tling/distribution   rights    in 


southern  New  Jersey;  wealthy 
father-in-law  built  him  a  bot- 
tling plant.  Acquired  strug- 
gling Canada  Dry  bottling 
operations  in  New  York,  sub- 
urban Philly;  added  private 
labels.  Today  Honickman  one 


of  biggest  independent  bot- 
tlers: Pepsi-Cola  Bottling  of 
New  York,  Coors  New  York, 
Canada  Dry  of  New  York;  also 
Snapple's  distributor  in  Bald- 
more  and  Rhode  Island. 
Member  since  1996. 
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George  Mitchell  has  the  most  children:  10. 


7 
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Stanley  F. 
Druckenmiller 

$800  million 
Money  management. 
NYC;  Palm  Beach,  Fla.  44 
Married,  3  children 
George  Soros'  second-in-com- 
mand. Dismal  1996  with  giant 
Quantum  Fund  returning 
1.5%  loss.  Better  1997,  but 
having  trouble  beating  S&P 
500.  Magna  cum  laude,  Bow- 
doin  College.  Stock  analyst 
Pittsburgh  National  Bank. 
Quickly  promoted:  "I  had  a 
natural  aptitude."  At  28,  left 
to  start  money  manager 
Duquesne  Capital  Manage- 
ment 1981.  Left  to  work  ft)r 
Soros  1988,  who  became 
mentor.  Day-to-day  manager 
of  ftinds  since  1989.  Believed 
to  get  30%  of  Soros'  incentive 
fee.  Member  since  1995. 


Ronnie  Chan 

$800  million 

Hang  Lung  Group.  Hong  Kong.  47 
Married,  2  children 
U.S.  citizen,  but  lives,  does  busi- 
ness in  Hong  Kong:  "1  thought 
I  would  never  go  back."  Heads 
late  father's  Hang  Lung  Group 
(Hang  Lung  Development, 
Amoy  Properties,  Grand  Hotel 
Holdings).  Concentrated  on 
Asian  investments.  Does  not 
believe  in  silver  spoons:  "It's  the 
best  way  to  poison  your  family. 
1  told  my  kids  early  on:  You're 
not  going  to  get  a  dime." 
Member  since  1995. 

William  Michael 
Cafaro 

$800  million 

Shopping  malls.  Hubbard,  Ohio.  84 

Widowed,  3  children 


David  Koch 
Deeply  immersed 
in  New  Yorl<  high 
life,  the  former 
Libertarian  Party 
honcho  holds 
court  with  wife, 
Julia,  from 
Jackie  Kennedy 
Onassis' 
$9.5  million 
Fifth  Avenue 
apartment. 


We  hear  rumblings  family  may 
want  to  sell  company.  William 
an  immigrant's  son  who  built 
first  strip  mall  late  19.40s  with 
brother  John  (d.  1987).  Big 
contributors  to  postwar  sub- 
urban sprawl.  Focus  on  mid- 
western  middle-market  shop- 
pers; rarely  sells  property,  little 
debt.  Today  among  top  devel- 
opers in  nation;  strong  ties  to 
anchors  such  as  J.C.  Penney, 
Sears,  Montgomery  Ward.  "If 
you  make  a  friend  today,  you 
can  always  make  a  deal  tomor- 
row." Member  since  1989. 

John  P.  Morgridge 

$790  million 

Cisco  Systems.  San  Jose,  Calif.  64 
Married,  2  children 
Former  CEO  of  Cisco  Sys- 
tems. Sales  up  more  than  100- 
fold  during  tenure.  Now 
market  leader  in  networking 
technology:  80%  of  all  routers 
hooked  up  to  the  Internet  are 
Cisco's.  Stanford  M.B.A., 
worked  at  Honeywell  for  20 
years.  Came  to  Cisco  after 
two-year  stint  at  laptopmaker 
Grid  Systems.  Main  product: 
routers,  devices  used  to  con- 
nect groups  of  computers. 
Stepped  aside  as  CEO  in  1995, 
became  chairman.  Known  for 
frugalit}',  generosity:  recently 
rented  vacation  car  from  Rent- 
a-Wreck;  big  donator  to  Stan- 
ford. At  recent  conference  said 
this  about  company:  "Cisco  is 
not,  and  has  never  been,  strate- 
gic. What  we  are,  and  have 
been,  is  excellent  tacticians  and 
very  good  at  execution." 
Member  since  1996. 

Nelson  Peltz 

$790  million 
LBOs.  Bedford,  N.Y.; 
Palm  Beach,  Fla.  55 
Divorced,  remarried;  8  children 


In  May,  his  Triarc  Cos.  com- 
pleted purchase  of  Snapple 
from  Quaker  Oats  for  $310 
million,  3  years  after  Quaker 
paid  $1.7  billion.  Redesigned 
labels,  now  focusing  on  deli 
market.  Wharton  dropout. 
Built  up  family  food  distribu- 
tor, sold  1978.  With  longtime 
partner  Peter  May  bought, 
sold  companies  (Triangle 
Industries,  canning  opera- 
tions) through  1980s.  Paid 
$80  million  for  26%  of  Victor 
Posner's  DWG  1993,  now 
Triarc.  Company  also  owns 
Arby's  fast-food  chain,  Mistic 
drinks.  Hangs  out  at  his  hot 
Midtown  Manhattan  restau- 
rant Patroon.  Member  since 
1989. 

Robert  Allen 
Naify 

$790  million 
Movie  theaters. 
San  Francisco.  75 
Married,  6  children 

Marshall  Naify 

$540  million 
Movie  theaters. 
San  Francisco.  76 
Divorced,  3  children 
Two  sons  of  Lebanese  immi- 
grant father  who  built  movie 
theater  empire,  starting  with 
Atlantic  City  theater  in  1912. 
Later  bought  half  of  United 
Artists  Theater  Circuit.  One  of 
cable  TV  pioneers  in  1950s. 
Two  sons  worked  their  way  up 
the  company  as  ushers,  projec- 
tionists. In  1986  sold  to  Tele- 
Communications  Inc.  for 
stock,  cash,  convertible  notes. 
Still  control  Todd-AO,  Los 
Angeles-based  post-production 
company  for  Apollo  13,  other 
films.  Brothers  keep  low  pro- 
files. First  appeared  on  list 
1987. 
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We're  helping  thousands  of  people  purchase  homes  at  the  same  address. 


WWW.COUNTRYWIDE.COM 


Get  a  special  rate  with  our  Gold  Credit"  Home  Loan  when  you  apply  on  the  Internet. 


Couiitiywide 

HOME  LOANS 


Easy.  Really;*; 


(^ 


■i-r:iV«C'-:?5:-":-_   ^^■.■■ir:.    i:.','af  jeL«."»j^.*,if rvr^*- 


Equal  Housing  Lender.  ©  1 997  Councryv/ide  Home  Loans.  Inc.  Trade/service  marks  property  of  Countrywide  Credit  Industries,  Inc.  and/or  its  subsidiaries.   5/97. 


George  L. 
Lindemann 

$790  million 

Cable  TV,  cellular  phones. 
Wellington,  Fla.; 
Greenwich,  Conn.  61 
Married,  3  children 
"Every  time  everyone  is  talk- 
ing about  something,  that's 
the  time  to  sell."  Wharton 
grad  made  three  fortunes, 
working  on  fourth.  Developed 
new  type  of  contact  lens,  sold 
out  to  Cooper  Labs  1971  for 
$60  million.  Acquired  New 
Jersey  cable  TV  licenses,  lever- 
aged Vision  Cable  to  230,000 
subscribers  in  6  states;  sold  to 
Newhouse  brothers  (see)  for 
$220  million  1982.  Reinvest- 
ed in  cellular  telephone  licens- 
es; sold  Metro  Mobile  to  Bell 
Atlantic  1992  for  stock  now 
worth  $570  million.  Now  con- 
trols public  natural  gas  utility 
Southern  Union.  Member 
since  1989. 

Robert  Earl 
Holding 

$780  million 

Refining,  gas  stations,  real  estate. 
Salt  Lake  City.  70 
Married,  3  children 
Largest  landowner  in  Salt  Lake 
City  outside  Mormon  Church, 
nearly  half  million  acres.  Air 
Force  veteran  converted  gas 
station  into  successful  chain. 
Bought  small  Wyoming  refin- 
ery 1968;  leveraged  to  buy 
Sinclair  Oil  1976.  Began 
acquiring  ranch  land,  other 
real  estate,  in  Montana,  Idaho, 
Wyoming.  Bought  Sun  Valley, 
popular  Idaho  ski  resort  for 
$12  million  1977.  Now  pour- 
ing $300  million  into  Utah 
resort.  Snow  Basin,  in  prepara- 
tion for  2002  Winter  Olym- 
pics. Member  since  1994. 

Helen  Kinney 
Copley 

$775  million 

Publishing.  La  Jolla,  Calif.  74 

Divorced,  widowed;  1  son 


Roy  Edward  Disney 

$810  million 

Walt  Disney  Co.  Los  Angeles.  67 
Married,  4  children 

Walt  Disney's  nephew  recently  took  advantage  of  bull  market,  unloaded  over  a  million 
shares  of  Disney  stock  just  points  off  its  historic  high.  Uncle  Walt,  animated  cartoon 
legend,  started  original  Walt  Disney  Productions  1923.  Young  Roy  worked  at  studio 
for  24  years  as  film  editor,  writer,  producer;  quit  1977  after  fight  with  management. 
Teamed  with  Bass  brothers,  returned  to  Disney  as  vice  chairman  1984:  placed  new 
emphasis  on  animation,  with  The  Lion  Kinjj,  Vie  Little  Mermaid  and  Pocahontas 
putting  the  magic  back  in  the  kingdom.  Brought  in  Michael  Eisner;  helped  turn 
Mickey  Arouse  empire  into  entertainment  powerhouse.  His  Shamrock  Holdings,  run 
by  investment  ace  Stanley  Gold,  has  had  hits  (radio,  real  estate)  and  misses  (Grand 
Union,  L.A.  Gear).  Member  since  1982. 


f 
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only  at  Bloomingdale's 


omy  at  Dioomineaaie  s 

ETROPOLITANVIEW 
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After  24  years  running  the 
family  newspaper  empire, 
Copley  handed  the  reins  to  her 
only  son,  David,  45.  Daughter 
of  Iowa  railroad  man,  became 
secretary  to,  then  wife  of  James 
S.  Copley,  adopted  son  of 
newspaper  magnate  Colonel 
Ira  Copley.  She  shocked  James' 
cronies  who  expected  to  take 
over  operations  on  his  death 
1973  by  seizing  control  herself. 
Sold  unprofitable  papers; 
slashed  payroll.  Now  12  dailies, 
including  flagship  San  Diego 
Union.  James'  2  children  fi-om 
first  marriage  beneficiaries  of 
trust.  Member  since  1982. 


30  members  of  The  Four  Hundred 
are  college  dropouts. 


Leon  Hess 

$770  million 

Amerada  Hess  Corp.  Deal,  N.J,  83 
Married,  3  children 
After  his  New  York  Jets  suffered 
miserable  1-15  season  last  year, 
Hess  brought  in  former  New 
York  Giants  coach  Bill  Parcells 
to  get  the  team  moving.  Early 
results:  undefeated  in  pre- 
season. Son  of  Lithuanian 
immigrant,  Leon  reorganized 
father's  small  ftiel-delivery  com- 
pany age  19.  Expanded  into 
drilling,  refining,  exploration. 
Went  public  1969  when  Hess 
Oil  acquired  Amerada  Corp. 


International's  oil,  natur^  gas 
refineries.  Plans  to  increase 
exploration  in  North  Sea  and 
U.S.  Gulf  of  Mexico:  Now  500 
Hess  gas  stations  in  U.S.  Son 
JoJin  chair  and  CEO.  Leon  still 
on  board.  Member  since  1982. 

Michael  D.  Eisner 

$760  million 

Walt  Disney  Co.  Los  Angeles.  55 
Married,  3  children 
One  of  the  first  and  few  cor- 
porate hired  hands  to  make  it 
to  The  Forbes  Four  Hundred 
(another  is  Coke's  Roberto 
Goizueta).     Disney's     main 


mouse  is  well  on  his  way  to  bil- 
lionairedom.  Eisner  hired 
friend  Michael  Ovitz,  dis- 
missed him  16  months  later; 
Ovitz  didn't  leave  empt\'- 
handed:  $95  million  severance 
jackpot  caused  near  revolt  at 
shareholders'  meeting.  Still 
hard-driving  (and  driven), 
Eisner  has  boosted  Disney 
stock  2,200%  since  coming  to 
the  aihng  studio  in  1984. 
Renewed  old  luster  through 
animated  movies  ( Little  Mer- 
maid, Lion  Kin£[)  and,  lately, 
acquisitions:  Capital  Cities/ 
ABC  for  S20  billion  in  1996. 
Also  sports,  with  purchase  of 


Robert  McNair 

After  making  a  killing  in  cogeneration  power,  McNair  got  into  horse  breeding— and  racing.  His  newfound  pastime 

is  already  paying  off:  His  prize  Thoroughbred,  Touch  Gold,  won  the  prestigious  Belmont  Stakes  in  1997. 
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eye  on  the  ball? 


^rulal  wafer  hazards.  Unfair  fairways.  (3  fill, 
fhe  greafesf  challenge  of  all  is  keeping  ydur  eye 
from  wandering  to  pink  shores  and  turquoise 
reefs.  ^11  in  a  place  with  more  golf  courses  per 
square  mile  than  any  other  country  in  the  world. 
Call  your  travel  agent  or  i-SOO-l^ermuda. 
^nd  sorry,  no  additional  strokes  for  sunsets. 


$610 


round  trip 


4-doy/3-night  oir-inclusive  pockoge. 

Call  your  trovel  ogent  or  1-800-BERHIIDA  todoy. 

Ask  your  hotel  obout  golf  In  Berauda. 


%   t    B    M    U    fl   ^ 


l2\  yourself  O" 


]h  'ma  Mir  nry.  leori  prin  tased  on  lew  fork  depomre.  Pttck  wty  bosed  on  pctni  of  deponurE  Prices  m  miniiriuni  role,  per  person,  doutle  occupottcy,  flotes  ore  effective  llpri!  1. 1997.  through  October  3L 195/.  end  ore  subject  to  chonge,  peoltfholidoy  sufctiorges.  ovoilobillry.  conceMion  chorges.  omf  restriciions,  Not  mduded  ore  hotel  loi. 
mats,  sencs  charges,  and  teson  levies.  AJso  not  irduded  are  opplicoble  deporture  toxes.  customs  and  inimigioiion  lees,  and  possengei  tocitiiY  charges.  Packages  available  from  major  airfinesywholesalers  serving  Berrmjdo.  Package  prices,  lenoi  and  cortdllians  vary  by  wholesaler.  Not  responsible  for  errors  ai  otnissions  vithin  the  content  of  this  od. 


y 


The  average  net  worth  of  college  dropouts:  $3.3  billion. 
Average  net  worth  of  Ivy  League  graduates: 

$1.8  billion. 


Edgar  Bronfman  Sr. 

The  Seagram  chairman's 

new  mission: 

recovering 

Nazi  gold 

from  Swiss  banks. 


baseball's  Anaheim  Angels  and 
hockey's  Mighty  Ducks. 
Mighty  Ducks  emulating 
Donald:  best  merchandising 
franchise  in  NHL.  In  Septem- 
ber bouglit  cable  channel  Clas- 


sic Sports.  Eisner  first  appeared 
on  Ust  1993. 

Ernest  J.  Olde 

$760  million 
Discount  stockbroker. 
Detroit;  Cayman  Islands.  59 
Divorced,  remarried; 
3  children 

"High-end"  discount  broker- 
age founder  with  knack  for 
getting  sued.  Most  recently: 


class  action  alleging  Olde  deal- 
ers fixed  spreads  on  certain 
Nasdaq  securities.  Started 
career  as  broker  with  Kidder, 
Peabody.  Left  to  pioneer  dis- 
count brokerage.  Started  mar- 
keting with  radio  spots,  mass 
mailings;  scaled  back  after 
1987  crash,  rebuilt.  Intro- 
duced commissionless  trading 
1993.  Now  200  oflSces  nation- 
wide. Intensely  private,  natty 
dresser,  capricious  leader. 
Member  since  1995. 

Leonard  Abramson 

$760  million 

Healthcare.  Blue  Bell,  Pa.  64 
Married,  3  daughters 
His  U.S.  Healthcare  acquired 
by  Aetna  last  summer  in  $8.3 
billion  deal;  new  entity  now 
largest  health  care  company  in 
U.S.  Leonard  driven  by  dad's 
failures.  Drove  cab  for  cash 
while  attending  Philadelphia 
College  of  Pharmacy  &  Sci- 
ence. Hotshot  salesman  Parke - 
Davis  1960;  quit  when  passed 
over  for  promotion.  Believed 
by  early  1970s  HMOs  most 
promising  health  care  alterna- 
tive. Took  U.S.  Healthcare 
pubHc  1983.  Thought  Clin- 
ton's health  plan  "a  perverse 
socialism."  Member  since 
1992. 

Dean  White 

$760  million 
Billboards,  hotels. 
Crown  Point,  Ind.  74 
Married,  4  children 
Despite  hounding  from  Wall 
Street  ("I  can't  think  of  a  firm 
that  hasn't  been  here  at  least 
twice"),  won't  sell  his  Whiteco 
Industries,  nation's  largest  pri- 
vate outdoor  advertiser.  Mer- 
chant Marine  Academy  gradu- 
ate. Dean  took  over  father's 
company  1946.  First  break: 


contract  with  Holiday  Inn — 
billboard  for  every  hotel;  grew 
on  strength  of  highway  cover- 
age. Expanded  into  hotels, 
mostly  Marriotts:  owns  18 
directly;  another  28  through 
partnerships.  Member  since 
1996. 

John  William 
Berry  Sr. 

$750  million 

Yellow  Pages.  Dayton,  Ohio.  75 
Twice  divorced,  remarried;  5  sons 
Son  of  Loren  M.  Berry,  horse- 
radish salesman  who  convinced 
Dayton  Home  Telephone  Co. 
to  sell  ads  on  yellow  paper  he 
could  buy  cheap.  "Mr.  Yellow 
Pages"  died  1980  at  91,  his 
product  by  then  a  part  of  the 
language.  John  Sr.  bought  out 
siblings,  expanded.  Sold  L.M. 
Berry  &  Co.,  then  second- 
largest  Yellow  Pages  agent,  for 
BellSouth  stock  1986.  With 
family  believed  to  still  hold 
some  14  million  shares. 
Member  since  1983. 

Edward  J. 
DeBartolo  Jr. 

$750  million 
Shopping  centers. 
Youngstown,  Ohio.  50 
Married,  3  daughters 
Charged  with  battery  in  Janu- 
ary after  a  postgame  scuffle 
with  Green  Bay  Packers  fan. 
His  San  Francisco  49ers  lost 
that  game,  but  DeBartolo  and 
his  co-owner,  sister  Denise 
York  (see),  won  big  back  in 
Fogtown.  After  tough  cam- 
paign,       voters        recently 
approved — by    a    razor- thin 
margin — putting  up  $100  mil- 
Hon  for  a  new  stadium/shop- 
ping center  complex.  He  and 
sis   inherited   shopping-mall 
empire  from  Ed  Sr.;  merged 
with  Simon  Property  Group 
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last  year;  now  called  Simon 
DeBartolo  Group  REIT.  Ed 
Jr.  also  spreading  out  into  casi- 
nos, riverboat  gambling. 
Memh)er  since  1995. 

Thomas  H.  Lee 

$750  million 
LBOs.  Boston.  53 
Divorced,  remarried; 
2  children 

Thomas  H.  Lee  Co.  buying 
Fisher  Scientific  for  $1.4  bil- 
lion, beating  out  hostile  SI  bil- 
lion bid  by  Bass  brothers. 
Biggest  win  1996:  Experian 
credit  data  company  for  $1  bil- 
lion; sold  7  weeks  later  $1.7 
billion.  Founded  firm  1974 
with  S  100,000  savings  and 
inheritance:  "I  knew  I  wanted 
to  own  companies,  but  I 
didn't  know  quite  how  to  do 
it."  Found  out:  between  1974 
and  1984,  bought  and  sold 
about  50  companies.  Analyzes 
1,500  deals  a  year;  300  fit 
midcap  growth  strategy'.  Aver- 
age year:  buy,  sell  5  companies. 
Member  since  1993. 

Sanjiv  Sidhu 

$750  million 
Manufacturing  software. 
Dallas.  40 
Married.  2  children 
Founder,  67%  owner  of  i2 
Technologies,  soft^vare  maker 
that  figures  out  most  cost- 
effective  production  schedules 
for    manufacturers,    others. 
Born  Hyderabad,  India.  Col- 
lege near  home,  then  Okla- 
homa State  for  master's  in 
chemical  engineering.  Started 
company  1988  after  stint  at 
Texas  Instruments.  Said  no 
thanks  to  venture  capitalists: 
"It  took  less  effort  to  sell  $3 
million  of  software  than  to 
negotiate  $3  million  in  venture 
capital."  Member  since  1996. 
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''Our  five-year  rating 
is  in..." 

^     ^     ^     ^     ^ 

MORNINGSTAR      5-YeAR      RANKING      8/3 1/97 
Top  10%  out  of  1,1 60  domestic  equity  funds 


The  Robertson  Stephens 

Value  + 
Growth  Fund 


Ron 
Elijah 

Portfolio 
Manager 


No  Load 


30.11% 

One -Year 

Total  Return 

6/30/96-6/30/97 


25.47% 

Five- Year 

Average  Annual  Return 

6/30/92  -  6/30/97 


1-800-766-3863 

ref.#  980 


www.rsim.com 


24.23% 

Average  Annual  Return 

Since  Inception 
5/12/92-6/30/97 


Performance  data  represents  past 
performance,  which  is  no  guaran- 
tee of  future  results.  Investment 
return  and  principal  value  will 
fluctuate  so  that  shares,  when 
redeemed,  may  be  worth  more  or 
less  than  their  original  cost. 


MUTUAL    FUND 

P 

OneSource 

FROM     SC  H WAB 

r 

ROBERTSON 
STEPHENS  & 
COMPANY 


1-800'5'NO'LOAD 


SINCE 


19     7     8 


For  the  three-year  period  ending  8/3 1/97,  the  Fund  received  three  stars  and  was  rated  among  2,073  domestic  equi- 
ty fijnds. 

For  more  information,  including  management  fees,  expenses,  and  the  special  risks  associated  with  this  Fund,  call 
Robertson,  Stephens  &  Company  LLC,  distributor,  for  a  prospectus.  Read  it  carefully  before  you  mvest. 
Morningstars  proprietary  ratings  reflect  historical  risk-adjusted  performance,  are  subject  to  change  monthly  and 
are  calculated  from  the  Fund's  five-year  average  annual  returns  in  excess  of  90-day  T-bill  returns  with  appropriate 
fee  adjustments.  Ten  percent  of  the  hinds  in  an  mvestment  category  receive  five  stars,  the  next  22.5%  receive  four 
stars  and  the  next  35%  receive  three  stars. 

Charles  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE,  provides  recordkeeping  and  shareholder  services 
for  shares  purchased  thr(iut:h  its  Mutual  Fund  OneSource"  Service. 


Bringing      the      Fund      Manager      to      You 


ISSMFm 


v> 


At  least  48  members  of  The  Four  Hundred 

are  firstborn. 


LJKnjP 


Thomas  John 
Flatley 

$730  million 

Real  estate.  Milton,  Mass.  65 
Married,  5  children 
Flatley's  massive  Boston  port- 
folio rocketing  in  value  along 
with  city's  real  estate  market. 
Born  Ireland,  came  to  U.S.  in 
1950:  age  18,  $32  in  pocket. 
Night  school;  started  electrical 
installation  company,  then  into 
real  estate.  Notorious  low- 
baller  when  buying  properties, 
also  underestimates  net  worth 
by  half.  Avoids  limelight,  lever- 
age. Doesn't  believe  in  vaca- 
tions. First  appeared  on  list 
1988. 

Roger  Milliken 

$725  million 
Textiles,  investments. 
Spartanburg,  S.C.  81 
Married,  5  children 
Longtime  head  of  Milliken  & 
Co.,  largest  private  U.S.  tex- 
tile firm.  Cofounded  1865  by 
grandfather  Seth  Milliken  and 
William  Deering  (left  to  start 
what    became    International 
Harvester)  as  dry  goods  job- 
ber.      Financed       fledgling 
Southern    mills,    wound    up 
owning  many  in  Depression. 
Also     controls     Mercantile 
Stores  Co.  Siblings  Gerrish, 
Anne  Franchetti,  share  small- 
er  stake    of  family    fortune 
estimated    at    SI. 5    billion. 
Member  since  1982. 

Frederick  W.  Smith 

$725  million 

Federal  Express.  Memphis,  Tenn.  53 
Divorced,  remarried;  10  children 
Not  exacdy  bare-bones  begin- 
nings— over  $80  million  in 
family  money  and  venture  cap- 
ital to  launch  Federal  Express 
in  1973 — but  he  sure  made 


the  bankroll  grow.  FedEx's 
584  planes  now  deliver  2.8 
million  packages  a  day,  versus 
6  on  first  flight.  Cuts  large 
figure  in  Memphis  and  on 
Capitol  Hill:  successfully  lob- 
bied to  place  legal  hurdles  in 
the  way  of  union  drive.  Cur- 
rently rumored  to  be  under 
scrutiny  for  campaign  contri- 
bution to  Clinton-Gore  camp. 
FedEx  now  a  verb.  First 
appeared  on  List  1982. 

William  B.  Turner 

$720  million 

Coca-Cola.  Columbus,  Ga.  74 

6  children 


Sarah  Turner  Butler 

$720  million 

Coca-Cola.  Columbus,  Ga.  77 

Married,  3  children 

Elizabeth  Turner 
Corn 

$720  million 

Coca-Cola.  Columbus,  Ga.  71 
Married,  5  children 
Sibhngs.  Grandfather  W.C. 
Bradley  founded  eponymous 
company  1885;  currently  in 
real  estate,  sports  apparel,  bar- 
becue grills.  But  most  of 
family's  wealth  from  early 
Coke  investments  by  Grandpa 


Joan  Kroc,  center,  and  friends  at  ttie  Del  Mar  Racetrack 

The  McDonald's  heiress  was  "Angel"  of  Grand  Forks,  N.D., 

anonymously  donating  $15  million  to  flood  victims. 


Bradley.  Shares  passed  through 
trust  to  grandchildren.  William 
stepped  down  as  Coke  board 
director  April  1996.  Claims  to 
have  neither  given  away  stock 
nor  kept  it;  but  family  still 
believed  to  hold  nearly  30  mil- 
lion Coke  shares.  Members 
since  1993. 

Oakleigh  Blakeman 
Thorne  III 

$720  million 

Publishing.  Millbrook,  N.Y.  65 
Divorced,  remarried;  4  children 
Great-grandfather  Oakleigh 
Thorne  bought,  built  compa- 
ny that  became  largest  pub- 
lisher of  tax  guides  for  lawyers, 
accountants,  government;  IRS 
biggest  subscriber.  Oakleigh 
111  less  committed  to  compa- 
ny; spent  more  time  on  900- 
acre  Thorndale  estate. 
Founder's  great-great-grand- 
son, Oakleigh  IV,  joined  com- 
pany, rolled  up  sleeves: 
trimmed  payroll,  reorganized 
management,  pushed  for  dra- 
matic shift  toward  electronic 
publishing.  Rewarded  with 
CEO  tide  April  1995.  Sold  out 
last  year  to  Wolters  Kluwer, 
doubling  family  fortune:  "We 
found  the  offer  very  com- 
pelling." Thorne  family  no 
longer  associated  with  compa- 
ny. First  appeared  on  list  1982. 

Vl^lliam  Barron 
ffilton 

$720  million 
Hilton  Hotels  Corp. 
Holmby  Hills,  Calif.  69 
Married,  8  children 
Hilton  still  trying  to  take  over 
ITT  Corp.;  ITT  resisting  tooth 
and  nail.  Son  of  hotel  magnate 
Conrad    Hilton    (d.    1979), 
young  Barron  joined  company 
after  stint  as  WWII  Navy  pho- 
tographer. Became  president 
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ri^'^u. 


THE  SOLE  OF  SUCCESS. 


detective  is  bock  in  the  new  dramatic  series  fiichoel  Ho^es. 
Ihis  time  Coruso  may  seem  more  relaxed.  Why?  Because  he's 
wearing  Plorsheim  Comfortech"  shoes.  For  the  long  days  on 
the  set,  the  superior  fit  and  extra  padding  of  these  stylish 
casuols  keep  David  feeling  comfortable. 


m^- 


^. 


FLORSH  EIM 


http://www,flofsheini.coniTonreo1ions  cod  1-800-44G-3500 


1^171 


> 


Apple  gets  a  Jobs 


Steven  Paul  Jobs 

$710  million 

Software,  computers.  Palo  Alto,  Calif.  42 
Married.  3  children 

Apple  Computer  cofounder  (1976),  ousted  years  back,  returns  to  refloat  leaky 
ship.  As  temporary  chief  executive  makes  deal  with  archrival  Bill  Gates.  Joke  in 
Seattle:  what  do  you  get  when  you  cross  Apple  with  Microsoft?  Answer: 
Microsoft.  Apple  diehards  not  amused.  But  Jobs  has  invited  pal  Larry  Ellison 
(see),  Intuit's  William  Campbell  to  join  board  and  help  find  ways  to  utilize 
Apple's  dwindling  but  still  considerable  strengths.  Even  if  Apple  rescue  fails,  Jobs 
won't  starve.  He  recently  sold  his  Next  Software  to  Apple  for  over  $400  mil- 
lion— in  cash  and  stock;  sold  all  Apple  shares  but  one.  Also  runs  Pixar  Aiiimation 
Studios.  Member  since  1982. 


Hilton  Hotels  Corp.  in  1966. 
Bought  2  Las  Vegas  hotels 
1970.  With  last  year's  Bally 
Entertainment  acquisition, 
gaming  division  now  accounts 
for  nearly  half  of  company's 
operating  profit.  Current  pres- 
ident, Stephen  Bollenbach 
(who  engineered  Disney-Cap- 
ital Cities/ ABC  merger),  lead- 
ing Hilton  to  new  heights: 
almost  $4  billion  in  acquisi- 


tions so  far.  Barron  avid 
hunter,  fisherman,  balloonist. 
First  appeared  on  list  1982. 

Lawrence  Flinn  Jr. 

$710  million 

United  Video  Satellite  Group 

Greenwich,  Conn.  61 

Married,  3  children 

Citing  health  reasons,  recentiy 

retired  as  chairman  and  CEO 


of  UVSG.  Remains  on  board, 
suU  major  stockholder.  Came 
to  cable  from  investment 
banking.  Took  over  UVSG  in 
1976,  turned  into  satellite  dis- 
tributor of  programming  to 
cable  and  radio  systems, 
including  Chicago's  WGN, 
other  popular  stations.  Also 
TV  listings  \ia  Prevue  Network 
Channel.  Took  public  1993, 
sold  most  of  voting  stock  to 


TCI  1995  for  large  stake  TCI. 
Member  since  1995. 

Jennifer  Johnson 
Duke 

$700  million 

Inheritance,  lacksonville,  Fla.  56 

Twice  married,  2  children 

James  Loring 
Johnson 

$700  million 

Inheritance.  Pottersville,  N.I.  52 

Married,  6  children 

Elaine  Johnson 
Wold 

$560  million 

Inheritance.  Boca  Raton,  Fla.  69 
Married,  2  children 
Siblings.  Children  of  John 
Seward  Johnson  (d.  1983), 
heirs  to  Johnson  &  Johnson 
fortune.  Much  of  estate  went 
to  John  Seward's  third  wife 
and  former  chambermaid,  Bar- 
bara (Basia)  Piasecka  Johnson 
(see),  who  had  ugly  contest 
with  his  children  over  will;  set- 
tied  1986.  Elaine  publicity-shy, 
very  low-profile;  married  to 
retired  physician.  Jennifer: 
photographer;  husband  Joseph 
designs  fiirniture.  James:  gen- 
tieman  farmer,  painter.  Mem- 
bers since  1992. 

John  Thomas 
Lupton 

$700  million 
Coca-Cola  bottling. 
Lookout  Mountain,  Tenn.  71 
Married,  4  children 

Elizabeth  Lupton 
Davenport 

$700  million 
Coca-Cola  bottling. 
Lookout  Mountain,  Tenn.  64 
Divorced,  remarried;  3  children 
Siblings.  Grandfather  John  T. 
Lupton    (d.    1933)    landed 
rights  to  distribute  Coke  1899. 
Father  Thomas  bought,  sold 
Coke  franchises  at  frenzied 
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Baume  &  Mercier  &  Me 


Stainless  steel  watch  from  the  Hampton  Collection  for  men  and  women. 
Quartz  movement.  Water-resistant  to  99  feet.  (Enlarged  for  detail) 


Baume  &  Mercier 

GENEVE 

MASTER  WATCHMAKERS  SINCE  1830 


or  a  catalog  and  the  authorized  Baume  &  Mercier  jeweler  in  your  area,  phone  1-800-MERCIER.    http//www.baume-et-mercier.com 


Average  net  worth  of  firstborns  is  $1.8  billion, 

non-firstborns  is  $1.5. 


pace.  John  started  1954  as 
bottle  washer;  ran  family's 
Great  Western  Coca-Cola  Bot- 
tling Co.  after  father's  cieath 
1977;  became  largest  U.S. 
Coke  bottler.  Sold  to  Coke 
1986  for  $1.4  billion.  Major 
pillar  Chattanooga  society. 
Elizabeth  lives  quiedy,  gives  to 
local  charities,  shares  in  for- 
tune worth  over  $1.4  billion. 
John  a  member  since  1982; 
Elizabeth  since  1986. 

Harold  FitzGerald 
Lenfest 

$700  million 

Cable  TV.  Huntingdon  Valley,  Pa.  67 
Married,  3  children 
Son  of  traveling  entrepreneur, 
mother  died  when  he  was  13, 
raised  by  religious  Pennsylva- 
nia Dutch  woman.  Columbia 
Law  School,  eventually  landed 
job  as  in-house  counsel  to 
Walter  Annenberg  (see),  who 
sold  him  2  Permsylvania  cable 
systems  for  $2.3  million  1974. 
Lenfest  Communications 
struggled  through  1980s;  res- 
cued with  financing  fi-om  TCI, 
now  50%  owner.  Built  business 
through  clustering  cable  sys- 
tems; acquired  multiple 
Philadelphia  and  Delaware- 
area  systems.  Now  one  of 
largest  clusters  in  U.S.,  with 
1.2  million  subscribers.  TCI 
proposing  3 -way  venture  with 
Comcast  to  create  giant  cluster 
along  mid-Atiantic.  Has  inde- 
pendent cable  interests  in 
France,  Australia.  He  and  wife, 
Marguerite,  still  trying  to  set- 
tle 1995  SEC  insider- 
trading  charge;  case  may  go  to 
trial.  Member  since  1996. 

Marvin  J.  Herb 

$700  million 
Bottling.  Chicago.  60 
Married,  2  children 


CInarles  Scliwab 
The  big  discount  broker  will 
soon  bridge  the  worlds  of 
mutual  funds,  retailing  and 
securities  underwriting. 


Former  Borden  consumer 
products  division  president 
bought  Coca-Cola  botders  for 
Indianapolis,  Chicago  1981. 
Added  more  plants  Milwau- 
kee; Rochester,  N.Y.;  Pittston, 
Pa.  Now  Coke's  third-largest 
independent  bottier,  estimated 
sales  over  $850  million. 
Intensely  private;  tough  man- 
ager, aggressive  labor  negotia- 
tor. Also  frugal:  flies  coach 


for  business.  Member  since 
1991. 

Wimam  Alfred 
Cook 

$700  million 

Catheters,  medical  supplies. 
Bloomington,  Ind.  66 
Married,  1  son 

Northwestern  University  grad- 
uate made  living  first  as 
Chicago  cabbie  1950s,  then  as 
medical  supplies  salesman. 
Quit,  relocated  to  southern 
Indiana,  started  own  medical 
instruments  firm  1963.  With 
$1,500  bought  blowtorch,  sol- 


dering iron  and  supply  of  plas- 
tic tubing,  created  new  cardio- 
vascular catheter.  Added  pace- 
makers, syringes,  cardio- 
vascular shunt.  Industry  now 
dominated  by  public  giants: 
Johnson  &  Johnson,  Boston 
Scientific,  Baxter  Internation- 
al. With  health  insurance 
reforms,  private  operators  like 
Cook  Group  (estimated  sales, 
$380  million)  face  uncertain 
future.  Cook  not  worried; 
diversified  into  real  estate  long 
time  ago.  Insists  Forbes'  esti- 
mate of  his  net  worth 
overblown.  Member  since 
1988. 
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ALFRED   DUNHILL 


LONDON 


The   New  AD   2000  Carbon   Fibre   Fountain   Pen 


New   York       Beverly    Hills       Boston         Chicago       Costa   Mesa 
Honolulu       Houston       Las   Vegas       San    Francisco 


c^m 


From  bonds  TiTDeake 


Michael  Robert  Milken 

$700  million 

Investments.  Los  Angeles.  51 

Married,  3  children 


Lowell  Jay  Milken 

$500  million 

Investments.  Los  Angeles.  48 
Married,  4  children 

Focusing  attention  on  education — the  "human  capital  market,"  he  calls  it.  Witli  broth- 
er, Lowell,  and  pal  Lawrence  Ellison  (see)  runs  Knowledge  Universe,  which  is  into 
work  training  and  educational  products  for  kids.  Raiding  First  Data  Systems,  Sega  and 
Renaissance  Solutions  for  talent.  Funding  eponymous  think  tank:  Milken  Institute. 
Also  funding  prostate  cancer  research.  Los  Angeles-born,  ^^'harton  M.B.A.,  \irtually 
singlehandedly  created  $1  trillion  junk  bond  maiket.  Pleaded  guilt)'  to  technical  securi- 
ty laws  violations,  served  time.  Endowed  with  one  of  the  best  financial  minds  of  the 
century — just  ask  Ted  Turner,  Craig  McCaw,  Rupert  Murdoch,  Ste\e  Wynn,  all  of 
whom  have  turned  to  him  for  financing,  counsel.  Member  since  1986.  LxDwell,  partner 
and  confidant,  Berkeley,  UCLA  law,  member  since  1992. 


Paul  Barry  Fireman 

$690  million 

Reebok.  Newton,  Mass.  53 
Married,  3  children 
Reebok  running  again  with 
new  ultralight  sneaker  design. 
Paul  dropped  out  of  college, 
introduced  women's  aerobic 
shoes  1982.  By  1986  Reebok 
premier  athletic  shoe  company. 
Nike  recovered,  knocked  out 
Reebok.  Dissident  sharehold- 
ers asked  Fireman  to  step 
down;  he  refused,  said  dis- 
satisfied should  sell  out.  Many 
did.  Takeover  rumors  1996. 
Fireman  announced  2-year 
deadline:  would  end  sales 
slump  or  step  down.  Reebok 
bought  back  23%  for  $600 
million.  Bought  Rockport 
brand  1986,  recendy  agreed  to 
make  footware  under  Ralph 
Lauren  label.  Human  rights 
activist.  Member  since  1986. 

Albert  Lee  Ueltschi 

$690  million 

FlightSafety  International. 
Irving,  Tex.  80 
Widowed,  4  children 
Berkshire  Hathaway  acquired 
Ueltschi's  FlightSafet>'  last  year 
for  $1.5  billion  in  stock  and 
cash.  BufFett  calls  it  "a  business 
I  like,  run  by  a  man  I  like  and 
admire."  Raised  on  Kentucky 
dairy  farm,  with  $3,500  loan 
bought  open-cockpit  biplane 
to  give  flying  lessons.  Joined 
Pan  Am  1941;  personal  pilot 
to  founder  Juan  Trippe.  Saw 
lack  of  formal  training  in  busi- 
ness aviation  industry:  started 
FlightSafet}'  1951;  mortgaged 
house  1954  to  purchase  own 
flight  simulator.  Used  off-dut\' 
hours  for  business.  IPO  1968. 
Today  40  training  centers,  over 
160  simulators.  First  appeared 
on  list  1983. 

A.  Alfred  Taubman 

$680  million 

Real  estate. 

Bloomfield  Hills,  Mich.  72 

Divorced,  remarried;  3  children 
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Those  who  have  sailed  with  Crystal  know  there's  a  place  where  no  request  is  too  great,  and  no  detail  is 

too  small.  Where  the  atmosphere  is  comfortably  elegant,  and  the  staff  makes  you  feel  wonderfully  at 

ease.  This  is  Crystal  Cruises- a  vacation  unHke  any  other,  with  spacious  ships  designed  for  a 

modern  style  of  cruising.  Of  our  many  accolades,  the  greatest  is  that  our  guests  return 

agam  and  again.  We  sail  the  world.  Please  come  join  us.  For  a  brochure,  call 

your  travel  agent  or  1-800-820-6663.  Tite  most  j^lorious  ships  at  sea. 


^\lfA 


CRYSTAL     @g'     CRUISES 

"World's  Best  Cruise  Line" Travel  &  Leisure  Magazine  •  Fielding's  Six-Star  Rating 


Forget  pensions. 


Forget  the  gold  watch, 


Forget  company  cars. 


Remember  your  priorities. 


Introducing  the  Smith  Corona 


Work  Efficient™  Fax.  It  faxes. 


It  copies.  It  answers  the  phone 


and  takes  messages  while  you're  out.  It's  part 


of  a  new  line  of  powerful  products  made  for  the 
home  and  small  office.  They're  not  for  everybody 


But,  hey,  neither  are  kids. 


©1997  Smith  Corona  Corporation. 
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'>^" Smith  Corona 

The  way  you  want  to  work 


w*^ 


I 

The  average  net  worth  of  those  divorced  is  $1.5  billion; 
the  average  net  worth  of  those  still  married  is  $1.2  billion. 


Al  teased  as  child  for  dyslexia, 
stuttering;  college  dropout. 
Got  $5,000  loan  1950;  devel- 
oped retail  stores,  strip  malls, 
shopping  centers.  Paved  the 
way  for  current  wave  of  real 
estate  securitization  with  his 
Taubman  Centers  IPO  1992. 
Bought  Sotheby's  1983; 
brought  auction  house  public 
1988;  still  chairman,  largest 
shareholder.  Member  since 
1982. 

Anne  Catherine 
Getty  Earhart 

$670  million 
Inheritance. 

Laguna  Beach,  Calif.  45 
Married,  2  children 

Claire  Eugenia 
Getty  Perry 

$670  million 

Inheritance. 

San  Francisco  Bay  area.  43 

Married,  4  sons 

Caroline  Marie 
Getty 

$670  million 
Inheritance. 
San  Francisco.  40 
Single 

Sisters.  Children  of  George 
Getty  (d.  1973),  oldest  son 
of  oilman  Jean  Paul  Getty  Sr. 
(d.  1976);  collectively  dubbed 
"Georgettes"  by  extended 
fam.ily.  Mid-1980s:  Anne 
squabbled  with  half-uncle 
Gordon  (see)  over  control  of 
Sarah  C.  Getty  Trust,  then 
controlling  shareholder  of 
Getty  Oil.  Amid  Getty  talks 
with  Pennzoil,  1986,  she  peti- 
tioned California  court  for 
injunction;  enter  Texaco. 
Gett>'  Oil  sold  to  latter  for  $10 
billion  same  year.  Family  trusts 
then  splintered;  sisters  each  got 


an  estimated  $400  million. 
Members  since  1989. 

Michael  Price 

$670  million 

Money  manager.  Far  Hills,  N.J.  46 
Divorced,  3  children 
Now  rich  enough  to  indulge 
his  polo  playing  habit  without 
worrying  about  the  cost.  Hit 
jackpot  with  sale  of  Heine 
Securities  last  year  to  Franklin 
Resources  for  up  to  $800  mil- 
lion (price  hinges  on  growth 
targets).  Price  is  expected  to 
stay  on  for  at  least  5  years, 
denying  rumors  he  may  leave. 
He  was  first  hired  as  S200-a- 
week  research  assistant  by  old- 
time  investment  genius  Max 


Heine,  founder  of  Short  Hills, 
N.J. -based  firm;  Price's  father 
Heine  client.  Heine,  then  62, 
took  young  Price  under  his 
wing.  "We  ran  it  together.  It 
was  more  him  in  the  1970s, 
more  me  in  the  1980s."  Heine 
died  in  a  car  accident  in  1988. 
Price  bought  business  at  fire- 
sale  price  fi-om  Heine's  estate. 
No  believer  in  passive  share- 
holdings. Price  increasingly 
pressures  managements  to  take 
action  deemed  to  boost  stock 
price.  He  prodded  Chase  into 
merger  with  Chemical  Bank, 
then  invested  big  in  Dow 
Jones.  His  divorce  in  1994 
lopped  an  estimated  $50  mil- 
lion off  his  net  worth.  Member 
since  1996. 


Malcolm  Green 
Chace  III 

$670  million 
Berkshire  Hathaway. 
Providence.  62 
Married,  3  children 
A  longtime  minority  owner  in 
Warren  Buffett's  investment 
vehicle.  Ancestor  Oliver  Chace 
founded  textile  mill  Berkshire 
1806.  Father  Malcolm  Chace, 
Berkshire  president,  oversaw 
merger  with  Hathaway  1955. 
Young  Malcolm  III  spent 
"absolutely  terrible"  summer 
working  in  mill.  "I  think  they 
call  it  'character-building.'" 
Buffett  started  buying  shares 
1962;  took  over  1965.  "We 
sort  of  sat  there  and  smiled 
and  watched  him  do  his 
?  thing."  Also  chairman  of  Bank 
I  of  Rhode  Island.  Member 
s  since  1996. 


Carl  Henry 
Lindner  Jr. 


$665  million 

Insurance,  investments,  bananas. 
Cincinnati.  78 
Married,  3  sons 

High  school  dropout  at  14; 
helped  family  dairy  business 
during  Depression.  Opened  ice 
cream  store  1940  with  broth- 
ers, $1,200.  Built  220-store 
United  Dairy  Farmers  chain. 
Began  American  Financial  with 
small  S8cLs  1959;  added  insur- 
ance 1971,  Chiquita  Brands 
banana  company  early  1970s. 
Strict  Baptist,  contributor  to 
Jewish  charities.  With  children 
has  45%  stake  in  company 
worth  nearly  $1.2  billion.  Cuff 
links  that  read.  Only  in  Ameri- 
ca. Has  cards  that  say:  "Gee, 
am  1  lucky."  Member  since 
1982. 
Paul  Fireman 

His  setMmposed  t    adiine  to  kick-start  Reebok  got  help  from  an  ultralight  sneaker  design. 
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Our  financial 
expertise  comes 
in  many  varieties. 

Whatever  your  financial  challenge, The  Principal  Financial  Group® 
can  help. 

Looking  for  investments?  Consider  the  securities,  mutual 
funds  or  annuities  we  offer.  Need  life,  health,  disability 
or  dental  insurance?  We  provide  quality  solutions  that 
adapt  to  your  changing  financial  needs  -  business 
or  individual. 

But  what  customers  savor  most  is  our  overall 
performance.  Service  that  simplifies  complex 
financial  matters.  Uncommon  attention  that  makes 
the  administration  of  pension  or  retirement  plans  easier 
than  ever.  And  expertise  that  helps  people  get  the  most  out  of 
their  money. 

Exceptional  overall  performance  and  118  years  of  financial 
expertise.  No  wonder  Fortune®  magazine  named  The  Principal® 
as  one  of  the  top  three  Most  Admired  Life  &  Health  Insurance 

Companies  in  America* 

To  learn  more,  contact  us  at 
www.principal.com  on  the 
Internet.  Or  give  us  a  call  at 
1-800-986-EDGE. 


rincipar 


Financial 
Group 


Life,  Health,  Dental  and  Disability  Insurance  •  Annuities  •  Mutual  Funds 
401(k)  and  Pension  •  Securities  •  HMO/PPO  •  Home  Mortgages 

©  1997  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392 .'  Ranking  according  to  Fortune  magazine's  1 996  list  of  Most  Admired  Life  &  Health  Insurance  Companies. 

"roductsand  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Mutual  funds  and  securities  offered  through  Princor  Financial  Services  Corporation 

(member  SIPC).  Securities  through  Principal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 


Kenneth  D. 
Tuchman 

$660  million 
TeleTech.  Denver.  37 
Married 

Billionaire  dropout:  investor 
infatuation  for  TeleTech  stock 
faded;  down  55%  from  high. 
Son  of  Los  Angeles  home 
builder,  started  company 
1982,  age  22,  after  he  could 
not  get  answers  from  building 
suppliers  while  working  with 
dad.  TeleTech  handles  cus- 
tomer questions,  complaints 
for  big  companies.  First 
clients:  ITT,  Greenpeace, 
Herbal  Life.  Quick  success, 
then  6  years  of  cash-flow 
problems.  Did  risky  borrow- 
ing against  future  earnings, 
receivables.  Survived.  Explo- 
sive growth  1990s;  IPO  1996. 
Tuchman  still  65%  owner. 
Member  since  1996. 

George  Phydias 
MitcheU 

$660  million 

Oil  &  gas,  real  estate.  Houston.  78 
Married,  10  children 
Mitchell  Energy  &  Develop- 
ment Corp.  has  sold  pet  proj- 
ect, The  Woodlands,  26,000- 
acre  community  north  of 
Houston.  Woodlands'  Re- 
search Forest  still  biotech 
center  of  Texas.  Son  of  Greek 
immigrant,  graduated  Texas 
A&M,  took  job  with  Amoco 
in  1940.  Army  engineer  World 
War  11.  Returned,  became 
north  Texas  wildcatter.  Found- 
ed own  company  in  1946; 
discovered  huge  natural  gas 
field.  Developed  Woodlands 
1970s,  1980s.  Historic  preser- 
vationist, spent  over  $70  mil- 
lion restoring  native  cit}'  of 
Galveston  Island.  Member 
since  1982. 

Ann  Walton 
Kroenke 

$660  million 

Inheritance.  Columbia,  Mo.  47 

Married.  2  children 


Nancy  Walton 
Laurie 

$660  million 

Inheritance.  Columbia,  Mo.  45 

Married,  1  child 

Daughters  of  James  L.  (Bud) 

Walton  (d.  1995);  cousins  of 

Sam  Walton's  children  (see). 

Bud  operated  small  five-and- 

dime  store  in  Missouri.  Pooled 


assets  with  older  brother  Sam 
Walton  (d.  1992),  built  first 
Wal-Mart,  Rogers,  Ark.  1962. 
Bud:  low  profile,  handled  real 
estate.  Today  Wal-Mart  largest 
■U.S.  retailer,  with  2,322 
stores.  Ann:  University  of  iVIis- 
souri  dropout.  Husband,  E. 
Stanley  Kroenke,  Wal-Mart 
director;  real  estate  developer. 
Owns  shopping  centers,  many 


with  Wal-Mart  stores  as  main 
attraction.  Minority  owner  St. 
Louis  (football)  Rams.  Sister 
Nancy:  U.  Arkansas  dropout, 
owns  350-acre  Crown  Center 
Farms  with  husband,  Bill; 
breeds  Appaloosa  and  quarter 
horses.  Donated  $10  million 
to  U.  Missouri  for  new  basket- 
ball arena.  Members  since 
1995. 


The  great  Netscape  artist 


1 

li 

James  C'ark 

"1  would  hate  to  just 

sit  around  and  hoard 

i  ■ 

\  • 

this  wealth." 

I 

^nmmm                  i 

James  H.  Clark 

$700  million 

Netscape.  Woodside,  Calif.  53 
Married,  2  children 

Founded  Netscape  1994  after  leaving  his  first  startup,  Silicon  Graphics.  Companies 
now  teaming  up  to  build  world's  fastest  Web  server.  Netscape's  Navigator  has  at 
least  60%  of  Web  browser  market  but  lead  fragile;  Clark  trying  to  bolster,  but 
Microsoft  investment  in  Apple  requires  bundling  of  Bill  Gates'  browser  into  ftiture 
Macs.  A  former  Stanford  professor,  Clark  left  1982,  created  Silicon  Graphics. 
Formed  Netscape;  IPO  August  1995  a  huge  success.  "I  grew  up  an  absolute  poor 
boy  in  Texas,  so  it  doesn't  bother  me  to  spend  money.  In  fact,  if  I  have  nothing 
left  when  I  die,  it'll  be  fine."  At  current  worth  could  spend  $100,000  a  day  and 
not  go  broke.  Member  since  1995. 
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At  least  4  members  of  The  Four  Hundred 
never  finished  high  school. 


Arthur  Rock 

$660  million 
Venture  capital. 
San  Francisco.  71 
Married 

Original  Silicon  Valley  seed- 
money  man  back  on  list 
thanks  to  strength  of  his  Intel 
stock.  Originally  a  Wall  Street 
stock  picker,  showed  rock- 
solid  instincts  during  1950s 
boom.  Sensing  1962  crash, 
quit,  headed  West.  Founded 
venture  capital  partnership. 
Again  great  instincts.  Early 
backer  Apple,  Intel.  Likes  to 


keep  an  eye  on  his  basket: 
invests  only  in  companies 
within  driving  distance  of  Bay 
Area.  Backs  people,  not 
things:  "You  have  to  pay  a  lot 
more  attention  to  who  is  run- 
ning the  company  than 
whether  the  products  are  right 
or  not."  Marvels  at  making  it 
from  nothing  to  The  Forbes 
Four  Hundred.  "In  European 
countries  it  would  be  hard  for 
anyone  to  get  to  the  equiva- 
lent of  The  Forbes  Four  Hun- 
dred without  having  inherited 
stock — or  something."  First 
appeared  on  list  1983. 


Arthur  Rock 

Silicon  Valley's  original  venture  capitalist  says  his  secret 

is  to  invest  in  management.  He  certainly  did  with  Intel. 


Cordelia  Scaife  May 

$655  million 

Inheritance.  Ligonier,  Pa.  69 
Divorced,  widowed 
Great-granddaughter  of  Judge 
Thomas  Mellon  (see  Mellon 
family).  Married  Pittsburgh 
D.A.  Robert  Duggan,  long- 
time friend,  1973.  Duggan 
shot  to  death  during  corrup- 
tion investigation  1974. 
Brother,  Richard  Mellon 
Scaife  (see).,  convinced 
Duggan  was  guilty,  had 
turned  against  him.  She  never 
forgave  him.  Funds  environ- 
mental, educational  causes. 
Carried  on  family  tradition  of 
funding  emerging  companies 
through  venture  capital  firm 
Roldiva  (named  after  her 
favorite  horse);  supported  lib- 
eral causes.  Lives  modestly, 
privately.  Member  since  1982. 

Steven  M.  Rales 

$650  million 
Danaher  Corp. 
Washington,  D.C.  45 
Married 

Mitchell  P.  Rales 

$640  million 

Danaher  Corp.  Washington,  D.C.  40 
Married 

Brothers  who  left  father's  real 
estate  firm  1979,  set  up 
Equity  Group  Holdings. 
Rapid  growth  through  acqui- 
sitions: Chicago  Pneumatic 
Tool,  Western  Pacific  Indus- 
tries, Am.mco  Tools.  Acquired 
25%  stake  of  near-bankrupt 
real  estate  investment  trust 
1983;  renamed  Danaher 
Corp.  after  favorite  Montana 
trout  stream.  Applied  real 
estate  lessons:  "Tax  losses  can 
be  good  for  cash  flow."  Lost 
bid  for  Ohio- based  Scott  & 
Fetzer  Co.  to  Warren  Buffett 
1985.  Acquired  electric  power 


product  maker  Joslyn  Corp. 
for  $245  million  1995,  Acme- 
Cleveland  Corp.  for  $200  mil- 
lion 1996.  Danaher  stock  up 
20-fold  over  past  decade. 
Forbes  once  skeptical  of  these 
"raiders  in  short  pants,"  but 
they  proved  us  wrong.  Mem- 
bers since  1995. 

Betsey  Gushing 
Roosevelt  Whitney 

$650  million 

Inheritance.  Manhasset,  N.Y.  89 
Divorced,  widowed;  2  children 
First  husband  James  Roosevelt, 
FDR's  eldest  son.  Lived  in 
White  House;  divorced  1940. 
Traded  up  1942,  married  Jolin 
Hay  (Jock)  Whitney,  heir  to 
oil,  tobacco  fortune,  who  died 
1982.  Betsey  inherited  almost 
all,  including  vast  art  collec- 
tion. Member  since  1982. 

Donald  J.  Schneider 

$650  million 

Trucking.  Green  Bay,  Wis.  61 
Married,  5  children 
Schneider  National  revenues 
up  24%  this  year,  to  $2.1  bil- 
lion, thanks  largely  to  logistics 
revolution:  rethinking  entire 
supply  chain.  Father  Al  started 
1 -truck  hauling  business  in 
Green  Bay  1938.  Son  Don 
employed  part  time  during 
college,  full  time  after  Whar- 
ton. Championed  merit  pay 
over  union  scale.  Member 
since  1994. 

Mark  Hume 
McCormack 

$650  million 
Sports  Management. 
Cleveland;  NYC.  66 
Divorced,  remarried; 
2  sons,  1  daughter 
Owner  of  sports  agency  jug- 
gernaut International  Man- 
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Business 
Partner" 


•While  supplies  lasl  and  by  (eluining  your  regislralion.  IBM.  Business  Parlnec  and  Solutions  lor  a  small  plane!  are  trademarks  of  International  Busin 


the 

"our  finance  department 
deals  with  all  the  paperwork. 
Unfortunately  the  finance 

department  is  also  me! 

solution 


I 


The  IBM  ISo  More  Paperwork  Solutions. 

Nobody  sets  up  a  business  because 
they  like  doing  paperwork.  All  too 
often  being  your  oivn  boss  means  long 
hours  spent  shuffling  forms  instead 
of  chasing  dreams. 

IBM  accounting  solutions  can  automate 
tasks  from  accounts  receivable  and 
payable  to  inventory  management. 
The  result?  A  clear  picture  of  your 
overall  cashflow  and  unproved  cash 
management.  And  they  run  on  the  most 
popular  operating  systems  out  there.  So 
you  can  get  down  to  business,  without 
disrupting  business.  We  can  also  help 


finance  your  acquisition  with  flexible 
ami  attractive  leases. 
Buy  any  IBM  accounting  solution 
(uul  get  a  Dun  &  Bradstreet  "Business 
Solution  in  a  Bo.x""(a  $2,500  value, 
absolutely  free*) . 

Call  IBM  at  I  888  IBM-2992,  ext.  1092, 
and  well  send  you  a  free  "Guide  to 
Doing  Business  on  the  Internet." 
Well  also  put  you  in  touch  with  an 
IBM  Business  Partner,"  an  independent 
expert  who  can  provide  you  with 
accounting  solutions  best  suited  to  your 
business.  For  more  information,  visit 
us  at  www.businesscenter.ibm.com 


Solutions  for  a  small  planet" 


on  In  the  United  States  and/or  ottier  countries.  Business  Solution  in  a  Box  is  a  trademark  of  Dun  &  Bradstreet,  Inc.  ©1997  IBM  Corp.  All  rigtits  reserved 
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60  members  of  The  Forbes  Four  Hundred 

are  women. 
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agement  Group.  Son  of 
Chicago  farm  journal  publish- 
er. Childhood  injury  ruled  out 
contact  sports,  chose  golf.  As 
top  golfer  at  William  &  Mary 
competed  against,  befriended 
Arnold  Palmer.  After  Yale  law 
began  booking  exhibitions  for 
pro  golfers.  Palmer,  others 
asked  McCormack  to  review 


endorsement  contracts.  Start- 
ed IMG  1960.  First  client: 
Palmer;  then  Gary  Player,  Jack 
Nicklaus.  Over  5  divisions 
including:  event  management; 
corporate  representation;  TV 
and  film  production;  financial 
services;  client  management, 
including  Tiger  Woods,  Evan- 
der  Holyfield,  Wayne  Gretzky, 


Monica  Seles.  Member  sunce 
1995. 

Bruce  Kovner 

$650  million 

Money  manager.  New  York  City.  52 

Married,  3  children 

Refunded  $1.25  billion  of  $2 

billion    under   management 


Michael  Hitch 

No  hat  trick:  His  Red  Wings  won,  downtown  Detroit  is  hopping, 

but  Little  Caesars  is  showing  little  growth. 


after  flat  1995.  Building  back 
since.  Started  new  Caxton 
Global  Investment  fund  in 
March.  Now  Kovner 's  Caxton 
Corp.  managing  $1.5  billion. 
Last  year,  funds  up  21%  after 
fees;  27%  so  far  1997.  Har- 
vard undergrad,  quick  learner, 
intense.  Never  finished  disser- 
tation. Instead  drifted,  drove 
cab,  studied  harpsichord  at 
Juilliard.  Learned  commodi- 
ties on  $3,000  MasterCard 
line.  Made  $40,000,  didn't 
hedge.  Out  $23,000  in  hours. 
Joined  Commodities  Corp. 
late  1970s.  Learned  business, 
decided  to  go  it  alone  1983. 
Great  early  years:  net  return 
87%  1987,  98%  1988.  Chair- 
man NYC  foundation  to 
move  public  school  kids  to 
private  schools.  Member  since 
1992. 

Kenneth  Feld 

$650  million 
Ice  shows, 

The  Greatest  Show  on  Earth 
Potomac,  Md.  49 
Married,  3  children 
Sole  owner  of  Ringling  Bros, 
and  Barnum  &  Bailey  circus. 
But  bigger  moneymaker: 
license  for  Disney-themed  ice 
shows,  including  this  year's 
Hercules.  Rumors  that  Disney 
itching  to  take  over  ice  shows 
but  forced  to  wait  for  contract 
to  expire  in  2004.  Father  Ir\in 
(d.  1984)  bought  circus  in 
1967  for  $8  million.  Sold  to 
Mattel  1971  for  $50  million; 
bought  back  1982  for  $23 
million.  Kenneth  joined  1971 
after  Boston  U.,  cut  salaries, 
costs.  Expanded  Vegas  shows, 
opened  street-performer  act  at 
New  York-New  York  casino 
this  year.  Down  the  strip,  Feld 
Entertainment  produces  tiger- 
loving  magicians  Siegfried  & 
Roy  act.  Next  up:  will  produce 


. 
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a  version  of  Broadway  roller- 
skate  musical  Starlight  Express 
on  ice.  Member  since  1993. 

William  Connell 

$650  million 
Scrap  metal,  presses. 
Swampscott,  Mass.  59 
Married.  6  children 
Boston  native  saw  opportuni- 
t\'  when  employer,  New  York- 
based  Ogden  Corp.,  elected 
to  shed  steel-related  holdings 
in  1987.  With  investor  group, 
bought  scrap-metal  yards 
Luria  Brothers,  Wabash 
Alloys,  Ma\Aille  Metals, 
others.  Bought  out  partners, 
now  Connell  Limited  Partner- 
ship; estimated  sales:  SI. 3  bil- 
lion. C\clical  industry  buoyed 
by  strong  dollar  and  low  inter- 
est rates.  Now  importing 
scrap  for  minimiils.  Irish  old 
guard,  former  member  of 
club,  the  Vault.  Member  since 
1996. 


Michael  Philip 
Krasny 

$635  million 

Mail  order  computer  sales 
Vernon  Hills,  III.  44 
Married,  1  child 

After  graduating  (barely)  Uni- 
versity' of  Illinois  1975,  went 
to  work  at  father's  Toyota 
dealership.  Favorite  part  of  job 
was  computerizing  agency's 
sales  and  finance  data.  Tried 
freelance  computer  program- 
ming: no  luck.  Placed  ad  in 
Chicago  Tribune  to  sell  PC. 
Sold  to  first  caller;  second 
caller  showed  up  hours  later, 
disappointed,  asked  Krasny  to 
buy  and  assemble  a  computer 
system.  Calls  kept  coming. 
Started  buying  computers  to 
resell.  Went  into  business 
1983  with  first  national  ad  in 
PC  World.  His  CDW  Com- 
puter Centers  now  stocks  and 
sells  more  than  20,000  items, 
over  $900  miUion  in  annual 


sales.  Took  public  1993.  Still 
posting  records:  1997  first- 
half  profits  up  72%.  Learned 
from  car  dealership  days: 
CDW  sales  people  free  to 
haggle  with  customers. 
Member  since  1996. 

William  Gordon 
Bennett 

$630  million 
Gambling.  Las  Vegas.  72 
Married,  2  children 
Gambling  again,  this  time 
with  Sahara  Hotel  in  Las 
Vegas.  Plowed  $80  million 
into  renovating  hotel  into 
Moroccan  theme  casino.  First 
jackpot  came  with  Circus 
Circus  Enterprises  and  partner 
William  Pennington  (see). 
Middle-class  duo  spotted 
gambling  market  among 
clean-cut  entertainment  seek- 
ers. Developed  Excalibur, 
Luxor  properties.  Stepped 
down  under  pressure  as  Circus 


Circus  chairman  in  1994  amid 
takeover  rumors.  Purchased 
Sahara  next  year  for  $193  mil- 
lion. Goes  to  work  every  day. 
Member  since  1985. 

John  J.  Fisher 

$630  million 

The  Gap,  Inc.  San  Francisco.  36 

Married,  4  children 

Robert  J.  Fisher 

$525  million 

The  Gap,  Inc.  San  Francisco.  43 

Married,  3  children 

William  S.  Fisher 

$500  million 

The  Gap,  Inc.  San  Francisco.  40 
Married,  3  children 
Sons  of  Gap  founders  Donald 
and  Doris  Fisher  (see).  Robert 
began  career  in  Bloom - 
ingdale's  merchandising  train- 
ing  program.   Worked   fi-om 


The  solution  is  liere. 


Looking  for  help?  IBM  Business 
Partners  are  independent  experts  who 
can  help  you  find  the  right  mix  of 
technology,  support,  price  and  financing. 


And  there  are  tens  of  thousands  world- 
wide (if  you're  counting).  To  find  one 
who  specializes  in  your  line  of  business, 
call  1  888  IBM-2992,  ext.  9999. 


The  IBM  logo  is  a  fegisteted  trademark  and  the  IBM  Business  Partner  emblem  is  a  trademark  ol  International  Business  Machines  Corporation  anrl  are  used  together  under  license,  ©  1997  IBM  Corp,  All  rights  reserved 


ground  up:  started  at  The  Gap 
as  store  manager  1980;  chief 
finandal  officer  1991;  chief 
operating  officer  1995.  Now 
President  of  Gap  Division. 
Founded  Gap  EnNironmental 
Organization:  "We  believe 
that  business  profitability  and 
environmental  responsibility 
are  not  mutually  exclusive." 
Brother  William  established 
store  operations  in  Canada 
1989.   International   Division 


president.  John  not  involved 
in  company;  part  owner  of  San 
Francisco  (baseball)  Giants. 
All  three  brothers  Princeton 
graduates,  Stanford  M.B.A.S. 
Members  since  1996. 

C.  Edward  McVaney 

$630  million 

Software.  Englewood,  Colo.  56 

Married,  3  children 

"Nebraska  farmboy,"  taking 


business  softw^are  producer 
J.D.  Edwards  &  Co.  pubhc 
this  fall.  Born  Omaha,  dyslex- 
ic. Nebraska  undergrad,  Rut- 
gers M.B.A.  1966;  CPA. 
Worked  for  Peat,  Marwick; 
then  to  Grant  Thornton  & 
Co.  Left  with  2  co-workers: 
Jack  Thompson,  Dan  Grego- 
ry (the  J  and  D  in  company's 
name)  1977.  Over  last  10 
years  expanded  software  to 
encompass  all  manufacturing 


Another  lap,  another  million 
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Ollen  Bniton  Smith 

$650  million 

Speedway  Motorsports.  Charlotte,  N.C.  70 
Divorced,  4  children 

Major  figure  in  stock  car  racing  for  over  35  years.  Now  CEO  of  Speedway,  o\vner  of 
five  major  Nascar  venues.  Latest  project:  Texas  Motor  Speedway  outside  Fort  Worth, 
seats  over  150,000;  76  condos  planned  for  site.  Denies  persistent  rumors  about  start- 
ing rival  racing  body  to  compete  against  Nascar:  "I  have  no  desire  to  go  into  the  sanc- 
tioning business."  Began  Charlotte  Motor  Speedway  1960;  bankrupt  by  1962. 
Regained  contol  1975.  Understands  entertainment.  Races  famous  for  prerace  specta- 
cles: Stealth  bomber  flyovers.  Great  American  Taxi  Cab  Race,  largely  inspired  by  long- 
time associate,  Speedway  president  H.  A.  (Humpy)  Wheeler.  Smith  also  one  of  coun- 
try's largest  car  dealers;  famous  as  a  defendant  in  lawsuits  fi-om  shareholders,  savings 
and  loans.  Said  to  own  Idi  Amin's  priva.e  jet.  Member  since  1995. 


uses;  nearly  half  their  clients 
now  outside  U.S.  Member 
since  1996. 

Michael  Hitch 

$630  million 
Pizza.  Detroit  area.  68 
Married,  3  daughters,  4  sons 
Like  fellow  Detroiter  Tom 
Monaghan  (see),  llitch  trying 
to  reverse  his  pizza  slump. 
Little  Caesars'  revenues  flat  at 
$530  million;  150  fewer 
stores  than  1995.  Rehired 
eldest  daughter,  Denise  llitch 
Lites,  41,  who  helped  create 
first  national  "Pizza-Pizza" 
TV  campaign,  as  vice  chair- 
man. Son  of  Macedonian 
immigrants,  opened  first  pizza 
parlor  with  wife  in  1959.  By 
1967,  nearly  40  Little  Cae- 
sars. Gimmick:  2  pizzas  for 
price  of  1.  Owns  Detroit 
(hockey)  Red  Wings;  bought 
(baseball)  Tigers  from 
Domino's  Pizza's  Monaghan 
for  $80  million.  Currently 
being  sued  by  fi-anchisees  who 
allege  llitch  forced  them  to 
only  purchase  from  his  dis- 
tributors. Et  tu.  Brute? 
Member  since  1991. 

Gary  Campbell 
Comer 

$630  million 
Lands'  End.  Chicago.  68 
Married,  2  children 
Chicago  native,  skipped  col- 
lege, became  award  winning 
ad  cop\'writer  at  Young  & 
Rubicam.  Left  to  merge  his 
sailing  passion  with  business. 
Started  Lands'  End  sailboat 
equipment  catalog;  Olympic- 
class  sailor.  Began  including 
long-wearing  clothes  and 
foul-weather  gear.  By  1977, 
dropped  sailing  gear  from 
catalogue,  stopped  racing  to 
focus  on  clothes.  Went  pub- 
lic 1986.  People-first  philos- 
ophy: "Take  care  of  your 
people,  take  care  of  your  cus- 
tomers, and  the  rest  will  take 
care  of  itself"  First  appeared 
on  Ust  1987. 
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GIORGIO  ARMANI 

C       L       A       S       S       I       C       0 
This  too  is  the  style  of  Armani 


22  members  of  The  Forbes  Four  Hundred  have 
stakes  in  professional  sports  teams. 


John  Edward 
Anderson 

$625  million 
Distribution,  banl^ing. 
Bel  Air,  Calif.  80 

Married,  5  children  (1  deceased) 
Supersalesman,  big  booster 
UCLA.  As  a  kid  peddled  pop- 
corn, delivered  Western 
Union  messages.  UCLA 
hockey  team,  coached  skaters. 
M.B.A.  at  Harvard;  night 
school  for  law  degree. 
Cofounded  law  firm  Kindel  & 
Anderson  1953.  Clients 
included  beverage  distribu- 
tors. Liked  business,  started 
Ace  Beverage  Co.  1956;  dis- 
tributed Budweiser.  Bud  and 
Ace  grew;  diversified  into 
banks,  insurance,  real  estate. 
Selling  1st  Business  Bank  to 
Mellon  this  year.  "I've  got 
serious  mixed  emotions." 
Attributes  business  ethics  to 
scouting;  can  still  recite  Scout 
Code.  UCLA's  business 
school  named  for  him. 
Member  since  1988. 

Melvin  Simon 

$620  million 

Shopping  centers.  Indianapolis; 
Manalapan,  Fla.  70 
Divorced,  remarried;  5  children 
New  York  tailor's  son, 
"Meshuggener  Mel"  moved  to 
Indianapolis,  became  leasing 
agent;  made  fortune  blanket- 
ing Midwest  with  shopping 
centers.  Merged  with  DeBar- 
toio  shopping  mall  empire 
1996  to  form  Simon  DeBarto- 
lo  Group,  nation's  largest 
shopping  center  REIT;  recent- 
ly launched  plans  to  use  malls 
and  their  common  spaces  to 
market  everything  fi-om  credit 
cards  to  travel  services. 
Known  for  colorfijl  clothing, 
effiisive  manner.  Witli  brodier 
Herb  (see  Dropouts),  owns  bas- 


Ted  Waitt 

Waiting  in  vain: 

The  August  UPS  striite 

kept  many  of  his  company's 

bovine-spotted  boxes 

on  the  loading  docks. 


ketball's  Indiana  Pacers,  22.5% 
of  Minneapolis'  vast  Mall  of 
America.  Member  since  1982. 

Bernard  Francis 
Saul  II 

$620  million 

Inheritance,  banking,  real  estate. 
Chevy  Chase,  Md.  65 
Married,  5  children 
Real  estate  is  back  and  so  is 
Saul.  Formed  his  B.F.  Saul 
REIT  1964;  took  private  at  bar- 
gain price  1988.  Now  1  million 
square  feet  of  office  space  in 
D.C.,  Adanta.  Mid-market 
motels  across  U.S.  Formed  a 
second  REIT,  Saul  Centers,  to 
invest  in  shopping  center  prop- 
erties. Took  it  public  1993.  Also 
a  banker:  started  Chevy  Chase 
Bank  in  trailer;  now  over  S5  bil- 
lion assets,  one  of  largest  thrifts 
in  Maryland.  "Drop  me  [fi-om 
The  Four  Hundred].  I'm  not 
interesting."  First  appeared 
1990,  disappeared  1996. 

Jesse  Mack  Robinson 

$615  million 

Banking,  insurance.  Atlanta.  74 
Married,  2  daughters 
College  dropout,  used-car 
salesman;  built  chain  of  auto 
loan  companies.  Bought, 
opened  22  banks,  branches  in 
72  towns.  Led  merger  of  First 
National  Bank  of  Adanta  with 
Wachovia  1985;  retains  sizable 
Wachovia  stake.  Also  lumber 
mills,  insurance,  etc.  Heart 
attack  1986  spurred  slow  sale 
of  some  bu  inesses,  but 
acquired    other^,    including 


retailer  Leath  Furniture. 
Expanded  in  the  Midwest  and 
Florida.  Avid  golfer,  breeds 
racehorses.  Member  since 
1986. 

Charles  Francis 
Dolan 

$610  million 

CableTV.  Oyster  Bay,  N.Y.  71 
Married,  6  children 
Recent  Sl.l  billion  deal  with 
TCI  gives  him  800,000  new 
New  York-area  subscribers, 
now  at  2.5  million.  Bought 
ITT's  share  of  Madison 
Square  Garden  in  March,  now 
owns  or  has  cable  rights  to  7 
New  York  area  pro  sports 
teams.  Cleveland  nadve  intro- 
duced cable  television  to  Man- 
hattan 1961.  Paid  just 
525,000  for  cable  broadcast 
rights  to  New  York  Knicks 
and  Rangers  playoff  games  in 
1960s.  Created  Home  Box 
Office  1970,  sold  to  Time, 
Inc.  3  years  later.  Built  up 


Cablevision  Systems;  took 
public  1986.  Now  2.9  million 
subscribers  nationwide, 

including  sports  jewels  MSG 
network  and  SportsChannel, 
and  75%  American  Movie 
Classics.  Member  since  1986. 

Frank  Lyon  Jr. 

$600  million 

Bottling.  Boca  Raton,  Fla.  56 
Married,  2  stepdaughters 
Father  sold  suits  door-to-door, 
later  became  youngest  district 
manager  General  Foods.  RCA 
distributor  1942,  cut  sweet- 
heart deal  vvdth  Wal-Mart 
1970s.  Acquired  Coca-Cola 
bottler  1969,  became  biggest 
bottler  in  Arkansas.  Also 
acquired  bank.  Turned  opera- 
tions over  to  Frank  Jr.,  who 
sold  bottling  operation  to 
Coke  1989  for  huge  gain.  Bat- 
ded  cancer;  now  in  remission. 
Acquired  more  banks,  sold  to 
Mercantile  Bancorporarion  for 
stock.  Also  farming,  real  estate. 
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Member  since  1993. 

William  Ingraham 
Koch 

$600  million 
Inheritance,  Oxbow  Corp. 
Palm  Beach.  Fla.  57 
Divorced,  remarried;  3  children 

Frederick  Robinson 
Koch 

$600  million 
Inheritance. 

London:  Monaco;  NYC.  62 
Single 

Two  of  Frederick  Koch's  4  sons 
who  inherited  Koch  Industries, 
S30  billion  (revenues)  oil  ser- 
vices and  refining  firm  founded 
in  1928.  .\ft:er  working  12 
years  with  family,  Bill  broke 
ranks  with  brothers  David  and 
Charles  (see)  over  management 
philosophy,  dividend  policy 
1980.  Fred  joined  him;  pair 
took  $  1  billion  pay-otT  to  sur- 
render stock  1983.  Later  sued; 
claimed  brothers  had  underval- 
ued company.  Suit  now  in  its 
11th  year.  Bill:  took  1983  Koch 
proceeds  and  set  up  Oxbow 
Corp.:  real  estate,  commodities 
trading,  otTshorc  oil,  geother- 
mal  and  cogeneration  power 
plants.  Oenophile,  devotee  of 
Impressionist,  modern  and 
American  art.  Avid  yachtsman: 
sponsored  1992  winning 
America's  Cup  sailing  team  and 
first  all-women's  team  1995. 
Fred:  low-key;  only  brother  not 
to  attend  MIT.  Collects  art. 
Owns  Krupp  Castle  in  Austria, 
another  in  France.  Current 
London  residence  Sutton  Place 
is  former  home  of  J.  Paul  Getty. 
Member  since  1983.  Bill  a 
member  since  1982. 

Theodore  G. 
Schwartz 

$600  million 

Telemarketing.  Chicago.  43 

Married,  2  children 

Founder  APAC  (All  People 

Are  Customers)  TeleServices. 

Was   worth    a    billion    until 
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The  Paragon  Collection 

The  final  word  in  character.  OMAS. 


Larynl  SfUttwn  of 


FOUNTAIN  PEN  HOSPITAL 

10  Warren  Street,  New  York,  NY  10007 
Toll  free  800. 253. PENS 
Fax  212.227.5916 

Visit,  call,  or  write  for  our  free  pen  catalog. 


Thank  You.  Gracias. 
Danke.  Merci. 


]Ne're  privileged  to  hear  it 
in  many  languages,  hut  all 
of  them  are  the  language  of 
the  heart. 


mmfiffij 


At  least  4  members  of  The  Forbes  Four  Hundred  are  high 

school  dropouts. 


investors  soured  on  telemar- 
keting stocks.  College  drop- 
out; founded  Radio  America  in 
native  Chicago  1973.  On 
friend's  prodding  began  using 
office  phones  after  hours  for 
telemarketing.  Sold  radio  busi- 
ness 1991;  started  persuading 
big  corporations  to  let  him 
handle  their  toll-free  customer 
service.  IPO  1995.  Ted  and 
family  own  25  million  shares. 
Member  since  1996. 

Joyce  Raley  Teel 

$600  million 

Supermarkets,  drugstores. 
West  Sacramento.  66 
Married,  5  children 
Father  Tom  was  Safeway  store 
manager.  Quit  and  opened 
own  shop,  Raley's  grocery  in 
Placerville,  Calif,  1935.  Inno- 
vation: precut,  prepackaged 
meat,  other  goods.  Only  child, 
Joyce,  worked  in  store  as 
teenager.  Married  Raley's  exec- 
utive, Jim  Teel,  raised  5  chil- 
dren. Returned  to  business 
1986.  She  and  Jim  took  over 
management  upon  her  father's 
death  1991.  Expanded:  chain 
now  has  87  stores,  estimated 
revenue  of  $1.9  billion. 
Among  son,  four  daughters 
and  spouses,  most  have 
worked  for  business.  Member 
since  1994. 

David  Sun 

$600  million 
Memory  boards. 
Fountain  Valley,  Calif.  47 
Married,  2  children 

JohnTu 

$600  million 

Memory  boards. 

Fountain  Valley,  Calif.  57 

Married,  2  children 

Founders  of  Kingston  Tech- 


nology bold  80%  of  company 
to  Japan's  Softbank  last  year 
for  $1.5  billion.  Softbank  stock 
very  soft  after  new  book 
appeared  in  Japan  accusing 
company  of  shady  financial 
dealings.  Slide  hit  Sun  and  Tu 
in  their  wallets.  Last  year 
Kingston  sales  flat:  people 
buying  more  memory,  but 
prices  plummeting.  Sun,  who 
immigrated  from  Taiwan,  and 
Tu,  originally  from  China, 
started  first  memory  company 
Camintonn  1982.  They  sold 
company  to  AST  for  $6  mil- 
lion 1986.  Lost  most  of  profit 
in  1987  stock  market  crash. 
Started  Kingston  to  make  it 
back.  Great  timing:  tapped 
boom  in  demand  for  memory 
upgrades.  Reject  plush  corner 
offices  in  favor  of  workers' 
cubicles.  Known  for  handshake 
deals.  "Trust  everyone."  Sun 
and  Tu  made  lots  of  friends  by 
setting  aside  $  1 00  million  for 
bonuses  for  their  540  employ- 
ees when  Softbank  bought  in. 
Members  since  1995. 

Alexander  Gus 
Spanos 

$600  million 

Construction.  Stockton,  Calif.  75 
Married,  4  children 
Spanos  threatened  to  move  his 
Chargers  football  team  to  L.A. 
if  San  Diego  didn't  enlarge 
Qualcomm  Stadium;  taxpayers 
howled,  but  Spanos  got  his 
way.  "I  have  the  greatest 
instincts  in  the  world."  Still 
hustling  in  real  estate:  building 
15,000  new  apartments  this 
year  alone.  As  a  boy,  toiled  in 
father's  bakery.  Started  onmi 
catering  service  with  $800 
loan;  sold  sandwiches  to 
migrant  farm  workers.  Built 
first  apartment  complex  1960; 
60,000  more  apartments 
across  Sunbelt  before  pulling 


back  late  1980s.  Famou*  for 
dance  routine  with  golfing 
buddy  Bob  Hope.  First 
appeared  on  list  1993-. 

Walter  Herbert 
Shorenstein 

$600  million 

Real  estate.  San  Francisco.  82 
Widowed,  1  son,  2  daughters 
(1  deceased) 

On  gamble  that  he  could  woo 
tenants  to  downtrodden  Oak- 
land, became  city's  largest 
landlord  last  year  with  pur- 
chase of  6  office  buildings. 
Also  venturing  into  Miami. 
Other  holdings  in  Minne- 
apolis, Kansas  City,  Boston, 
Charlotte,  Houston  and  New 
York  faring  well  with  real 
estate's  rebound.  Long  Island 


haberdasher's  son.  Army  Air 
Force  World  War  II.  After  war 
visited  San  Francisco.  Never 
left.  Became  commercial-space 
broker,  bought  out  boss  1960, 
renamed  Shorenstein  Co. 
1985;  top-drawer  San  Francis- 
co building  owner.  Big-time 
Democratic  fimdraiser;  adviser 
to  LBJ,  Carter.  Now  Al  Gore's 
pal.  Member  since  1982. 

Leonard  Litwin 

$600  million 

Real  estate.  New  York  City.  83 
Married,  2  daughters 
Long  Island  landscaper  with 
dad;  still  retains  tree  nurseries 
there.  Into  high-rise  apart- 
ment construction  on  Man- 
hattan's Upper  East  Side 
1950s;  developed  several  top- 


Lew  Wasserman 

Hollywood's  eminence  grise  still  knows  how  to  work  a  room. 


300 


Forbes  400  ■  October  13,  1997 


GloDal  Private  Bank 
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RDINARY  SERVICE  MEETS 


CLIENT  NEEDS.  EXCEPTIONAL 
SERVICE  ANTICIPATES  THEM. 


Headquarters  of  Republic 

^aiional  Hank  of  S'ew  York 

(^uiMse)  S.A,  in  (Jeneva. 


At  Republic  we  take  service  very  seriously.  We  not 
only  respond  to  client  orders,  we  aim  to  anticipate 
client  needs. . .  to  prepare  the  way  in  advance. 
We  do  tnis  mainly  oy  building  close  and 
enduring  relationsnips.  In  tne  process,  we  gain  clear 
insight  into  our  clients'  financial  goals  and  keep 
these  constantly  in  mind  as  we  look  arter 
their  interests. 

Our  advanced  operating  systems,  too,  are  rully 
geared  to  this  idea  or  exceptional  service.  They  help  us 
respond  to  investment  opportunities  with  uncommon 
speed,  and  carry  out  client  instructions  to  the  letter. 

It  is  this  rorward-looking  approach,  together  with  a 
genuine  sense  or  commitment  toward  our  clients,  that 
makes  Republic  a  truly  one-or-a-kind  bank. 


World  Headquarters  of 

Republic  National  Bank  of 

New  York  in  New  York. 


Republic  National  Bank  of  New  York- 

Strength.  Security.  Service. 

New  York  ■  Geneva  •  London  •  Beijing  •  Beirut  •  Beverly  Hills  •  Buenos  Aires  •  Cayman  IslanJs  •  Copenhagen  •  Encino  •  Gitraltar 

Guernsey  •  Hong  Kong  •  Jakarta  •  Los  Angeles  •  Lugano  •  Luxemtourg  •  Manila  •  Mexico  City  •  Miami  •  Milan  •  Monte  Carlo  •  MonteviJeo 

Montreal  •  Moscow  •  Nassau  •  Paris  •  Punta  del  Este  •  Rio  Je  Janeiro  •  Santiago  •  Sao  Paulo  •  Singapore  •  Sydney  •  Taipei  •  Tokyo  •  Toronto  •  ZuricK 

©Reputlic  National  Bant  of  New  York,  1997  i 
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At  least  108  members  of  The  Four  Hundred  have 

graduate  degrees. 


tier  buildings.  His  Glenwood 
Management  thought  to  be 
one  of  best  owner/operators 
in  city.  Shuns  pubhcity,  old- 
fashioned  enough  to  keep 
rents  competitive.  "Everybody 
who  has  a  job  in  New  York 
can't  spend  $5,000  on  a  co- 
op." First  appeared  on  list 
1984. 

Robert  Blyth 
Goergen 

$600  million 

Candies.  Greenwich,  Conn.  59 
Married,  2  children 
Who  would  have  thought  you 
could  make  a  fortune  in  can- 
dles? But  he  has.  After  Whar- 
ton M.B.A.,  worked  at  Procter 
&  Gamble,  McCann-Erickson, 
McKinsey  &  Co.  Ran  Donald- 
son, Lufkin  &  Jenrette's 
Sprout  venture  capital  fiinds. 
Left  DLJ  1978.  With  3  part- 
ners bought  Brooklyn,  N.Y. 
candlemaker  from  founder's 
children  for  $100,000. 
Brought  out  all  sorts  of  new 
candles:  fragrance,  citronella 
candles  in  colorful  ceramic 
pots;  wide  variet}'  of  scents  and 
shapes.  Went  public  1994. 
Sales  expected  to  top  S650 
million  1997.  Member  since 
1996. 

Stewart  Bainum  Sr. 

$580  million 
Manor  Care,  Inc. 
Silver  Spring,  Md.  78 
Married,  4  children 
College       dropout,       then 
plumbing  contractor.  Took 
advantage  of  1950s  building 
boom.  With  brother,  built 
first  of  many  nursing  homes 
1959.  Founded  Qualitii'  Inns 
motel  chain  1966  (renamed 
Choice       Hotels        1990). 
Merged    companies     1980. 
Choice    operates    Comfort, 
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Clarion,  Econo  Lodge  Inns. 
Manor  Care  now  211  nursing 
homes  and  assisted  living  cen- 
ters. Son  Stewart  Jr.  (see)  suc- 
ceeded father  as  chair  1987. 
Stu  Sr.  crazy  about  the  color 
pink:  pink  clothes,  pink  fur- 
nishings in  Palm  Springs 
condo.  First  appeared  on  list 
1985. 

Caroline  Rose  Hunt 

$575  million 

Inheritance,  oil,  real  estate. 

Dallas.  74 

Twice  divorced,  5  children 

Youngest  of  5  children  from 

oil  baron  H.  L.  Hunt's  "first 

family"  (see  Kay  Lee  Hunt). 


She  and  4  siblings  each  inher- 
ited portions  of  Hunt's 
immense  oil  assets.  Caroline 
separated  investments  from 
kin  after  watching  brother, 
Bunker  Hunt,  suffer  big  loss 
in  silver  market  1980.  Put 
money  in  real  estate,  REITs, 
hotels  and  savings  &  loans 
through  Rosewood  holding 
company.  Owns  the  posh 
Dallas  inn  Mansion  on  Turde 
Creek.  Sold  off  domestic  oil 
holdings  for  an  estimated 
$275  million  in  1990.  Like 
her  half-brother,  Ray,  she 
held  on  to  lucrative  stake  in 
North  Sea  Oil  Field.  Lives 
frugally  on  trust  income. 
Member  since  1982. 


Ted  Field 

A  Chicago  outcast,  now  a 

Hollywood  heavyweight. 


Norman  Hascoe 

$575  million 

Semiconductor  materials, 
investments. 
Greenwich,  Conn.  68 
Married,  3  children 
Engineer    began    to   develop 
semiconductor  materials 

1957.  Accumulated  over  100 
patents.  Sold  business  1969; 
bought  back  assets;  sold  again 
1983  for  $100  million  in  cash 
and  AlliedSignal  shares.  Sold 
again  at  stock's  high.  Portfolio 
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We  Took  All  Levi  Strauss  &  Co/s'"  Figures  And  Created  A  Great  Fit. 


LEVI  STRAUSS  &  CO.  ASKED  THEIR  ARCHITECT  TO  CREATE  A  WORKPLACE  AS  COMFORTABLE  AND 
FUNCTIONAL  AS  THEIR  JEANS.  THE  SAN  FRANCISCO  ICE  HOUSE  RENOVATION  IS  TAILOR-MADE  FOR 
THEIR  TEAM-ORIENTED  PHILOSOPHY  AND  COST-EFFECTIVE  MANAGEMENT  STYLE.  HAS  IT  WORKED? 
SINCE  1990,  PRODUCTIVITY,  SALES  AND  PROFITS  ARE  UP.  AND  GOOD  DESIGN  PLAYED  AN 
IMPORTANT  PART.  TO  LEARN  HOW  10  OTHER  BUSINESSES  PROFITED  THROUGH  THEIR 
ARCHITECTS,    CALL    8  OG-AI A-99  3  0  .    OR    POINT    YOUR    BROWSER    AT    HTTP  : //W  WW.  Al  A.  ORG  . 


WE   MAKE   YOUR   BOTTOM   LINE   BEAUTIFUL. 


THE  AMERICAN  INSTITUTE  OF  ARCHITECTS 
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California  dreaming 


Alfred  A.  Checchi 

$600  million 

Leveraged  buyouts.  Los  Angeles.  49 

Married,  3  children 


Gary  L.  Wilson 


now  managed  by  sons  Andrew 
and  Lloyd:  real  estate,  securi- 
ties, investments  in  emerging 
markets.  "We  love  Russia." 
Member  since  1993. 

David  G.  Price 

$570  million 
Golf  courses. 
Santa  Monica, Calif.  65 
Married,  5  children 
Son    of   Welsh    immigrant. 
Raised  Los  Angeles.  UCLA 
law  school.   Bought  2   golf 
courses,  country  club  1969. 
Now  his  American  Golf  com- 
prised of  260  public  and  pri- 
vate golf  clubs.  His  National 
Golf  Properties  went  public 
1993;  now  owns   118   golf 
courses.  Born-again  Christian. 
Races  airplanes.  Member  since 
1996. 

Robert  Einar 
Petersen 

$570  million 

Publishing.  Beverly  Hills.  71 
Married 

Sold  his  32-tide  Petersen  Pub- 
lishing magazine  group  last 
year  for  over  $500  million  to 
former  Hearst  magazines  head 
Claeys  Bahrenburg.  Retained 
S20  million  LA.  building,  15% 
stake  in  new  company  that 
could  be  worth  another  $100 
million  if  planned  public  offer- 
ing goes  through.  Auto 
mechanic's  son  started  Hot 
Rod  magazine  1948  v\ith  part- 
ner and  $400;  hawked  for  25 
cents  at  races.  Bought  out 
partner,  added  Guns  & 
Ammo,  Motor  Trend,  Skin 
Diver.  Biggest  seller:  Teen.  Still 
runs  aviation  facilit>'  at  Van 
Nuys  airport  outside  L.A. 
Member  since  1982. 


$515  million 

Leveraged  buyouts.  Los  Angeles.  57 

Divorced,  remarried;  2  sons 

After  3 -year  fight  for  larger  stake  of  their  Northwest  Airlines,  Dutch  fl)'er  KLM  dropped  bid,  law- 

suits;  Northwest  to  buy  back  KLM's  19%  by  2000.  Partners  met  mid-1960s  when  Wilson  worked  JameS  Lee  Clavton 
for  Checchi's  uncle.  Wilson  split  for  Marriott,  hired  Harvard  Business  School  grad  Checchi.  Chec- 
chi off  to  Bass  family;  Wilson  to  Disney.  Checchi  and  Wilson  out  on  own,  began  buying  North-  $570  milhon 
west  stock  late  1980s.  Brought  in  KLM,  outside  investors  for  LBO.  Company  sank  with  debt.  Mobile  homes.  Knoxville,  Tenn.  63 
rebounded.  Took  Northwest  public  again  r'<)4.  Checchi  running  in  1998  California  governor  Twice  divorced,  remarried; 
race.  Clintonian  Democrat.  "I  look  forward  tc     nice  debate  between  me  and  Mr.  Forbes."  Mem-  4  children 
bcrs  since  1995.  Son  of  sharecropper:  "1  picked 

a  litde  cotton  just  for  fiin  and 
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INTRODUCING  SUPER  G3  FAX  TECHNOLOGY. 


REDUCE  YOUR  FAX  TRANSMISSION  TIME 


UP  TO  79%.* 


ASERCIASS. 


-tcr 


^No^o^^  you  to  the  LASER  CLASS®  9000  Series  with  Super  G3  Technology.  Now 
lu  can  transmit  LASER  CLASS  faxes  at  the  laser-like  speed  of  approximately 


SUPER 


seconds  per  page.**  That's  twice  as  fast  as  ordinary  G3  machines  —  fast  enough     |  \  |  ^  ^^  ^3 
knock   those    lofty    phone    line    charges    right    on    their    bottom    line.     MSA^i^s^^ 


knock   those    lofty    phone    line    charges    right    on    their    bottom    line.     MSA^^s^H^ 

With  Super  G3,  features  like  a  faster  handshake  protocol  and  new  JBIG  Technology  make  faxing  more 
)st  effective,  and  your  whole  office  more  productive.  Plus,  special  networking  options  will  enable  the 
^SER   CLASS  9000   Series   to   serve   your  workgroup's   printing,   PC  faxing   and   scanning   needs. 

Imagine  reducing  costs  and  improving  your  output  quality  at  the  same  time.  The  LASER  CLASS  9000 
Bries  scans  at  400  dpi  and  prints  at  600  dpi,  while  our  exclusive  UHQ™  VI  image  processing  gives  you 
imatched   depth   and   clarity.  All   from   a   company  that  gives  you   unmatched   support  and   service. 

For  a  fast  solution  to  your  faxing  costs,  call  1-800-OK-CANON  anytime.  Or  connect  with  us  on  the  Web 
http://www.usa.canon.com. 


ased  on  a  study  of  V34  phone  bill  savings,  prepared  by  Davidson  Consulting,  April  1997.  **  Approximately  3  seconds  per  page  fax  transmission 
e  IS  based  on  CCITT/ITU-T  No.  1  Chart  (MMR,  Standard  Mode)  at  33.6  Kbps  modem  speed  v«hen  transmitting  to  another  ITU-T  V34  facsimile 
fi]!!]!;  ^  '^"'^'"^  Switched  Telephone  Network  (PSTN)  currently  supports  28.8  Kbps  speeds  or  lower,  depending  on  telephone  line  conditions 
1997  Canon  U.S.A..  Inc. 
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"Made  in  Thailand" 

a  Label  You  Can  Trust 


Advances  in  transport  and  communications  have  led  to  the 
rapid  giobalization  of  marl<ets  and  goods  and  services.  This 
has  meant  that  consumers  are  able  to  select  goods  manufactured 
in  countries  from  around  the  world.  Goods  and  services 
succeed  or  fail  based  on  their  quality  more  than  any  other 
factor.  The  term  quality  encompasses  many  aspects  related 
to  a  product,  such  as  the  materials  used,  workmanship,  design, 
and  cognitive  associations  with  the  brand  name.  All  of  these 
aspects  are  crucial  to  the  economic  success  of  exports  in  the 
fiercely  competitive  global  marketplace. 

The  cornerstone  of  the  Royal  Thai  Government's  investment 
policy  is  it's  liassez-faire  nature.  The  government  feels  that  it 
is  best  to  allow  businesses  to  operate  freely,  while  continuing 
to  provide  support  to  the  private  sector  when  needed. 

The  manufacturing  and  export  industries  have  been,  and  will 
continue  to  be,  the  engine  of  Thai  economic  growth.  The 
Royal  Thai  Government  has  thus  encouraged  the  export  of 
high  quality  products  to  the  international  market  and  to  honor 
and  recognize  the  very  best  among  Thai  exporters,  it  has 
bestowed  the  Prime  Minister's  Export  Awards. 


This  Award  is  prized  among 
Thai  exporters,  who 
compete  for  recognition 
in  three  areas:  Brand 
Name,  Design  and  Best 
Exporter.  The  rules  and 
adjudication  process  are 
stringent,  thus  ensuring  that 
the  Award  winners  are  truly 
Thailand's  best,  helping  to 
make  the  "Made  in 
Thailand"  label  a  world 
renowned  mark  of  quality. 

This  year's  winners  of  the 
Prime  Minister's  Export 
Award  represent  a  wide 
range  of  Thailand's  export 
products,  from  agro- 
industrial  to  high  technology  products.  These  companies  are 
considered  to  be  among  the  most  competitive  in  the  country 
and  an  inspiration  for  the  nation  to  follow. 


THE  WINNERS 

Prime  Minister's  Export  Award  for  Distinctive  Development  &  Marketing  of  Thai  Own-Brand  Exports 


limunM 


<^'^0 


ja 


EK&RIT 


PATAYA  FOOD  INDUSTRIES  CO.,  LTD, 
Canned  Seafood 


GRAND  ASIA  FOOD  INDUSTRY  CO.,  LTD, 
Canned  Fruit  &  Vegetable 


CANDY  Compact 

D.T.C.  INDUSTRIES  PLC. 
Pens  &  Pencils 


THE  PEACE  CANNING  (1958)  CO ,  LTD. 
Canned  Food 


ARUNA  CO  .  ITV- 

ARUNA  CO.,  LTD. 
Pens  &  Pencils 


EKARAT  ENGINEERING  PLC. 
Electric  Transformer 


Ipinrov 

PIN  INTERNATIONAL  CO.,  LTD. 
Wooden  Toys  &  Games 


COTTO 


^1 


THAI  GYPSUM  PRODUCTS  PLC. 
Pypsum  &  Ponellzatlon 


THE  SIAM  GYPSUM  INDUSTRY  CO..  LTD. 
Gypsum  Products 


SIAM  SANITARY  WARE  INDUSTRY  CO..  LTD. 
Sanltaryware 


SMC  CORPORATION  UMITED 
Blow  Moulding  Mactilne 


Prime  Minister's  Export  Award  for  Distinctive  Development  &  Marketing  of  Thai  Own-Design  Exports 


dp 


THANVANIJ  CO,,  LTD, 
Greeting  Card 


ACME  INDUSTRIES  CO.,  LTD, 
Wooden  Furniture  &  KItchenware 


THAI  STAINLESS  STEEL  CO,.  LTD. 
Kltctienwaro 


Prime  Minister's  Export  Award  for  Outstanding  Performance  as  the  Best  Exporter 


^p 


SCT  CO.,  LTD. 

Construction  Material  &  Cement 


4^ 

Department  of 
Export  Promotion 


Department  of  Export  Promotion 

22/77  Rachadapisek  Road,  Chatuchak,  Bangkok  10900  Thailand  Tel:  (662)  512-0093  Fax:  (662)  513-9684 

Internet:  wvvw.thaitrade.com,  vvvvw. moc.com 


confirmed  that  I  never  want  to 
do  that  again."  Played  guitar, 
had  radio  program.  At  22 
owned  used-car  lot;  broke  at 
27.  Earned  law  degree.  In 
1966  started  mobile-home 
business;  took  Cla\ton  Homes 
public  1983.  Today  largest 
U.S.  retailer  mobile  homes. 
Gives  to  Tennessee  cultural, 
educational  institutions,  but 
"still  a  used-car  salesman  at 
heart."  Member  since  1992. 

John  R.  Stanley 

$560  million 

Oil  &  gas,  refining.  Houston.  58 
Married,  4  children,  1  son  disowned 
"Mad  Jack"  looks  to  have 
revived  ailing  TransTexas  Gas 
Corp.  for  third  time.  In  May 
raised  $1  billion  by  selling 
subsidiary  TransTexas  Trans- 
mission Corp.;  later,  made 
tender  offer  for  $800  million 
issue  of  senior  secured  notes. 
Paid  down  debt.  Stanley  reno- 
vating prized  Good  Hope,  La. 
refiner\',  dormant  since  1971. 
Will  repoen  1998.  Creditors 
cheered;  industry'  peers  skepti- 
cal: "We  marvel  at  the  tact 
that  he  is  still  in  business  at 
all."  Still  exudes  confidence. 
Member  since  1994. 

Viola  Sommer 

$560  million 

Inheritance.  New  York  City.  76 
Widowed,  3  children 
Sommer  Trust's  Aladdin  Hotel 
in  Las  Vegas  undergoing  $1 
billion  renovation.  Viola  still 
works  on  business  every  day. 
In  1940s  and  1950s  husband 
Sigmund  Sommer  built  small 
apartment  buildings  Brooklyn, 
single-family  homes  N.J.  By 
mid-1970s,  shopping  malls, 
huge  luxury  apartment  build- 
ings. Branched  into  racehors- 
es; died  of  heart  attack  at  race- 
track 1979.  Lawsuits  by  heirs 
over  estate  began  1987;  settled 
1994.  Lawyer:  "She's  a  fun 
lady  to  litigate  with."  On 
board  of  Racing  Hall  of  Fame. 
Member  since  1990. 
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T.  Rowe  Piice  Media  8  Telecommunications  Fund  offers  you  the 

opportunity  to  share  in  the  potential  rewards  of  one  of  the  most  dynamic 
areas  of  the  global  economy.  The  fund  invests  in  innovative  domestic 
and  foreign  companies  that  we  believe  are  poised  to  benefit  from 
technology  trends  that  will  shape  the  way  we  communicate,  educate, 
conduct  business,  and  access  entertainment  for  years  to  come. 

Since  the  fund  is  broadly  diversified  within  the  media  and  telecommu- 
nications field,  it  offers  high  performance  potential  with  less  risk  than 
similar  funds  with  more  concentrated  portfolios.  However,  its  share  price 
will  be  more  volatile  than  that  of  a  fund  investing  in  the  general  econ- 
omy. Further,  the  international  portion  of  the  fund's  portfolio  may 
incur  additional  risks,  including  currency  fluctuations.  Minimum 
investment  $2,500  ($1,000  for  IRAs).  No  sales  charges. 


r   HOWC  PDICE 


IS\KsT\1t.\TMT 


m 


Call  24  hours  for  a 
free  information  kit 
including  a  prospectus 

1-800-401-4612 

www.  troweprice.  con: 


Invest  With  Confidence® 

T.RowePrice 


-Ik 


Prior  lo  ~/2SA)7,  Ihi.s  fund  operated  a.s  the  closed-end  New  Age  Media  I'lind.  Read  the  prospetliis  carefully  before  investing. 
T  Rowe  Price  Investment  Services.  Inc.,  Distrihutor  mtfo.^7787 


A  Quote  for  Every  Occasion 

More  Than  14,000  Thoughts 

on  the  Business  of  Life —  _        

Now  All  in  One  Dehixe  Vohnne    ^  ' 


Fbrbes 

Book  of 

Business 

Quotations 

THOUGHTS  ON 
THE  BUSINESS  OF  LIFE 


The  ultimate  reference  for  speake 


ms^^iwnia:msNsmimi 


subject — from  ability  to  zeal — for  easy  access  and  endless  inspiration. 
992  pages,  8Vx  g''^".  Only  $40.00  plus  shipping  and  handling.  [ci4] 

To  Order  Call  Toll-Free:  1-800-876-6=^=^ 


(TF97) 


mmnri 


THE  SOUTHWEST'S  LARGEST  AUCTION  OF 

CLASSIC  WESTERN  AMERICAN  ART 

OVER  150  MASTERWORKS 

Original  paintings,  sculpture,  prints,  contemporary  and  vintage  photographs.  Including:  Afteft  Bierstadt, 

1  rcderic  Remington,  Charles  M.  Russell,  Rosa  Bonheur.  Carl  Rungius,  Alfred  Jacob  MjHer.  Edward 

Borein,  Henry  Farny,  George  Cadin  prints,  Karl  Bodmer  prints.  The  Taos  and  Santa  Fc  Art  Colonics, 

v..  Irving  Couse,  J.  H.  Sharp,  Oscar  Bcrninghaus,  E.  Martin  Hennings,  Bert  Phillips,  Walter  Ufer, 

Nicolai  I'echin,  Leon  Gaspard,  Andrew  Dasburg,  Jozef  Bakos,  Willard  Nash. 


SANTA  FE 

ART  AUCTION 


AND  ART  DEALERS  FAIR 

1 

SATURDAY,  NOVEMBER  8,  1997       ^ 

1:30  PM-3:30  PM  '^ 

SWEENEY  CONVENTION  CENTER 

A/Htioii  Previeii-.  Friday,  November  7,  6:00  -  9:00  pm 

ExttuJeJ  Preview:  Saturday,  November  8,  9:00  -  1 1:00  am 

Auction  regiitratimi  during  Friday  and  Saturday  Previews. 

however,  call-in  registration  prior  to  previeus  is  recommended. 

SANTA  FE  ART  DEALERS  FAIR 
Hotel  Plaza  Real,  Friday  -  SiUnday,  November  7th  -  9th 

Fullv  illustr.itcci  auction  catal()j;uc  will  be  available  by  mid-October, 
jcnd  a  check  tor  Sl^  plus  S3  tor  postage  to  Santa  Fe  Art  Auction  Limited  Co. 
P.O.  Box  243''.  Santa  Fe.  NM  8^^)4-243". 
•      For  auction  inquiries  call.  ^Oi  9SSo049.  tax  505  983-2^81 . 


Stuttering  didn't  stop 
Winston  Churchill. 


And  it  need  not  stop  you. 
Self-Therapy  for  the  Stutterer  explains 
how  stutterers  can  help  themselves. 

Ask  lor  the  192-pagc  book  No.  12,  and  please 
encloM;  $3.00  for  postage  and  handling. 

1-800-992-9392 


Stuttering 
foundation 
OF  America 

l.iRMmn  MfFi  llhX  M'MIOSOf  A.MtRH-A 

A  Non-Profit  OrRanijalitm 

Since  1947— Helping  Tdose  Who  Stutter 

P.O.  Box  11749  •  Memrhis.TN  38111-0749 


Virginia  McKnight 
Binger 

$560  million 
3M.  Wayzata,  Minn.  81 
Married,  3  children  (1  deceased) 
Only  child  of  William  S.  Mc- 
Knight (d.  1978),  the  South 
Dakota  farm  boy  who  rose  to 
key  exec  in  fledgling  sandpaper 
company  that  became  industri- 
al giant  3M  Corp.  Virginia 
remains  honorary  chair  of  $1.6 
billion  McKnight  Foundation 
started  by  father.  Started  own 
foundation,  VMB  fund,  to 
help  Minnesota  indigent.  Hus- 
band James,  former  Honey- 
well CEO,  runs  Broadway's 
Jujamcyn  theater  chain  (now 
showing  Annie,  Smokey  Joe's 
Cafe,  etc.).  Once  raised  Thor- 
oughbreds at  top  Florida  horse 
farm:  won  Preakness  1980, 
sold  most  of  farm  in  1994. 
First  appeared  on  list  1982. 

Floyd  D. 
Gottwald  Jr. 

$560  million 

Ethyl  Corp.  Richmond,  Va.  75 

Married,  3  sons 

Bruce  C.  Gottwald 

$510  million 

Ethyl  Corp.  Richmond,  Va.  64 
Married,  3  sons 

Brothers.  Father  Floyd  (d. 
1982)  made  fortune  in  paper, 
acquired  Ethyl  Corp.  1962. 
Expanded  Ethyl  into  plastics, 
metals.  Sons  diversified  into 
electronic  chemicals,  pharma- 
ceuticals, insurance.  Then 
began  unbundling.  Spun  off 
plastics,  energy,  aluminum  and 
specialty  chemicals.  Recently 
sold  insurance  spinoff  to  Gen- 
eral Electric  for  $1.8  billion 
cash.  Current  focus:  petroleum 
additives.  Purchased  Amoco's 
lubricant  additives  1992, 
Texaco's  1996.  Bruce  chair- 
man Ethyl;  Floyd  chairs  spe- 
cialty chemicals  spinoff  Albe- 
marle. Three  third-generation 
Gottwalds  active  in  business. 
First  appeared  on  list  1986. 
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Cement  can  do  more  than  build  highways. 


UR  CEMEIMT  BUILT  THE  OVERPASS. 


of  life:' 


can  improve  the  quality 


ling  number  of  building 


projects,  Cemex  is  the  cement  of  choice.  With 


operations  in  22  countries  and  trade  relations 


with  60  countries,  Cemex  combines  tmjse  of 


TRAFFIC  MOVED  FASTER 


Pfne  latest  production 


technology  with  an  efficient,  environmentally 


sound  approach  to  meet  the  needs  of  customers 


everywhere.  Because  we're  not  just  improving 


highways,  we're  building  a  better  world. 


ji|«i| 


AIMD  HOUSTON  BECAME  A  CALMER  PLACE 


To  learn  more,  visit  our  web  site  at 


http://www.cemex.com. 


A highwavoverpass  in  Houston,  Texas 


Bui  Idfng   a   Better  World 


Oprah  Winfrey  is  the  only  African-American  on  The  Forbes 

Four  Hundred. 


Teresa  F.  Heinz 

$550  million 

Inheritance.  Fox  Chapel,  Pa.  59 
Widowed,  remarried; 
3  children 

Daughter  of  Portuguese  doc- 
tor. Born,  raised  Mozambique; 
fluent  in  5  languages.  Married 
heir  to  ketchup  company  for- 
tune and  future  U.S.  Senator 
H.  John  Heinz  III  (R-Pa.) 
1966.  Husband  died  in  plane 
crash  1991.  Teresa  married 
Senator  John  Forbes  Kerry  (D- 
Mass.)  in  1995  but  didn't 
switch  parties:  she  remains  a 
registered  Republican  in  Penn- 
s}'lvania.  Avid  environmentalist, 
arts  benefactor.  Owns  one  of 
the  largest  private  collections  of 
rare  17th-century  Dutch, 
Flemish,  German  still  lifes. 
Teresa  oversees  $700  million 
Howard  Heinz  Endowment. 
Created    Heinz    Awards    to 


honor  ''the  kinds  of  things  I 
saw  in  my  [late]  husband:  zest, 
passion,  excitement,  joy." 
Member  since  1991 . 

Harry  V.  Quadracci 

$550  million 

Printing.  Hartland,  Wis.  61 
Married,  4  children 
His  Quad/Graphics  publishing 
empire  expanding  outside 
U.S.  market  into  South  Amer- 
ica. Already  prints  parts  of 
Newsweek,  Time.  Former 
unemployed  lawyer,  started 
company  with  bank  loans, 
mortgage,  investors.  High 
press  productivit)'  let  him  pay 
back  investors  in  24  months. 
Works  hard,  plays  hard.  Once 
walked  liigh-wire  across  com- 
pany floor;  wore  pink  shoes  to 
company's  25th  anniversary 
last  summer.  Why?  "Because  1 
can."  Member  since  1995. 


WUUam  A.  Dart 

$550  million 

Styrofoam  cups,  investments. 
Sarasota,  Fla.  69 
Married,  3  children 
Ten  years  have  passed,  and  the 
heirs  to  Styrofoam  cup  manu- 
facturer Dart  Container  show 
no  signs  of  ending  the  soap 
opera  fight  over  the  family 
lucre.  Founder  William  Dart's 
eldest  son  Thomas  still  in 
court  seeking  to  restore  assets 
of  trust  that  he  claims  William 
spirited  away  to  Thomas' 
younger  brothers  Kenneth  and 
Robert  in  1987.  There  may  be 
much  more  to  this  fortune 
than  we  have  been  able  to  find. 
Tom  wants  $1  billion  back, 
says  his  siblings  each  took 
$700  million  out  of  Dart's  cof- 
fers, then  fled  the  country  and 
the  Internal  Revenue  Service. 
Both  live  in  the  Caribbean. 


William   retired   to   Florida. 
Member  since  1991. 

Edmund  Newton 
Ansin 

$550  million 

TV  stations.  Miami  Beach.  61 
Divorced,  3  children 
Took  over  father's  Miami  tele- 
vision station  1971.  NBC  affil- 
iate, no  debt.  Dropped  by 
NBC  1987.  Big  mistake.  Ed 
revamped  as  tabloid  news  sta- 
tion: crime,  sex,  flashy  graph- 
ics. Soon  revenues  higher  than 
competing  NBC,  CBS  sta- 
tions. Bought  Boston's 
WHDH-TV  for  $215  million 
1993.  Son  Andrew,  33,  in  real 
estate  division;  James,  31,  TV 
marketing,  sales.  Ed's  two  sta- 
tions worth  over  $500  million. 
Member  since  1984. 

Sheldon  Adelson 

I  $550minion 

I  Trade  shows,  gambling. 

"  Boston;  Las  Vegas.  64 
Married,  5  children 
Blew  his  Sands  casino/hotel  in 
Las  Vegas  to  smithereens  in 
November  to  make  way  for  $2 
billion,  6,000-room  Venetian- 
theme  pleasure  palace.  Help- 
ing change  gambling  econom- 
ics: "It's  as  permissible  to  make 
money  on  the  hotel  room  as  it 
is  in  the  casino."  Started  career 
with  court  reporter  degree 
from  Boston  junior  college 
1952;  earned  stripes  in  corpo- 
rate finance,  real  estate. 
Formed  Interface  Group, 
started  trade  shows  1971.  First 
Comdex — Computer  Dealers 

Gerry  Lenfest 

Drew  the  ire  of  TCI's  John 
Malone  when  he  nixed  joint 
venture  with  rivai  Comcast 
in  July.  Deal  now  on. 


I 


« 


310 
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Advanced  Data  Solutions  For  Corporate  Challenges 


Has  growth  left  gaps 

in  your  ability  to 

communicate? 


Consult  with  Sprint's  data  experts.  We'll  employ 
innovative  thinking  and  proactive  solutions  to  help  you 
close  the  gaps  that  rapid  growth  creates.  Plus,  count  on  us 
to  deliver  advanced  products  and  services  to  help  you 
achieve  exceptional  results  across  the  board.  This  dedication 
to  meeting  your  needs  is  why  we  operate  the  world's 
largest  public  data  network  and  were  the  first  carrier  to  offer 
commercial  Internet  service.  Because  we  believe  you  should 
expect  nothing  less  from  a  worldwide  leader  in  data  commu- 
nications.  www.sprint.com/sprintbiz   !•  800*  669' 4700 


Sprint 


We  help  your  business  do  more  business" 


Talk  ain't  cheap 


mS'- ■'■■■■  ^i  ■ 
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Oprah  Gail  Winfrey 


$550  million 
Talk.  Chicago.  43 
Single 

There's  a  mouse  in  this  smart  businesswoman's  future.  Her 
Chicago- based  Harpo  (Oprah  backwards)  Films  has  new  deal 
with  Disney/ ABC  for  6  TV"  movies.  First  up:  Before  Women  Had 
Wings,  airing  this  fail.  Also  books  (through  Disney's  Hyperion), 
videos  (yia  Disney's  Buena  Vista  home  video).  Main  engine  still 
The  Oprah  Winfrey  Show,  now  in  twelfth  season.  Born  rural  Mis- 
sissippi, became  Nashville  newscaster.  To  Chicago,  boosted  city's 
third-rated  morning  show  to  number  one.  Started  Oprah  1985, 
now  America's  number  one  daytime  program;  1997  sjiidication 
revenue  estimated  S240  million.  Member  since  1995. 


Expo — show  in  1979,  became 
must-attend  event  for  comput- 
er industry.  Added  Sands 
1989.  Sold  Comdex  1995  for 
S862  million  to  Japan's  Soft- 
I  bank.  Big  contributor  to  bo± 
s  political  parties.  Advice-  to 
i  young:  "Go  to  business 
school."  Member  since  1995. 

Leon  Levy 

$550  million 

Investments.  New  York  City.  72 

Divorced,  remarried;  1  child 

Jack  Nash 

$475  million 

Investments.  New  York  City.  68 
Married,  2  children 
Liquidated  their  S3  billion 
(assets)  Odyssey  Partners 
hedge  fund  this  year  after  15 
years.  Cited  age,  "evolving 
market  conditions,"  as  reasons 
for  dissolving.  "They've  never 
been  big  believers  in  stocks, 
and  stocks  have  been  the  place 
to  be.  It's  tough  to  change 
your  stripes."  Two  funds  are 
being  formed  out  of  Odyssey. 
One,  Ulysses,  run  by  Nash's 
son  Joshua.  Nash  and  Lev}' 
met  at  Oppenheimer  &  Co. 
early  1950s.  Together  bought 
bankrupt-railroad  bonds  in 
early  years;  made  killing.  Then 
bought  Oppenheimer.  Sold 
1982  for  S163  million. 
Formed  Odyssey.  Liked 
making  bets  on  interest  rates. 
Nash  good  judge  of  deals, 
supersecretive.  Says  more 
sociable  Lev)':  "He's  so  reU- 
able,  he's  not  colorful.''  Levy  a 
member  since  1994;  Nash 
since  1996. 


Henry  R.  Sii»»;rman 

$540  million 

Investments.  New  York  Cit /  area.  57 
Married,  3  children 
Trading  one  acronyn-.  for 
another  as  he  agrees  to  m.  ge 
his  diversified  HFS  with  dis- 
count shopping  club  CUC. 
Silverman  to  be  chief  execu- 
tive. Law  degree  Universitv-  of 


Pennsylvania,  Navy  lieutenant 
during  Vietnam,  then  Wall 
Street  investment  banker. 
Hooked  up  with  Blackstone 
Group  1990,  borrowed  heav- 
ily, bought  Ramada,  Howard 
Johnson  fi-anchises,  bundled 
them  into  HFS.  Also  snagged 
car  renter  Avis,  residential  real 
estate  broker  Century  21 
franchises.  Member  since 
1996. 

William  Russell 
KeUy 

$540  million 

Kelly  Services.  Fort  Lauderdale.  91 
Married,  1  son 

Son  of  international  oil  mil- 
lionaire who  lost  fortvme,  died 
1928  leaving  7  children,  no 
estate.  Left  Universitv'  of  Pitts- 
burgh to  support  siblings. 
With  SI 0,000  savings  started 
Russell  Kelly  Office  Service; 
handled  various  businesses' 
office  supply  demands.  Pio- 
neered modern  temporary 
help  industry  by  dispatching 
employees  to  supplement 
shorthanded  staffs.  Expanded 
worldwide.  Launched  Kelly 
Scientific  Resources,  provider 
of  science  professionals.  Son 
Terence  E.  Adderley,  Kelly  Ser- 
vices president.  William  still 
chairman.  Member  since 
1985. 

Patrizio  Vinciarelli 

$530  million 
Vicor  Corp.  Boston.  50 
Divorced 

Universitv'  of  Rome,  Ph.D., 
physics,  1970.  Came  to  Amer- 
ica to  teach  physics  at  Prince- 
ton. Inspired  by  stereo's  blow- 
ing up  due  to  "stone  age" 
power  supply,  went  into  busi- 
ness with  friends'  savings  to 
pioneer  modular  designs  to 
replace  old  power  supply  units. 
Took  Vicor  Corp.  public 
1991.  Reputation  as  a  hard- 
driving  manager.  Passionate 
about  food  and  cooking.  "To 
converse  while  eating  is  an 
important  part  of  life."  Also 
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■lERE  YOU  STAY  TELLS  THE 
WHERE  you're  GOING 


WORLD 


LOS  ANGELES 


An  Air  of  Sophistication 


NEW.:  YORK 


1   H  E     TOWERS 


A  Way  of  Life 

Plaza  Athenee  Paris 


Three  exclusive  addresses 
One  distinctive  standard  of  hospitality 


FOR  /iVfOJMil/OiV   OJ   RLSERVAJIOSS,   PLEASE   COUACJ  YOIR   JUVEL   P ROE ESSIO": ki 

.VOHH  AMUICA  I  800-22 3-() 800    Ei'ROPi  (Mj  0-800-181-123 

Members  of 


II^W) 


Wayne  Huizenga  brought  aboard  2  newcomers  to  The 

Forbes  Four  Hundred:  Michael  Egan  and  brother-in-law  Whit 

Hudson.  He  bought  out  both  with  Republic  stock. 


David  Murdock 
"I  don't  have  a  boss. 
There  isn't  anyone  who 
can  tell  me  to  go  to  hell." 


classical  music  fan,  especially 
Mozart  and  Rachmaninoff. 
Member  since  1995. 

Richard  P.  Simmons 

$530  million 
Allegheny  Teledyne. 
Sewickley,  Pa.  66 
Married,  2  children 
Father  ran  Bridgeport,  Conn, 
gas  station.  Graduated  MIT, 
started  first  job  with  Alleghe- 
ny Ludlum  Steel  in  1953;  left 
to  work  for  Republic  Steel, 
became  industry's  youngest 
assistant  plant  manager,  age 
33;   returned   to   Allegheny 
1968;  president  1972.  Gained 
control  in   1980  LBO  after 
negotiating    final    loans    on 
Christmas    Day.    Last    year 
merged  specialty'  steelmaker 
with  Teledyne.  Company  and 
stock  did  wonders  ever  since. 


First  appeared  on  list  1992. 

Mom*oe  Gary 
Milstein 

$530  million 
Burlington  Coat  Factory. 
Burlington,  N.l.  70 
Married,  3  children 
Smart  son  of  Russian  immi- 
grant, Monroe  earned  New 
York  University  business 
degree  by  19.  Started  whole- 
sale suit  company.  Merged 
with  father's  coat  company 
1953.  Father  balked  at 
entering  retail.  Wife  Henny 
gave  S60,000  life  savings 
toward  $675,000  Burlington 
Coat  purchase  1972.  Mas- 
tered art  of  discount  retail: 
offered  loads  of  merchandise, 
no-frills  approach.  "Be  patient 
and  let  volume  take  care  of 
profits."  Now  255  stores  in 
42  states.  Monroe,  wife,  2 
sons  and  a  former  stock  boy 
run  company.  Third  son 
is  independent  computer 
consultant.  First  appeared  on 
list  1986. 


Robert  Boisseau  ^ 
Pamplin  Jr. 

$525  million 

Textiles.  Lake  Oswego,  Ore.  56 
Married,  2  daughters 
Guiding  family's  textile  interest, 
R.B.  Pamplin  Corp.,  through 
soft  denim  market:  purchased 
2-years'  supply  of  cotton  just 
before  prices  spiked  1996. 
Ordained  minister,  author  of 
13  books.  Eight  degrees, 
including  2  doctorates.  Pet 
projects:  Christian  music  label, 
video  and  book  distribution. 
Spent  $40  million  to  build 
eponymous  Civil  War  park  near 
Petersburg,  Va.;  just  completed 
museum  to  showcase  vast  col- 
lection of  Asian,  Native  Ameri- 
can antiquities.  Member  since 
1992. 

Guilford  Glazer 

$525  million 

Real  estate.  Beverly  Hills.  76 
Divorced,  remarried; 
2  children 

Father  was  a  welder  in 
Knoxville,  Term.  Began  proper- 
ty' development  career  by  build- 
ing apartment  house  for  wid- 
owed mother  1950.  Built  Oak 
Ridge,  Tenn.  shopping  center 
1954;  sold  1989  for  $45  mil- 
lion. Moved  to  Los  Angeles  for 
the  weather  1960.  Owns  office 
buildings  Atlanta,  Boston, 
Pittsburgh;  Holiday  Inns; 
industrial  properties.  Built 
Israeli  community-  -enter  with 
buddy  Armand  Hammer. 
Loves  golf,  grandkids.  Member 
since  1986. 

Hugh  Rodney 
Sharp  III 

$520  million 
inheritance  (Du  Pont). 
Wilmmgton,  Del.  62 
Married,  5  children 


Member  of  vast  blue-blood  du 
Pont  clan.  Grandson  of  Isabel- 
la du  Pont  Sharp  (see  du  Pont 
family);  sister  of  Pierre  Samuel 
II;  known  as  H.  Rodney. 
Father  Hugh  Jr.  (d.  1990) 
active  in  Du  Pont  1938-82, 
flew  combat  missions  during 
World  War  II;  with  brother 
Bayard,  donated  $11  million 
parcel  of  beach  and  wilderness 
for  use  as  a  Florida  state  park. 
Hugh  Jr.  left  his  estate  to  three 
children,  Hugh  III,  H.  Donan 
Sharp  and  William  W.M. 
Sharp.  Hugh  III  still  a  director 
at  Du  Pont;  retired  as  manag- 
er of  computer  systems  for 
company  1991;  thinks  Forbes' 
estimate  of  his  wealth  is  so 
wrong  it  is  "hilarious." 
Member  since  1982. 

Richard  Alexander 
Manoogian 

$515  million 
Masco  Corp. 

Grosse  Pointe  Farms,  Mich.  61 
Married,  3  children. 
Son  of  Alex  Manoogian  (d. 
1996),  founded  Masco  Corp. 
in  1929,  perfected  the  single- 
handle  Delta  faucet.  Yale-edu- 
cated Richard  took  over  1968, 
guided  company  through 
expansion,  diversification. 
Acquired  more  than  a  hundred 
companies;  targeted  low-tech 
industry,  high-margin  firms. 
Stumbled  with  purchase  of  fiir- 
niture  makers  Henredon, 
Drexel  Heritage,  others  for 
SI. 7  billion.  Sold  furniture 
di\-ision  last  year  for  $1  billion, 
but  retains  40%  interest.  Col- 
lects 19th-century  American 
art.  Philanthropic:  anony- 
mously donating  tens  of  mil- 
lions to  educational,  civic  and 
religious  causes.  Late  father, 
Alex,  renowned  leader  in 
Armenian  community.  Mem- 
ber since  1986. 
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BOSS 

HUGO       BOSS 


BOSS  HUGO  BOSS  SHOPS 

Bal  Harbour  Shops; 

Century  City  (Fall   1997); 

Dallas  Galleria; 

The  Forum  Shops  at  Caesars; 

The  Mall  at  Short  Hills; 

The  Plaza  at  King  of  Prussia; 

Rodeo  Drive; 

South  Coast  Plaza; 

Washington,  D.C. 

BOSS  HUGO  BOSS  SHOP-IN-SHOPS 

Bigsby  &  Kruthers,  Chicago; 

Bloomingdale's,  New  York  City; 

Cedrics,  Edina; 

Garys  Newport  Beach; 

Macy's,  San  Francisco; 

Marios,  Seattle  (Fall  1997); 

Saks  Fifth  Avenue,   New  York  City 


There  were  no  fortunes  derives 


tS  i^; 


ir 


Alice  Francis 
du  Pont  Mills 

$515  million 

Inheritance.  Middleburg,  Va.  84 
Widowed,  3  cliildren 
Daughter  of  A.  Felix  du  Pont, 
distant  cousin  of  Pierre  Samuel 
II  (see  du  Pont  family),  who 
sided  with  Pierre  in  family  split 
1915;  rewarded  with  stake  in 
Christiana  Securities  (family 
holding  company).  Her  broth- 
er Richard,  noted  pilot,  killed 
in  World  War  II  glider  crash. 
His  widow,  Helena  Allaire 
Crozer  du  Pont,  horse  breeder, 
one  of  first  women  admitted  to 
Jockey  Club  1983.  Her  broth- 
er Alexis  died  1996.  She  and 
children  worth  estimated  $515 
million.  Member  since  1982. 

Richard  Alan 
Smith 

$515  million 
Harcourt  General. 
Chestnut  Hill,  Mass.  72 
Married,  3  children 

Nancy  Smith  Lurie 
Marks 

$515  million 
Harcourt  General. 
Chestnut  Hill,  Mass.  70 
Married,  3  children 
Sibhngs.  With  January 
nation  of  Robert  Tarr,  forrucr 
CEO  of  both  Harcourt  Gen- 
eral   and    Neiman    Marcu,s 
Group,  Richard  back  at  helm 
of  company  he  first  took  con- 
trol of  in  1961.  Richard  pub- 
liciLy-shy  but  active  philan- 
thropist.  Nancy's   son,   Jeff 
Lurie,  owner  of  Philadelphia 
(football)  Eagles.  With  their 
families,     brother-and-sister 
team    share    fortune    worth 
more  than  $1  billion.  Richard 
a  member  since  1982;  Nancy 
since  1994. 

316 


Max  Martin  Fisher 

$510  million 

Oil,  gas.  Franklin,  Mich.  89 
Widowed,  remarried;  5  children 
As  young  Ohio  State  graduate 
came  home  to  find  fatlier's  oil 
reclamation  plant  burned  to 
ground,  1930.  Somehow  se- 
cured financing  to  rebuild 
from  gas  brokers:  "I  guess  I 
must  have  hoodwinked  them." 
Rebuilt.  Sold  assets  for 
Marathon  Oil  stock  1959.  Sold 


shares  to  U.S.  Steel  for  $-150 
million  1982-  Reinvested  in 
real  estate,  Sotheby's  auction 
house,  banks.  Desceridant  of 
Russian  Jews,  big  supporter  of 
Israel:  after  1967  Sk  Day  War, 
raised  over  SI 00  million  in  one 
montli.  Member  since  1982. 

Irenee  du  Pont  Jr. 

$500  million 

inheritance.  Montchanin,  Del.  77 

Married,  5  children 


Irene  Sophie 
du  Pont  May 

$500  million 

Inheritance.  Wilmington,  Del.  96 

Widowed,  4  children 

Constance 
Simons  du  Pont 
Darden 

$500  million 

Inheritance.  Norfolk,  Va.  93 
Widowed,  3  children 


Craig  McCaw 
With  Bill  Gates, 
the  Seattleite  is 
plowing  his  cell 
phone  proceeds 
into  satellites. 
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Leadership  is  more  than  numbers. 


With  $450  billion  in  assets  under  management, 
AXA  is  a  world  leader  in  insurance  and 
investment.  With  100,000  men  and  women 
sharing  the  same  vision  in  more  than  50 
countries,  we  strike  a  unique  balance  between 
global  experience  and  local  expertise  that  allows 
us  to  develop  solutions  tailored  to  your  goals. 
Here  in  the  US,  where  we  manage  $230  billion 
in  assets,  we've  been  serving  clients  for  over 
137  years.  You  know  us  as  Equitable,  Alliance 
Capital  and  Donaldson,  Lufkin  &  Jenrette, 
companies  whose  outstanding  track  record 
allows  us  to  say: 


Go  aheai 


ou  can  rely  on  us 


/lOCx 


INSURANCE  &  INVESTMENT 


vviiHUl  MLMbLK 


npa«^  vH«if  niir  Weh  <]ti"  bftrt//w'w\v.^ixa.cum 


If  Sam  Walton  were  alive  he'd  be  the  second-richest  man 
in  America,  with  a  net  worth  of  $32  billion. 


/  AL        T 

"%i 

Octavia  Mary 
du  Pont  Bredin 

$500  million 

Inheritance.  Greenville,  Del.  84 
Married,  6  children 
Brother  and  sisters.  4  of  the  8 
children  of  Irenee  du  Pont  Sr. 
(d.  1963),  who  was  president 
ofDuPontCo.  1919-26  (see 
du  Pont  family).  Irenee  Jr. 
retired  as  senior  VP  1978  after 
32  years  with  Du  Pont,  contin- 
ued to  serve  as  director  until 
1990;  on  Wilmington  Trust 
board  until  1992.  Oversaw 
merger  1977  of  Du  Pont  with 
family  holding  company 
(Christiana  Securities),  ending 
family's  173-year  reign  over 
company.  With  heirs  of  their  4 


deceased  siblings,  these  8  fam- 
ilies share  fortune  estimated  at 
$4  billion,  much  in  trusts.  First 
appeared  on  list  1982. 

Clayton  Lee  Mathile 

$500  million 

Pet  food.  Dayton,  Ohio.  56 
Married,  5  children 
Pioneered  fast-growing  premi- 
um puppy  food  market  with 
lams.  As  spending  on  pets 
grows,  so  do  company's  rev- 
enues. Mathile  former  Campbell 
Soup  buyer  hired  1970  by  Paul 
lams.  Bought  him  out  1982. 
Convinced  breeders  that  his  pre- 
mium product  would  produce 
healthier  animals.  Got  premium 
margins.  Member  since  1991. 


E.  Pierce  Marshall 

$500  million 
Inheritance.  Dallas.  58 
Married,  2  children 
Son  of  oil  baron  J.  Howard 
Marshall  (d.  1995).  E.  Pierce 
got  lion's  share  of  fortune 
when  the  old  man  died.  Estate 
includes  Marshall  Petroleum's 
estimated  16%  stake  in  S30  bil- 
lion Crevenues)  Koch  Indus- 
tries. But  old  man's  widow, 
29 -year-old  former  Guess? 
jeans  model  Anna  Nicole 
Smith,  also  wants  chunk  of  the 
estate.  E.  Pierce  is  now  fight- 
ing her  and  his  estranged 
brother,  Howard  Marshall  111, 
over  division  of  spoils,  still  held 
up  in  the  courts.  E.  Pierce: 


"The  IRS  has  claims  on  at  least 
half."  No  quick  end  in  sight. 
Member  since  1996. 

Joseph  A.  Liemandt 

$500  million 
Software.  Austin.  29 
Single 

Youngest  self-made  member  of 
The  Forbes  Four  Hundred. 
Started  Trilogy  Development 
group  1989  with  four  Stanford 
pals,  dropped  out  1990 
halfway  through  senior  year. 
Explained  to  businessman 
father:  "My  market  window's 
closing."  Developed  "sales 
configuration"  software:  elim- 
inates errors,  wasted  time  from 
manufacturers'  sales  process. 


(^^iNK  Of  It  As  Your 

OCEANFRONT  PLAYGROUND. 


Steal  away  to  a  fun-filled  recess  with  our  Oceanfront  Getaway  at  The  Breakers  in  Palm  Beach. 

Discover  the  new  Breakers,  where  the  completion  of  a  spectacular  $75-million  renovation  marks  the 
exciting  beginning  of  a  second  century  of  hospitality.  Be  pampered  in  elegantly  appointed  rooms  with 
exceptional  amenities.  And  select  from  an  array  of  recreational  activities  that  satisfy  your  every  playful  whim. 

For  reservations  or  information  on  booking  your  own  Oceanfront  Getaway,  /^Kfc, 

call  your  travel  professional  or  The  Breakers  toll-free  at  ^'vvSlK'v^ 

n^E  BREAKERS' 

•  Half-mile  private  beach 

•  Water  sports 


1-888-BREAKERS  today. 

•  Seven  restaurants 

•  Two  18-holt  golf  courses 


PALM     REACH 


•  21  Har-Tru  tenuis  courts 


Owned  and  operated  by  Flagler  System,  Inc. 
One  South  County  Road  •  Palm  Beach,  Florida  33480 
,     (561)655-6611 -Fax  (561)  659-8403 


Supervised  children's  program        ^4l^       ^'^"  '^^'  Breakers  online  at: 

*-•  http://www.thebreakers.com 


www.FT.com 


There  are  236 
intries  on  earth. 
All  of  them  have 
money. 


■Mfic  ff-  'V>"^*N>«*>«4Vi»ipKm.' 


1.  I-   <^l.«»^'^»»«L!,»      {„».-•!;,  »B»^. 


''ttm—ftf'-'---     Liypti 


The  global  daily  of  business. 
FINANCIAL  TIMES 


No  FT,  no  comment. 

Call  1-800  628  8088  for  a  subscription 


mmnn 


Since  1982  the  minimum  net  worth  has  risen  from 

$91  million  to  $475  million. 


Ernest  Gallo 

Julio  focused  on  wine,  Ernest  on  cash  flow.  Their  grandkids  want  to  focus  on  yuppies. 


Relied  on  credit  card  debt  for 
financing;  then  $3.5  million 
contract  with  Hewlett- 
Packard,  others.  Now  develop- 
ing on-line  and  computer 
kiosk  purchasing  system. 
Member  since  1996. 

Ernest  Gallo 

$500  million 
Wine.  Modesto,  Calif.  88 
Widower,  1  son 

Surviving  brother  of  famous 
winemaking  duo  Ernest  and 
Julio  (Julio  died  in  car  crash 
1993).  Started  winery  after 
father  killed  wife,  self  1933. 
Ernest  and  Julio  built  busi- 
ness, raised  younger  brother 
Joseph  Jr.  Second  generation 
kept  Gailo's  focus  on  inex- 
pensive wines  (Thundcrbird, 
Night  Train),  wine  coolers; 
third  generation  attempting 
to  upgrade.  Ernest  still  chair 
man.  iVlember  since  1982. 


Robert  Addison 
Day  Jr. 

$500  million 
Money  management. 
New  York  City.  53 
Married,  3  children 
Last  October  he  hinted  to 
clients  that  his  S54  billion 
investment  firm.  Trust  Co.  of 
the  West,  was  for  sale.  In  May 
he  backtracked.  Letter  to 
clients:  "We  ha\e  decided  to 
continue  as  an  independent, 
privately  owned  company." 
Rumors  that  bidders  offered 
only  $500  million  to  $600 
million  for  Trust  Co.  of  the 
West.  Day,  40%  owner,  start- 
ed firm  in  1972  with  $1.5 
million  from  investors.  His 
paternal  grandfather  was  Los 
Angeles  Gas  (a).'s  Addison 
Day.  Grandpa  on  mom's  side 
was  Superior  Oil  founder 
William  Keck.  Member  since 
1993. 


Grover  Connell 


$500  million 
Equipment  leasing,  rice. 
Westfield,  N.J.  79 
Married,  3  children 
After  WWII  Na\-\'  service,  took 
over  family's  $10  million 
(sales)  rice  and  sugar  company 
1950.  Built  Connell  Co.  into 
country's  largest  independent 
broker/trader  in  rice,  sugar. 
Added  hea\y  et^uipment  leas- 
ing (railroad,  aircraft,  power 
plants)  1973;  now  some  $1.5 
billion  assets.  Also  prime  N.J. 
real  estate.  Hosted  part)'  with 
late  dictator  Mobuto,  "a  very 
pleasant  guy."  Member  since 
1982. 

Amar  Gopal  Bose 

$500  million 

Loudspeakers.  Wayland,  Mass.  68 
Married,  2  children 
Massachusetts    Institute    of 


I  Technology  Ph.D.  electrical 
>  engineering  1956.  Started 
Bose  Corp.  1964.  First  R&D 
contracts  with  the  military, 
NASA.  Then  loudspeakers. 
Introduced  first  factory- 
installed  car  stereo  system 
1982:  Cadillac,  then  Mer- 
cedes, corporate  jets.  One  of 
country's  biggest  suppHers 
nontrademarked  speakers. 
Sales  over  $750  milhon. 
Member  since  1994. 

Anne  Wlndfohr 
Marion 

$490  million 

Inheritance.  Fort  Worth;  Santa  Fe; 
Palm  Springs,  Calif.  58 
Thrice  divorced;  remarried; 
1  daughter 

Lavish  museum  dedicated  to 
Georgia  O'Keeffe  funded  in 
large  part  by  her  Burnett 
Foundation  (named  for  great- 
grandfather Burke  Burnett), 
opened  July  17  in  Santa  Fe. 
Caps  long-term  commitment 
to  art  collecting.  Also  supports 
Kimble  Museum  in  Fort 
Worth.  Family's  original  for- 
tune derived  from  oil  reserves 
found  on  Burnett's  west  Texas 
ranches.  Assets  passed  down 
through  mother,  "Big  Anne." 
Still  owns  estimated  350,000 
Texas  acres  with  mineral 
rights.  Currently  married  to 
former  Sotheby's  chairman 
John  Marion.  Fearless  horse- 
woman; Anne  good  with  a 
gtm,  too.  Member  since  1988. 


Anne  Hendricks 
Bass 

$490  million 

Divorce.  Fort  Worth;  NYC;  Aspen.  56 
Single,  2  daughters 
Indianapolis-born  sociaUte, 
poster  person  for  First  Wives 
Club:  came  into  fortune  upon 
1989  divorce  from  Sid  Bass, 


M) 
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after  23 -year  marriage  (he  took 
up  with  socialite  Mercedes 
Kellogg).  In  settlement  got 
over  5.5  million  Disney  shares. 
Fifth  Avenue  apartment,  art 
collection.  Vassar  graduate, 
di\ides  time  among  boards  of 
12  ballets,  libraries  and  art 
museums  because  "sharing 
beaut}'  is  a  responsibility'."  Is 
a  contributing  editor  to  Vogue 
magazine.  First  appeared  on 
Ust  1992. 

Lewis  Robert 
Wasserman 

$490  million 
MCA.  Beverly  Hills.  84 
Married,  1  daughter 
Born  Cleveland,  moved  to 
Chicago  1936  to  join  Music 
Corp.  of  America.  President 
1946  at  age  33.  Hobnobbed 
with  Ronald  Reagan,  Alfred 
Hitchcock,  Jimmy  Stewart. 
Acquired  Universal  Studios; 
distributed  hits  from  Spielberg, 
Geffen  (see  both).  Sold  MCA 
to  Matsushita  for  S6.1  billion 
1990.  Lew  took  high-yielding 
preferred  stcKk,  retained  much 
control.  Seagram  bought  80% 
of  MCA  1995;  Lew  srill  hon- 
orar\'  chairman.  Member  since 
1982. 

William  Norman 
Pemiington 

$490  million 
Gambling.  Reno.  74 
Widowed,  remarried; 
2  children 

Cofounder,  with  William  Ben- 
nett (see)  of  Circus  Circus 
Enterprises.  Saw  gambling 
becoming  a  middle -class  leisure 
activity.  Partners  took  over 
Circus  Circus,  then  a  6-year- 
old  conventional  casino,  in 
1974.  Emphasized  wholesome 
image,  family  customers  over 
high  rollers.  Pennington  re- 
mained president  until  1988; 
Bennett  stepped  down  as  chair- 
man 1994.  Pennington,  World 
War  II  bomber  pilot,  now 
retired.  Likes  boating,  trap- 
shooting.  Member  since  1985. 

Forbes  400  ■  October  13,  1997 


The  Ultimate  Choice 


for  the  Largest 
Selection  of  Mutual  Funds 


Jack  White  &  Company   J  |. 

^1   ,   c  L    L  ^mta^nm^    Investments 
Charles  bchwab 


1,200  + 

Total 

Number 

of 

IVIutual  Funds 


600 -I- 

ft!  _ 


Transaction 

Fee 

Funds 


5,700  + 

Total 

Number 

of 

IVIutual  Funds 

1,100  + 

NO 

Transaction 

Fee 

Funds 

3,300  + 

Total 

Number 

of 

IVIutual  Funds 


600  + 

Ma 

No 

Transaction 

Fee 

Funds 

Comparisons  as  of  5/22/97 


I  believe  investors  should  have 
access  to  any  investment  they 
choose.  That's  why  we  have 
created  the  ultimate  selection 
of  mutual  funds. " 

Jack  tV/)/le,  President 


Please  call  for  information  about  our  Mutual  Fund  Network  and  NoFee 
Network  diS  well  as  our  comprehensive  scope  of  investor-oriented  services. 

JackVThite  &  Company 

www.jackwliiteco.com 

1  •  800  •  431  •  3500 

Recognized  as  the  #1  Discount  Brokerage  Firm  3  out  of  the  last  4  years  by 
SmartMoney,  The  Wall  Street  Journal  Magazine  of  Personal  Business 

9191  Towne  Centre  Drive,  Second  Floor*  San  Diego,  California  92122 


SIPC 

The  Nation  s  Oldest  Discount  Broker 
Continuous  Management  Since  1 973 


Dw«7i; 


The  price  of  admission  to  this  year's  Forbes  Four  Hundred 

is  $47S  million. 


Thomas  Stephen 
Monaghan 

$485  million 

Pizza.  Ann  Arbor,  Mich.  60 
Married,  4  daughters 
Domino's  still  climbing  out 
from  disastrous  early  1990s. 
Troubles  started  when 
founder  Monaghan  took  eye 
off  company,  collected  toys 
(antique  cars,  Frank  Lloyd 
Wright  prints);  tried  to  sell 
company.  An  orphan  raised 
by  nuns,  Monaghan  then  had 
religious  awakening,  took 
company  off  block,  "million- 
aire's vow  of  poverty":  sold 
Detroit  Tigers  baseball 
team — to  competitor  Michael 
Hitch    (see) — rest    of  play- 


things. Refocused  on  compa- 
ny. But  sales  are  still  flat,  net 
income  down.  Little  brother 
Jim  joined  lunatic-fringe 
group  Michigan  Militia  in 
1996.  Member  since  1984. 

Kenneth  Eugene 
Behring 

$485  million 

Real  estate. 

Blackhawk,  Calif.  69 

Married,  5  sons 

Seattle's  vote  to  build  new 

football  stadium  a  touchdown 

for  Behring,  whose  deal  to 

sell  Seahawks  to  Microsoft 

cofounder  Paul  Allen    (see) 

hinged  on  the  referendum. 

Allen  paid  around  $200  mil- 


lion for  team,  netting  Behijng 
about  S50  million.  Ken 
injured  knee  playing  football; 
attended  University  "of  Wis- 
consin, quit  school,  sold  used 
cars;  leased  $15-a-month 
gravel  lot.  That  got  him  into 
real  estate  development.  Built 
Tamarac,  pioneer  Florida 
retirement  community.  Sold 
in  1972  for  $20  million. 
Westward  to  California, 
developed  plush  Bay  Area 
Blackhawk,  Canyon  Lakes 
developments.  Says  he's 
pleased  with  portfolio,  "but 
we're  not  gaining  like  Bill 
Gates."  Big  car  collector; 
some  donated  to  University' 
of  California  at  Berkeley.  First 
appeared  on  list  1989. 


James  McGlothlin 

$475  million 
Coal,  real  estate. 
Bristol,  Tenn.  57 
Divorced,  remarried; 
1  daughter,  6  stepchildren 
Tennessee  coal  baron  has  com- 
pleted the  liquidation  of  his 
United  Coal  assets  with  the 
sale  of  its  remaining  property 
and   lucrative    mining   con- 
tracts to  A.T.  Massey  Corp.  in 
August.  The   5-year  selloff 
brought  in  an  estimated  $350 
million.  Proceeds  now  man- 
aged by  United  Financial  Ser- 
vices. Owns  Las  Vegas  cogen- 
eration  facility;  has  stake  in  Arch 
Coal;  interests  in  golf  courses. 
First  appeared  on  list  1990. 


Joe  Liemandt 

His  Trilogy  Deveiopment  tool*  off  after  estabiishing  a  technological  lead  over  giant  rivals  Hewlett-Packard  and  IBM. 


322 


Forbes  400  ■  October  13,  1997 


41 


I  Sound  hits  p  o[  0  speed  Of  7C0  mpli. 

Oht  hits  p  o[  0  speed  of  E71M000  mph. 

hibo  DVD  mahes  it  ociuolly  feel  lihe  it. 


Your  pulse  races.  Your  gut  quivers.  That  little  vein  in  your 
forehead  is  throbbing.  Senses — meet  Toshiba  DVD. 

PLEASE,  NO  TALKING  DURING  THE  SHOW 

At  Toshiba,  we  have  the  technology  that  fits  up  to  133 

minutes  of  heart-pounding  video  and  audio, 

normally  reserved  for  the  finest  cineplexes, 
,     for  use  at  home  on  a  disc  the  size  of  a  CD. 
Picture  quality  that's  three  times  better  than 
VHS  and  audio  recorded  in  full  Dolby  Digital 
Surround  Sound  on  six  discrete  channels. 
And,  our  models  can  even  play  your  favorite 

compact  discs.  S"  (same  as  CD) 

NO  WAITING,  NO  FADING,  NO  RENOVATING 

Because  the  discs  are  read  by  laser,  there  is  never  any  need  to 

rewind  a  DVD.  And,  there's  no  chance  of  your  favorite  DVD 

deteriorating  with  every  play  like  a  VHS  tape.  Finally,  you  won't 

have  to  build  an  addition  to  your  home  to  hold  your  DVDs.  The 

packages   are   as   streamlined   and   efficient   as   the 

discs  themselves, 

TALL,  SHORT,  OR  FRENCH— 
WE'RE  READY  FOR  ANYTHING 

Many  DVD  movies  will  come  with  some  of  the  most 
incredible  options  only  Hollywood  and  Toshiba  could  dream  of, 
including  the  ability  to  change  the  format  of  the  movie  to  fit 
any  television  you  play  it  through,  from  regular  size  to 
widescreen;  language  tracks  of  up  to  eight  different 
languages  ranging  from  English  to  French;  subtitles  in  up  to 
32  different  languages;  the  ability  to  view  the  same  scene  of 
a  movie  from  any  of  up  to  nine  remote-controlled  angles;  or 

multiple  endings  to  the  same  movie.  If  the  feature  is  on  the 

disc,  Toshiba  DVD  players  are  ready  for  it, 

YEAH,  SO? 

!        We  believe  your  senses  will  thank  you  for  this  complete  and 
"  total  assault.  As  soon  as  they're  out  of  traction. 


7 


ToslllllO  DVD 


In  Touch  with  Tomorro 

TOSHIBA 

bttp7/www.dv4.tothilM.coin 


The  new  rich 


Robert  B.  Rowling 

$2  billion 

Omni  Hotels,  oil  &  2as,  banking. 

Dallas.  45 

Married,  2  sons 

Son  of  oil  wildcatter  Reese  Mcintosh  Rowling.  Joined  dad's  Tana  Oil 
&  Gas  Corp.  1979  after  brief  stint  as  corporate  lawyer.  Took  control 
1989.  Bristles  at  thought  he  inherited  wealth:  "We  built  it  together." 
Sold  production  subsidiary,  mineral  reserves  to  Texaco  for  $468  mil- 
lion; kept  pipeline.  Diversified  into  banks,  hotels:  paid  $500  million 
for  10  Omnis,  management  contracts  for  26  others.  Avoids  limelight, 
but  recently  relocated  operations  from  rural  Corpus  Christi  to  Dallas, 
neighbors  with  Ross  Perot  Jr.  Evangelical  Christian  gives  to  drug 
rehab  programs,  metro  ministries,  Salvation  Army.  "Everything  I 
own,  really,  God  owns." 


Robert  Rowling  took  the  family  business 
and  moved  it  to  Dallas  from  Corpus  Christi. 
His  father  stayed  behind— and  fell  off  the 
Forbes  Four  Hundred. 


"I  always  wanted  to  be  the  one  taking  the  risks 
and  reaping  the  rewards." 
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Chase  Private  Banker. 


•iiTik^i 


.     # 


owards  the  office 


roscop 
)urney  around  your  investment  portfolio. 


M 


/eVe  pleased  about  this  detour  he's  taki 


•ecause  hes  thinking. 


at  you  need  to  diversify  your  inv^t 


rovided,  of  course,  youVe  a  Chase  Private  Banking  clien 


HE    CHASE    MANHATTAN    PRIVATE    BANK 


CHASE.  The  right  relationship  is  everything.  ' 


If  you  would  like  to  talk  to  a  Chase  Pri\ate  Banker  about  our  global  investment  capabilities  in  portfolio  niana^n^rit' 
trusts  and  estate  planning,  banking  and  credit  products,  foreign  exchange,  global  markets  and  risk  management  tods. 

call  any  one  of  our  30  offices,  including:       |^  ,4 

i 
New  York  Miami/Palm  Beach       San  Francisco  London  Geneva"  Hoiig  ixouk  csin^apore 

(212)789-5612         (305)579-9401         (415)693-8813     44-171-962-7777     41-22-787-9111      852-2841-4666      65-391-7377 


©  1997  The  Chase  Manhattan  Corporation. 
The  Chase  Manhattan  Pri\ate  Bank  is  a  worldwide  marketing  name  used  by  The  Chase  Manhattan  Bank,  Meniher  FT 


idiaries  and  aflihates. 


"We  don't  pay  taxes. 
Only  the  little  people 
pay  taxes." 


r 


The  Queen  of  Mean  doesn't  grant  interviews  anymore.  But  her 
recent  move  to  put  late  husband  Harry's  real  estate  empire  on 
the  block  is  sure  to  keep  the  convicted  tax  cheat  in  the  spotlight. 


Leona  Mindy  Rosenthal  Helmsley 

Estimated  $1.8  billion 

Inheritance,  real  estate. 

New  York  City;  Greenwich,  Conn.  77 

Divorced,  widowed; 

1  son,  deceased 

Husband  Harry,  dean  of  NYC  real  estate,  died  in  January.  Left 
it  all — except  for  $25,000  to  his  longtime  secretary — to  second 
wife,  Leona:  "My  fairy  tale  is  over,"  said  the  Queen  of  Mean  on 
Harry's  passing — then  started  fighting  with  his  partners  and 
quickly  put  the  Helmsley  empire  on  the  block.  Why  not?  NYC 
real  estate  market  hotter  than  ever.  But  a  tangle  of  lawsuits 
between  Leona  and  the  partners  could  complicate  sale.  Brook- 
lyn, N.Y.-born,  onetime  Chesterfield  Girl  described  as  having 
"a  stevedore's  mouth  and  the  compassion  of  a  cluster  bomb." 
Became  one  of  city's  hottest  co-op  brokers.  Married  Harry 
1972.  Ran  hotels  with  iron  fist.  Infamous  for  line:  "Only  the 
little  people  pay  taxes."  Did  18  months  of  hard  time  for  tax 
evasion,  plus  $8  million  fines,  restitution.  Performed  only 
1  of  required  750  hours  of  community  service  for  tax 
crimes — "little  people"  did  the  rest. 


Red  EmnMrson's  biggest  break  came 
when  thelDrthern  spotted  owl  was 
placed  on  flb<  endangered  species  list. 


Archie  Aldis  (Red) 
Emmerson 

$1.1  billion 

Sawmills,  timberland.  Redding,  Calif.  68 

Widowed,  3  Children 

Ken  Kesey  could  write  the  book.  Emmerson's 
father  built  sawmills  in  family  backyard;  failed, 
left  family.  Reckless  Red  sent  away  to  boarding 
school,  drove  truck,  worked  school  farm  for 
35  cents  an  hour  to  earn  board;  expelled  for 
hanging  condom  on  classroom  chalkboard. 
Later  moved  to  California  to  be  with  dad; 
learned  logging  industry  working  greenchain 
at  local  sawmill.  Saved  money,  formed  lumber 
partnership,  R.H.  Emmerson  &  Son,  1949. 
Korean  War  service  in  Japan.  Took  company 
public  as  Sierra  Pacific  Industries  1969.  Com- 
pany lost  focus.  Emmerson  took  private  again 
1974;  after  1980s  recession  borrowed  $460 
million  to  buy  522,000  acres  timberland. 
Land  soon  doubled  in  value.  Today  third- 
largest  lumber  producer  in  U.S.,  with  over  1.3 
million  acres  timberland.  Passed  Ted  Turner 
(see)  to  become  country's  largest  private 
landowner.  Emmerson  preparing  to  pass  man- 
agement mantle  to  sons  George  and  Mark. 
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What  kind  of  staying  power  do  businesses 
loolt  for  in  an  energy  company? 

At  Southern  Company,  our  strong  financial  foundation  has  helped  us  become  one  of  the  20 

most  widely  held  stocks  in  corporate  America  and  earned  us  a  corporate  debt  rating  of  "A"  from 

Standard  &  Poor's.  So,  the  business  community  can  be  sure  we'll  stand  the  test  of  time. 

SOUTHERN  JK^ 
COMPANY 

, r.„.p,„,  hnergy  to  berve  Your  world 


http://www.southernco.com 


Buy  a  mill,  sell  a  mall — that's  the  philosophy 
of  onetime  trumpet  player  and  two-time 
lioness  tamer  Raymond  Park. 


Raymond  P.  Park 

$1  billion  ' 

Manufacturing,  real  estate.  Cleveland,  Ohio.  71 

Twice  divorced,  remarried;  4  children 

Raised  Oregon,  Mom  took  in  wash  to  make  ends 
meet  while  Dad  taught  college.  Technical  school 
dropout,  played  trumpet  in  Pordand  swing  bands. 
Still  can  blow  horn.  With  no  credit,  bought  stacks 
of  cheap-grade  lumber;  chopped  off  bad,  sold  rest 
as  high-grade.  Bought  shut-down  Georgia-Pacific 
sawmill  1958.  Fixed  up,  leased  for  profit.  Turned 
another  G-?  mill  into  shopping  mall.  Found  calling. 
Park  Corp.  actively  sought  out  Rust  Belt  detritus: 
stamping  plants,  steel  mills,  bomber-parts  plants. 
Moved  from  real  estate  to  manufacturing  1980s. 
"We  enjoy  creating  something  out  of  failed  busi- 
nesses." Started  West  Homestead  Engineering  & 
Machine  Co.  in  abandoned  Pittsburgh  steel  plant 
1984.  Picked  up  7  more  unwanted  divisions  in  Mid- 
west to  add  capacity'.  Revenues  $178  million.  Put  up 
estimated  $100  million  in  equit>'  to  buy  5  decrepit 
gear  and  axle  plants  from  General  Motors  1994. 
Fixed  up,  now  set  to  sell  them  to  Blackstone  Group 
for  more  than  $800  million.  Animal  lover:  raised  2 
African  lionesses,  each  named  Tanya. 


"In  1962  I  had  no  idea 

I'd  be  doing  what 

I  am  doing  today." 


Wendell  H.  Murphy 

$1  billion 

Hogs.  Rose  Hill,  N.C.  59 

Divorced,  remarried;  4  children 

His  Murphy  Family  Farms  pays  network  of  contractors 
to  raise  pigs;  Murphy  then  sells  millions  of  slaughter- 
ready  hogs  a  year  to  slaughter/packing  houses.  Largest 
hog  producer  in  country.  With  pork  prices  high,  coining 
money.  Has  made  native  North  Carolina  second-largest 
hog-producing  state;  now  battling  with  environmental- 
ists, protectionist  legislators  to  spread  operations 
through  Midwest.  Son  of  tobacco  farmer,  bought  feed 
mill  1962  for  $13,000.  Sold  feed  to  neighbors  for  five- 
stock;  started  buying  hogs  himself  Cholera  epidemic 
1968  wiped  out  3,000-hog  operation.  Rebuilding,  he 
asked  neighbors  to  grow  his  hogs  for  $1  a  head.  Murphy 
supplied  fences,  posts,  feed,  hogs;  neighbors  provided 
labor.  State  legislator  10  years.  Big  giver  to  alma  mater 
N.C.  State,  N.C.  pofiticians.  Owns  two-thirds  of  family 
farm  located  in  Rose  HiU,  N.C,  self-proclaimed  home  of 
world's  largest  fi'ying  pan. 


I 
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Soo-eee!  Hog  farms  stink.  That's  why  environmentalists 
fear  them.  But  give  Wendell  Murphy  a  break.  His  contract- 
growing  method  spurred  tobacco  farmers  to  diversify. 
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There  is  simply  no  telling  what  you'll  end  up  with  when  various  people  provide  different 
parts  of  a  project  And  when  it  comes  to  corporate  facilities,  that  can  be  especially  fright- 
ening. Now  THERE'S  A  MUCH  BETTER  WAY.  HASKELL'S  TOTAL  FACIUTY  SOLUTIONS  GIVES  YOU  ONE  SOURCE  FOR 
facility  DEVELOPMENT  MANAGEMENT  -  FROM  INITIAL  ANALYSIS  TO  DESIGN  AND  CONSTRUCTION  THROUGH 
DELIVERY.  HASKELL  CAN  EVEN  PROVIDE  HNANCING  UP  FRONT  AND  FACILITY  MANAGEMENT  AT  THE  END.  ONE 

COMPANY.  One  team.  One  contract.  Just  what  you  want  Call  Pete  boney  at  1-888-742-7535  or 

VISIT  US  AT  www.thehaskellco.com. 


The  Haskell  Company 

America's  Design-Build  Leader™ 


Glen  Taylor 

$1  billion 

Printing.  Mankato,  Minn.  56 

Divorced,  5  children 

Second  of  7  children  of  hardscrabble  Southern  Minnesota  farm  family:  "We  were  pretty 
skinny."  Young  Mr.  Fix-it:  if  tractor  broke  down,  would  repair  by  cobbling  togetlier  dis- 
carded machinery  parts.  Worked  for  local  wedding-inxitation  printer  to  finance  college 
education  age  18.  Impressed  boss  by  building  embossing  machine  with  used  parts  from 
other  machinery.  In  1975  convinced  retiring  owner  to  sell  company  for  $2  million,  to  be 
paid  over  10  years;  paid  off  note  early.  Added  profitable  specialty'  printers  (wedding  in\i- 
tations,  business  cards,  personalized  stationery,  newsletters).  Taylor  Corp.  now  in  18 
states,  operations  in  Netherlands,  England,  Sweden,  Australia;  prints  80%  of  customized 
3M  Post-it  notes;  sales  near  $900  million.  Low  profile:  acquired  companies  retain  local 
names.  Unpretentious,  earnest;  owns  modest  home,  drives  Buick  Riviera;  now  in  local 
media  limelight  as  owner  of  Minnesota  (^  RA)  Timberwolves. 


Glen  Taylor  not  only  plays 
with  kids,  he  pays  them 
to  play  for  him. 
The  billionaire  printer's 
Minnesota  Timberwolves 
drafted  NBA  star  Kevin 
Garnett  out  of  high  school. 
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IF  THERE  WERE  ELEPHANTS  IN  SWEDEN, 
WE'D  HAVE  A  SAFETY  TEST  FOR  THAT,  TOO. 


The  offset  collision 
test  The  roll-over  test 
The  side  impact  test. 
The  moose  test  The 


safety  engineers  refuse 
to  ignore  The  moose 
test  has  made  Saabs 
stronger  and  safer  for 


moose  test'  Who  would  the  real  world,  from 


collide  dozens  of  cars 
with  an  860-lb   dummy 
moose'  Saab   In  parts 
of  Sweden  there  are 
more  moose  on  the 
roads  than  cars  And  any 
danger  that  big.  Saab 


rural  Sweden  to  urban 
America.  None  of  us 
live  in  a  government 
crash  test  lab   Be 
careful  out  there. 


u. 
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Summerfield  K.  Johnston  Jr. 

$960  million 
Coca-Cola  Enterprises. 
Chattanooga;  Atlanta.  65 
Married,  5  children 

Grandfather  James  F.  awarded  first  Coca-Cola  bottling 
fi-anchise  1890s  in  Chattanooga.  Johnston  Bottling  passed 
down  3  generations  to  Summerfield  1950s;  "Skey"  made 
chairman  1979;  through  acquisition  grew  to  be  largest 
independent  Coke  bottler  in  world.  Merged  with  Coca- 
Cola  Enterprises  1991;  now  largest  individual  shareholder. 
Johnston  turned  struggling  company  around,  now  world's 
largest  bottler  of  nonalcoholic  beverages.  Still  growing: 
took  over  Coca-Cola  BottUng  Co.  of  New  York  in  August. 
Son  Summerfield  III  (Skeeter)  is  president  of  CCE  eastern 
division.  Charitable,  shuns  publicity. 


Julian  H. 
Robertson  Jr. 

$1  billion 

Hedge  fund.  New  York  City.  64 

Married,  3  children 

Owner  of  $10  billion  (assets)  Tiger 
Management  Co.,  17-year-old 
operator  of  very  successfiil  hedge 
fiinds.  Has  raised  eyebrows  with 
$1  billion  libel  suit  against 
McGraw-Hill  for  Business  Week 
story  predicting  "Fall  of  the 
Wizard."  Suit  may  complicate 
recent  plan  to  sell  part  of  Tiger. 
North  Carolina  native  got  start 
at  Budder,  Peabody  age  25.  At  42, 
headed  Kidder's  money  manage- 
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Eyes  of  the  tiger:  Continuing  with 
his  jungle-cat  theme,  Julian 
Robertson  named  his  new  fund 
"Ocelot."  But  the  rumble  in  the 
jungle  is  that  he's  looking  for  a 
partner  to  strengthen  the  company. 


ment  subsidiary;  felt  "too  con- 
strained," moved  family  to  Auck- 
land, New  Zealand.  Planned  to 
.write  book;  abandoned  it.  Back  to 
U.S.  13  months  later.  Raised  $8.8 
million  to  start  Tiger,  named  aft:er 
Robertson's  moniker  for  people  he 
likes.  Investment  method:  hears  a 
story,  analyzes,  makes  up  mind, 
buys  aggressively.  Friend:  "He  goes 
after  ideas  the  way  a  largemouth 
bass  strikes  a  lure." 
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cooking  in  your 

portfolio? 


I 


Every  investor  knows  that  a  balanced 
diet  is  best  for  long-term  financial  health. 

That's  why  your  advisor  at  Bank  Julius 
Baer  blends  the  resources  of  the  Julius 
Baer  group  into  a  recipe  for  long-term 
after-tax  performance. 

International  wealth  management  is 
our  strength.  Personalized  service  is  our 
commitment.  For  Julius  Baer  group 
expertise,  please  contact: 

New  York:  Balz  Eggimann  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (561)  659  44  40 
Los  Angeles:  Pius  Kampfen  (3 10)  286  02  01 
Montreal:  Karel  Nemec  (514)  847  19  00 
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BANK  JULIUS  BAER 

The   Fine  Art   of   Private  Banking 

http://www.juliusbaer.com 


Antique  American  Frames: 
Identification  and  Price  Guide 

by  Eli  Wilner  with  Mervyn  Kaufman 


:^ 


AMERICAN 
FRAMES 


IDENTIFICATION 
A  N  I)  P  R  1  C  E    GUIDE 


I* 


This  book  contains  historic  informa- 
tion on  period  frames,  clear  and 
extensive  descriptions  of  specific 
frames,  advice  on  how  to  spot  a  valu- 
able frame,  tips  on  how  to  document 
old  frames,  trade  secrets  on  cleaning 
and  restoration,  as  well  as  a  guide  to 
prices.  Whether  you're  looking  to 
expand  your  appreciation  of  fine 
American  frames  or  are  searching 
for  discarded  treasures  in  attics  and 
flea  markets,  this  book  contains  a 
wealth  of  useful  information. 

Softcover,  228  pages 
over  100  photographs  with  an  8-page 
color  insert  published  by  Avon  Books 


Please  send  a  check  for  $18  to: 

Eli  Wilner  &  Company,  Period  Frames  and  Mirrors 

1525  York  Avenue,  New  York,  NY  10028 

212.744.6521    Fax  212.628.0264   E-mail:  EU.Wilner@worldnet.att.net 


Summerfield  K.  Johnston  Jr. 

$960  million 
Coca-Cola  Enterprises. 
Chattanooga;  Atlanta.  65 
Married,  5  children 

Grandfather  James  F.  awarded  first  Coca-Cola  bottling 
fi-anchise  1890s  in  Chattanooga.  Johnston  Bottling  passed 
down  3  generations  to  Summerfield  1950s;  "Skey"  made 
chairman  1979;  through  acquisition  grew  to  be  largest 
independent  Coke  bottler  in  world.  Merged  with  Coca- 
Cola  Enterprises  1991;  now  largest  individual  shareholder. 
Johnston  turned  struggling  company  around,  now  world's 
largest  botder  of  nonalcohoUc  beverages.  Still  growing: 
took  over  Coca-Cola  Bottling  Co.  of  New  York  in  August. 
Son  Summerfield  111  (Skeeter)  is  president  of  CCE  eastern 
division.  Charitable,  shuns  publicity. 


Julian  H. 
Robertson  Jr. 

$1  billion 

Hedge  fund.  New  York  City.  64 

Married,  3  children 

Owner  of  $10  billion  (assets)  Tiger 
Management  Co.,  17-year-old 
operator  of  very  successfiil  hedge 
funds.  Has  raised  eyebrows  with 
$1  billion  libel  suit  against 
McGraw-Hill  for  Business  Week 
story  predicting  "Fall  of  the 
Wizard."  Suit  may  complicate 
recent  plan  to  sell  part  of  Tiger. 
North  Carolina  native  got  start 
at  Kidder,  Peabody  age  25.  At  42, 
headed  Kidder's  money  manage- 
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ment  subsidiary;  felt  "too  con- 
strained," moved  family  to  Auck- 
land, New  Zealand.  Planned  to 
write  book;  abandoned  it.  Back  to 
U.S.  13  months  later.  Raised  $8.8 
million  to  start  Tiger,  named  after 
Robertson's  moniker  for  people  he 
likes.  Investment  method:  hears  a 
story,  analyzes,  makes  up  mind, 
buys  aggressively.  Friend:  "He  goes 
after  ideas  the  way  a  largemouth 
bass  strikes  a  lure." 
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Every  investor  knows  that  a  balanced 
diet  is  best  for  long-term  financial  health. 

That's  why  your  advisor  at  Bank  Julius 
Baer  blends  the  resources  of  the  Julius 
Baer  group  into  a  recipe  for  long-term 
after-tax  performance. 

International  wealth  management  is 
our  strength.  Personalized  service  is  our 
commitment.  For  Julius  Baer  group 
expertise,  please  contact: 

New  York:  Balz  Eggimann  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (561)  65944  40 
Los  Angeles:  Pius  Kampfen  (3 10)  286  02  01 
Montreal:  Karel  Nemec  (514)  847  19  00 
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Antique  American  Frames: 
Identification  and  Price  Guide 

by  Eli  Wilner  with  Mervyn  Kaufman 

This  book  contains  historic  informa- 
tion on  period  frames,  clear  and 
extensive  descriptions  of  specific 
frames,  advice  on  how  to  spot  a  valu- 
able frame,  tips  on  how  to  document 
old  frames,  trade  secrets  on  cleaning 
and  restoration,  as  well  as  a  guide  to 
prices.  Whether  you're  looking  to 
expand  your  appreciation  of  fine 
American  frames  or  are  searching 
for  discarded  treasures  in  attics  and 
flea  markets,  this  book  contains  a 
wealth  of  useful  information. 
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Softcover,  228  pages 
over  100  photographs  with  an  8-page 
color  insert  published  by  Avon  Books 


Please  send  a  check  for  $18  to: 

Eli  Wilner  &  Company,  Period  Frames  and  Mirrors 

1525  York  Avenue,  New  York,  NY  10028 

212.744.6521    Fax  212.628.0264   E-mail:  Eli.Wilner@worldnet.att.net 


"The  fastest- growing  age  group  in  the 

U.S.  is  going  to  be  the  85  and  older 

group.  That's  our  target  market." 


Now  that  he's  sworn  off  political  life,  Stewart  Bainum  Jr.  is  focus- 
ing on  the  assisted-living  boom  through  Manor  Care,  the  business 
founded  by  his  comparably  rich  dad,  Stewart  Sr. 


Stewart  Bainum  Jr. 

$880  million 
Manor  Care,  Inc. 
ChevyChase,  Md.  51 
Divorced,  remairied;  2  children 

Son  of  Manor  Care  founder  Stewart  Bainum  (see).  Overachiev- 
er  from  the  start:  president  of  high  school  senior  class,  college 
student  association.  After  UCLA  business  school,  taught  at 
Tennessee's  Southern  College.  "I've  often  thought  I  should 
track  down  all  those  students  and  refund  their  tuition."  Son  of 
Seventh  Day  Adventists,  then  began  search  for  meaning  of  life 
at  theology  school.  Back  to  real  world  to  work  for  Pop. 
Bought  Choice  Hotels  for  $38  million  in  1980.  Paid  100% 
premium  for  stock,  doubled  franchisee  fees.  Company  now 
worth  $1  billion;  second-largest  hotel  franchise  company. 
Became  chief  executive  officer  nursing  Iiomc  company.  Manor 
Care,  1987.  Spun  off  Choice  last  year;  mother  spinoff  in  the 
works.  Served  in  Maryland  state  legislature,  but  failed  to  win 
seat  in  Congress  1986.  Says  political  career  is  over. 


Stephen  Wynn 

$780  million 

Gambling.  Las  Vegas.  55 
Married,  2  daughters 

Mirage  chief  executive  fighting  with  Donald 
Trump,  Hilton  to  open  in  Adantic  City. 
No  problems  in  Vegas  with  themed  casinos: 
Mirage  (watch  Siegfiied  &  Roy  perform  magic 
with  tigers!);  Treasure  Island  (watch  a  real 
pirate  battie!);  in-progress,  $1.4  bUlion  Bellagio 
(pretend  you're  in  Europe!).  Trying  to  upgrade 
clientele.  Son  of  bingo-parlor  manager,  moved 
to  Vegas,  became  liquor  supplier  to  casinos. 
Sold  liquor  business,  bought  6%  Golden 
Nugget  casino.  Increased  stake,  persuaded 
board  of  directors  to  let  him  run  company, 
said  he'd  frx  problem  of  employees  on  the  take. 
Now  owns  4  casinos,  building  2  more 
in  Las  Vegas;  BUoxi,  Miss.  Daughter  Kevin 
kidnapped  1993,  released  after  $1.5  miUion 
ransom  paid. 


Holyfield  versus  Hopper:  Steve  Wynn's  spending 
$60  million  on  art  for  his  new  resort,  betting 
that  good  paintings  will  pull  in  as  many  visitors 
as  bad  prize  fights. 
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A    moment    or    personal    delignt 


U^ 


0^ 


MANDARIN  ORIENTAL 
HONG  KONG 


Mandarin  Oriental:  5  Connaugkt  Road  Central,  Hong  Kong  Telepkone:  (852)  2522  0111  Facsimile:  (852)  2810  b\90°'mitfJfadii^otelsaftht!=WbrU 

Bangkok  •  Hawaii  •  Hong  Kong  •  Jakarta  •  London  •  Macau  •  Manila  •  San  Francisco  •  Singapore  •  Suranaya  •  Kuala  Lumpur  (1997) 

Reservations:  LISA/Canaaa/Mexico  (800)  526  6566,  or  call  your  travel  professional. 

Internet:  nttp://ma ndarin-oriental.com 


Alan  N.  Trefler 

$650  million 
Pegasystems  Inc. 
Chestnut  Hill,  Mass.  41 
Married,  no  children 

Son  of  Eastern  European 
emigre  father,  became 
professional  chess  player 
while  at  Dartmouth;  2 
games  published  in  New 
York  Times.  Won  World 
Open  1975,  received 
$2,250.  Put  away  pawns. 
Immersed  himself  in  com- 
puters late  1970s.  Consul- 
tant to  Citibank;  crafted 
customer-service  software 
for  bank's  international 
operations.  Saw  way  to 
apply  artificial  intelligence 
to  customer- service  prob- 
lems. Started  Pegasystems 
1983  with  $500,000  in 
inheritance.  Softrware 
enables  operators  to  find 
quick,  custom-fit  answers 
to  customer  questions. 
Now  used  by  Citibank, 
Fidelity,  Federal  Reserve, 
many  others.  Took  public 
1996.  Made  fortune  in 
computers,  but  cheers 
for  humans  when  they 
square  off  against 
machines  over  chessboard. 


Calling  to  complain  about  your  credit  card  bill?  Your  mutual  fund?  There's  a  good  chance 
the  operator's  using  Alan  Trefler's  software  to  find  a  way  to  keep  you  a  happy  customer. 


The  chairman  is  happy.  Sandy  Weill's 
Travelers  Group  has  taken  its  own  trip, 
up  over  150%  since  last  summer. 


Sanford  I.  Weill 

$725  million 

Travelers  Group.  New  York  City;  Greenwich,  Conn.  64. 

Married,  2  children 

Sandy's  office  door  has  neon  sign  that  lights  up  "The  chairman  is 
happy"  or  "The  chairman  is  not  happy."  Must  be  happy:  Travelers 
stock  up  more  than  150%  since  July  1996,  recendy  added  to  Dow 
Jones  industrial  average.  Options  make  him  one  of  highest-paid  CEOs 
in  America.  After  graduating  Cornell,  took  job  as  $150/month  clerk  at 
Bear,  Stearns.  Founded  brokerage  firm  with  3  partners  1960:  later 
became  Shearson  Lehman  Brothers.  Sold  to  American  Express  1981. 
AmEx  president  until  1985,  left  after  spat  with  James  D.  Robinson  III. 
Took  over  Commercial  Credit  1986,  Primcrica,  owner  of  Smith 
Barney,  for  $1.5  billion  1988.  Repurchased  Shearson  for  $1  billion, 
bought  Travelers  1993  for  $4.1  billion.  Son,  Marc,  Travelers'  chief 
in\cstment  officer;  daughter,  Jessica  Bibliowicz,  left  Smith  Barney  this 
year  in  high-profile  exit.  Sandy  chairman  of  Carnegie  Hall  trustees, 
has  recital  hall  named  in  his  honor.  1991  Forbes,  cover  of  Weill  after 
Primcrica  acquisition  asked:  "Did  he  get  taken?"  Answer:  no.  ^ 
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|401(k)  plans  aren't  all  tkat  intimidating 
once  you  know  what  you're  doing. 

r 


Know-kow  is  all  important  wKen  planning?  for  retirement.  So  we  provide  education  and 
mpport  to  kelp  insure  tke  success  of  your  401  (U)  plan.  Our  kands-on  approack  Simplifies 
li-ollment.  I'ser-friendly,  plain-lan^ua^e  materials  kelp  ke^inners  set  okjectives  and  select 
l^iestTOents  witk  confidence.  And  our  kroad  ckoice.  of  fund  managers  will  suit  nearly  ever 
nvegtln^  style.  We  work  witk  local  expert  administrators  to  support  yoii,  and  our  record  keepin 
kassle-free.  In  an  independent  national  survey  of  401  (k)  providers,  Manulife  Financial  rate 
tong  tke  top  fivfe  in  kotk  quality  arid  v^lue.  To  learn  more,  call  1- 888-M  ANULIFE.  Or  visif^ 

^to^nulife.com.  Wketker  you're  looking  for  a  401(k)  plan,  life  insurance,   or  annuities 

I       ■     '  •  ■         ■  ' 
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CH  Manulife  Financial 


ia««.ca  «J;tU  tlocfc  J»«g»,  ar«  ri^rte«<i  ,cr„k,e  mirk,  of  Tkc  MamJactar.r.  Life.lr,,ur»„ce  Comply  and  „e  u.eJV  it  anj  5n  .uhsiiian,,, 
B«  Cijnpiny  (ySA).  Pis^wt.  iKSt  availatle  in  New  torki  091 996CTC01 N  ©  1 Q97 


hidini  T'lC  Mar.ufticiure 


"]VR' grandtather 
worked  until 
he  was  ,102.  I 
probably  will  too. 


^^^K^:- 


Jay  Green's  great-grandfather,  a  Confederate  Army  captain,  sought  bluer  waters  in 
Seattle  after  the  Yankees  destroyed  his  cotton  mill  in  the  Civil  War. 


Joshua  (Jay)  Green  III 

$650  million 

Banking,  inheritance.  Seattle.  61 

Divorced,  remarried;  3  children 

Scion  of  fifth-generation  banking  fortune  originally  made  fi-om  cotton  mill,  bank  in 
Jackson,  Miss.  Great-grandfather  William  Green  (Confederate  Army  captain)  left 
for  Seatde  after  Yankees  razed  holdings.  Son  Joshua  builder  modern  Seattle  econo- 
my. Made  fortune  with  Puget  Sound  shipping  business  1890s.  Sold  fleet  through 
1920s,  retired.  Got  bored,  went  back  into  business  with  purchase  of  small  Peoples 
Savings  Bank  in  1926.  Took  public  1929,  survived  crash  on  strong  liquidit\'.  Ener- 
getic salesman,  mementos  to  favored  customers  inscribed  "When  this  you  see 
remember  me  -J.G."  Groomed  son,  grandson  for  succession,  but  didn't  quit  until 
1971  at  age  102;  continued  hunting  pheasants.  Harvard-educated  Jay  took  com- 
mand 1977,  age  37.  Sold  Peoples  to  unit  of  U.S.  Bancorp;  latter  bought  by  First 
Bank  System  of  Minneapolis,  name  kept.  Family  now  owns  6.3  million  shares  USB 
worth  over  $590  million.  Also  stakes  in  Safeco,  shopping  malls.  He  controls  79%  of 
family  trust  with  some  40  beneficiaries.  Majc-  Seattle  philanthropist,  happy  to  see 
Microsoft  millionaires  ease  charitable  load:  "'1    c  problem  used  to  be  raising  the 
money.  Now  it's  keeping  everyone  included." 


Denlse  DeBartolo 
York 

$745  million 
Shopping  centers. 
Youngstown,  Ohio.  47 
Married;  2  sons,  twin  daughters 

Daughter  of  Edward  DeBar- 
tolo, suburban  shopping  mall 
magnate.  Became  chair  of 
family's  real  estate  company 
after  dad's  death  1994,  same 
year  most  of  family's  shop- 
ping centers  transferred  to 
REIT;  Denise  continued  to 
oversee  private  arm.  REIT 
merged  with  Simon  Property 
Group  1996.  Simon  DeBar- 
tolo Group  now  owns  1,111 
shopping  centers,  66  commu- 
nity centers,  6  specialty  retail 
centers.  She  and  brother 
Edward  (see)  also  own  Thor- 
oughbred racetracks,  foot- 
ball's San  Francisco  49ers; 
recently  won  approval  from 
city's  taxpayers  to  pony  up 
$100  million  for  a  new  $500 
million  shopping  mall/stadi- 
um project.  Active  in  Nation- 
al Center  for  Missing  and 
Exploited  Children. 


San  Francisco's  vote  for  a 
new  stadium  a  touchdown  for 
49ers  co-owner  Denise  York. 
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HE  ADVERTISERS  APPEARING  IN  THIS  EDITION  Advertisers  are  listed  by  number.  Simply  circle  the  number(s)  on  the  attached  post-paid  card  of  the 
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BUSINESS   TO    BUSINESS 


1.  Airbus  Industries  of  North  America.  Inc. 

2.  American  Institute  of  Architects 

3.  American  Institute  of  CPA's 
www.aicpa.org* 

4.  Arthur  Andersen  www.arthurandersen.com 

5.  Cemex 

6.  DEP  (Department  of  Export  Promotion) 

7.  The  Haskell  Company 

8.  Hewitt  Associates 

9.  Hyundai  Group 

10.  Pfizer.  Inc. 

11.  The  Southern  Company 
www.southernco.com* 

12.  TAIWAN  innovaiue.cetra.org.tw 

13.  TCG  -  Teleport  Communications  Group 
800-889-4TCG  wvm.tcg.com 

14.  Zenger  Miller  www.zengermillerlibrary.com 


ANNUAL   REPORTS 


15.  Archer  Daniels  Midland 

16.  International  Paper 

17.  Phillips  Petroleum  Company 


FINANCIAL    SERVICES 


18.  AIM  Management  Group 

19.  American  Century  Investments 
800-345-2021  www.americancentury.com* 

20.  Charles  Schwab  &  Co.,  Inc.  800-833-8633 

21.  The  CIT  Group 

22.  Dana  Commercial  Credit 

23.  Fannie  Mae  800-368-7092 
www.fanniemae.com 

24.  GT  Global,  Inc.  800-2-GLOBAL 

25.  Jack  White  &  Company 

26.  Mannesmann  AG 

27.  Manulife  Financial 

28.  The  Principal  Financial  Group 
www.principal.com 

29.  Prudential  Securities 
888-615-2300  ext.  3820 


FOR  FREE  INFORMATION  ON 
ADVERTISERS  LISTED: 


BY  MAIL: 
Fill  out  the  attached  post-paid  card 

BY  PHONE: 

Call  1-800-463-6903 

BY  FAX: 

Fax  attached  card  or  form  to 
312-922-3165 


30.  Republic  National  Bank 

31.  Robertson  Stephens  &  Co. 
800-766-3863  ext.  844 

32.  T  Rowe  Price 

Media  and  Telecommunications  Fund 
800-401-4612  www.troweprice.com 

33.  T  Rowe  Price  International  Stock  Fund 
800-401-4627  www.troweprice.com 

34.  Templeton  World  Fund 
800  342-FUND  ext.  T274 

35.  Veritas/Ameritas  Life  &  No-Load  Annuity 
800-555-4599 

36.  Wealth  Creation  Centers 


COMPUTER/TECHNOLOGY 


37.  ALLTEL  Corporation 
888-2ALLTEL  www.alltel.com 

38.  EXABYTE  CORPORATION  www.exabyte.com 

39.  Hitachi  PC 

40.  NEC 

41.  QUALCOMM 

42.  Ricoh  Corporation 

43.  SAP  America,  Inc. 

44.  Xerox 


CONSUMER    PRODUCTS/SERVICES 


45.  Allen-Edmonds  Shoe  Corporation 

46.  Anheuser  Busch  www.budweiser.com 

47.  Aurora.  By  Oldsmobile.  800-718-7778 

48.  Baume  &  Mercier 

49.  Bloomingdale's  www.bloomingdales.com 

50.  Boy  Scouts  of  America 

51.  Breguet 

52.  Caribbean  Traders  800-322-2319 

53.  Chevrolet 

54.  Countrywide  Home  Loans  800-Easy-877 

55.  Crystal  Cruises  800-820-6663 

56.  Davidoff  of  Geneva 

57.  Florsheim  Group  Inc. 
www.florsheim.com  800-446-3500 

58.  Fountain  Pen  Hospital  800-253-PENS 


59.  Gucci  Timepieces 

60.  M.S.  Trask&  Co.  888-21 -TRASK 

61.  Japan  Airlines  800-JAL-FGNE 

62.  Johnston  &  Murphy 
www.johnstonmurphy.com 

63.  Land  Rover  North  America,  Inc. 

64.  Lands'  End 

65.  Leica  Camera  Inc.  1-800-222-0118 

66.  LEXUS 

67.  Mandarin  Oriental,  Hong  Kong 
www.mandarin-oriental.com  800-526-6566 

68.  Mandarin  Oriental  Hyde  Park,  London 
www.mandarin-oriental.com  800-526-6566 

69.  New  York  Palace  Hotel 

70.  Olympus  America  Inc. 

71.  The  Peninsula  Beverly  Hills 
vmw.peninsula.com 

72.  The  Regent  Hong  Kong  www.rih.com 

73.  Renaissance  Pen  Company 
mppen19@maiLidt.net 

74.  Saab  Cars  USA 

75.  The  Men's  Store  at  Saks  Fifth  Avenue 
www.dreamshop.com/saksfifthavenue 

76.  Shutters  on  the  Beach 

77.  TANINO  CRISCI 

78.  Trump  International  Hotel  &  Tower 

79.  Ulysse  Nardin 

80.  United  States  Postal  Service  Priority  Mail 

81.  Virgin  Atlantic  Airways  800-862-8621 


THE    BUSINESS    TRAVELER 


82.  Air  Travel  Card 

83.  Hertz  Corporation 

84.  Hilton  Hotels  Corporation 

85.  Trans  World  Airlines 

86.  The  Waldorf  Towers 

*  Calls /Website  Visits  Only 
October  13, 1997 


NAME 

Trru 

COMPANY 

ADDRESS 

CITY/STATE/ZIP 

TELEPHONE 

'TllJU^'JtlilU 


Monroe  J.  Carell  Jr. 

$600  million 

Central  Parking  Corp.  Nashville.  66 

Married,  3  daughters 

Engineer  turned  parking  lot  mogul.  Son  of  railroad  worker,  earned  Vanderbilt  engi- 
neering degree  1959.  Worked  for  rural  Tennessee  utility  in  early  1960s  when  asked  by 
father  to  help  out  on  retirement  project:  running  parking  lots.  Took  over:  "I  knew 
how  to  park  cars,  but  1  didn't  know  things  like  depreciation  or  amortization."  Created 
upscale,  trustworthy  image  by  hiring  well-dressed  college  grads  to  manage  his  lots. 
Former  partner:  "We  looked  like  the  Wall  Street  yuppies  of  the  parking  business." 
Expanded  quickly  with  1970s  building  boom,  but  market  bust  in  late  1980s  created 
new  strategy:  "takeaways."  Forces  managers  to  find  ways  to  steal  business  fi-om  com- 
petitors. Managers  with  husde  snag  big  bonuses.  Can  earn  $150,000  a  year.  No  husde, 
fired.  "We  don't  motivate  by  fear,  we  motivate  by  opportunity."  Controls  71%  of  com- 
pany yet  still  parks  cars,  directs  traffic  if  he  sees  line  outside  Central  garages. 


Want  to  run  one  of  Monroe  Carell's  parking  lots?  Better  have  a 
suit,  a  tie  and  a  college  degree. 


An  oil  baroness,  old  as  the 
century,  Irene  Pennington 
sure  shook  things  up. 


Irene  Wells 
Pennington 

$600  million 

Oil.  Baton  Rouge.  97 

Widowed,  3  grandchildren 

Wife  of  optometrist- 
turned-oil  baron  Doc  Pen- 
nington. Took  control  of 
family  fortune  9  months 
before  his  death  in  August 
(also  age  97).  Mind  still 
sharp:  she  promptly 
cleaned  house,  fired  many 
of  Doc's  oldest  advisers. 
Doc  thought  to  have  kept 
much  of  his  $600  million 
estate  in  checking  accounts 
at  local  banks.  Irene  now 
presides  over  Pennington 
Oil,  collects  huge  royalties 
from  Port  Hudson  field. 
Gets  help  from  3  grand- 
children (only  son,  Claude 
Jr.,  was  killed  in  an  oil  rig 
accident  1958).  Investing 
more  prudentiy:  stocks, 
bonds,  tax  planning  ven- 
tures. Just  before  Doc 
died,  couple  celebrated 
75th  wedding  anniversary, 
survived  June  car  crash  that 
injured  two  nurses,  totaled 
Cadillac;  nonagenarians 
emerged  unscathed.  Irene 
oldest  new  member  ever  of 
The  Forbes  Four  Hundred. 
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Richard  L  Adams 

$560  million 

UUNet  Technologies.  Fairfax,  Va.  40 

At  least  1  child 

"This  is  Rick  Adams.  I  want  nothing 
to  do  with  \ou.  Stop  harassing  my 
employees."'  Click.  Thus  spoke  the 
centimillionairc  atter  Forbes  request- 
ed a  photo  to  accompany  his  bio. 
Master's  in  computer  science, 
worked  at  Center  tor  Seismic  Studies. 
Founded  UUNet  Technologies 
1987,  proNided  Internet  access, 
applications  for  scientists,  researchers. 
Lotus  Dexelopment  founder  Mitch 
Kapor  imested  in  UUNet  1992; 
others  followed.  Great  for  company, 
but  Adams  forced  to  surrender 
majoritx'  control.  Company  focused 
on  corporate  clients,  beat  out  MCI, 
AT&T  to  pro\ide  data  pipelines  for 
new  Microsott  NetA\ork.  IPO  1995. 
Year  later  bought  by  MFS  Commu- 
nications for  $2  billion.  Same  year 
WorldCom  acquired  MFS.  Still 
UUNet  chairman,  chief  technical 
officer. 


Conjunction  junction, 
that's  Richard  L.  Adams' 
function.  UUNet  Technologies 
keeps  Microsoft  Network 
on-line. 
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Largest  international  no-load  manager' 

THE  POWER  OF 
GLOBAL  INVESTING 


**•* 

Morningstar 


T.  Rowe  Price  International  Stock  Fund— performance 
potential  plus  diversification,  if  you  want  to  diversify  for 
enhanced  return  potential  with  reduced  risk,  don't  overlook 
international  equity  investing  with  T.  Rowe  Price.  By  providing 
exposure  to  potentially  stronger-performing  foreign  markets, 
international  stock  investments  can  help  increase  long-term 
returns.  And,  since  foreign  economies  tend  to  move  indepen- 
dently of  each  other  and  the  U.S.,  diversifying  internationally  can 
actually  help  reduce  the  overall  volatility  of  a  domestic  portfolio. 

Our  International  Stock  Fund —  ^ 

one  of  the  oldest  and  largest  interna- 
tional no-load  mutual  funds — follows 
a  prudent  strategy  of  investing  in  the 
stocks  of  estahlished  companies  out- 
side the  United  States.  It  has  proven 
itself  over  periods  of  up  and  down  markets,  in  times  of  both  a 
weak  and  a  strong  U.S.  dollar.  In  fact,  the  fund  received  one  of 
Morningstar's  highest  ratings — four  stars — for  its  overall  risk- 
adjusted  performance.  This  rating  reflects  how  well  the  fund  has 
balanced  returns  with  risk  relative  to  555;  244;  and  89  interna- 
tional stock  fund  peers  for  the  3-,  5-,  and  10-year  periods  ended 
7/31/97,  respectively* 

Of  course,  international  investing  has  special  risks,  including 
currency  fluctuation.  As  with  any  stock  fund,  there  will  be  price 
fkictuation.  $2,500  minimum  investment  ($1,000  for  IRAs). 
No  sales  charges. 

Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-401-4627 

www.  troweprice.cuni 


Invest  With  Confidence' 

TRoweR-ice 


Strategic  Insight  Simfund.  '  Morningstar  proprietary'  ratings  reflect  historical  risk-adjusted  performance  as  of  7/3 1/97. 
These  ratings  may  change  montlily  and  are  calculated  from  the  fund's  3-,  5-,  and  I  O-year  average  annual  returns  in  excess  of 
9()-day  Treasun  bill  returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day 
Treasury  bill  returns.  The  hind  received  4  stars  for  the  3-,  5-,  and  10-year  periods.  Ten  percent  of  funds  in  an  investment 
category  receive  5  stars,  and  the  next  22.5%  receive  4. 

Past  performance  cannot  guarantee  future  results.  Read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment 
Services,  Inc.,  Distributor  isFo-i-"8H 


j^^j\i'^Mim 


William  R.  Bartmann 

$530  million 

Commercial  Financial  Services. 

Tulsa,  Okla.  48 

Married,  2  daughters 


Debt  heads:  The  Bartmanns  buy  up  written-off  debt  from  credit  card 
companies  at  a  discount,  then  cajole  debtors  into  paying. 


Kattiryn  A.  Bartmann 

$530  million 

Commercial  Financial  Services. 

Tulsa,  Okla.  46 

Married,  2  daughters 

Husband-and-wife  team,  80%  owners  of  Com- 
mercial Financial  Ser\dces,  largest  debt-collec- 
tion agency  in  U.S.  Buys  written-off  credit  card 
balances  from  banks  at  steep  discount,  works 
deals  with  debtors  to  collect  portion  of  obliga- 
tion. Iowa  natives,  childhood  sweethearts.  Mar- 
ried 1973  after  10  years  of  dating.  Bill:  father  a 
janitor,  mother  a  maid,  sbcth  of  8  children. 
"1  wore  a  lot  of  used  clothes."  Almost  6  years 
of  high  school,  then  expeUed.  Shaped  up:  got 
GED,  law  degree.  While  practicing,  invested  in 
Oklahoma  real  estate.  Quit  law,  sold  off  real 
estate,  got  into  oil;  nearly  bankrupted  when  oil 
boom  crested  mid-1980s.  With  wife  and  20% 
owner  Jay  Jones,  borrowed  $13,000  to  buy 
distressed-loan  portfolio  from  FDIC  in  1986. 
Collected  $64,000  in  3  months,  calling  debtors 
from  kitchen,  persuading  them  to  pay  up.  Shift- 
ed to  credit  card  debt  1992.  By  1996  earning 
$140  million  despite  big  perks  for  2,600 
employees:  free  day  care,  insurance,  annual 
companywide  trips.  In  October:  workers  and 
spouses  off  to  Vegas.  Next  April:  Disney  World. 
Bill  company  chairman.  Kathryn  left  company 
January  1996  after  suffering  aneurysm.  Has 
recovered,  remains  a  director. 


fjtCi 


Ron  Holden 

$560  million 

Hybrid  corn  seeds.  Williamsburg,  Iowa.  52 

Married,  2  daughters 

In  quest  to  become  agrobiotech  powerhouse,  Monsanto  bought  Holden's  Founda- 
tion Seeds  for  $945  million  in  January.  "It  hasn't  changed  my  life,  and  I  don't  want 
it  to."  Company  founded  by  dad,  Roland  Holden,  college  dropout  who  couldn't 
afford  classes  during  Depression.  Started  corn  seed  company  in  Williamsburg  1937. 
Produced  parent  seeds  used  by  retail  seed  companies  to  create  hybrids  for  farmers. 
Seed  supply  cleaned  out  after  corn  disease  epidemic  1970.  Father  and  son  devel- 
oped disease-resistant  seeds  in  south  Florida  during  winter.  Produced  high  yields, 
sales  doubled  to  $1.8  million  in  one  year.  Roland  (d.  1995)  passed  control  to  Ron 
1971;  company  grabbed  market  share  in  1980s.  Holden  seed  stock  now  in  35%  of 
all  corn  crops.  Rich  but  modest:  "People  think  I'm  a  lot  smarter  than  I  am." 


This  isn't  young  Ronald 
Holden,  but  there's  a  good 
chance  it's  his  corn. 


ik 
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Fori  GHStave,  Satnt-Bartbelemy,  Caribbean 


Monlauk  Point.  New  York,  USA 


Porto  Colom,  Mallorca,  Spain 


Castle  mi.  Newport.  R.l.  USA 


Needles,  Isle  of  Wight,  Great  Britain 


Cape  Remga,  Auckland,  New  Zealand 


Hope  Town,  Xaauu,  Bahamas 


Suint-Tropcl,  l-Tunte 


Jupiler  Inlet.  Florida,  USA 


In  the  search  for  rewarding  portfohos, 
we  warn  against  rocks  beneath  the  surface. 


Jnless  one  is  familiar  with  the  waters,  the  course  of  financial 
security  can  be  perilous.  Which  is  why  significant  investors  rely 
on  ^he  expertise  of  Union  Bank  of  Switzerland.  UBS'  portfolio 
management  team  provides  clients  with  the  most  up-to-date 
asset  allocation  techniques,  supported  by  innovative  information 


technology  and  communications  systems,  and  in-depth 
knowledge  of  global  financial  markets.  If  you  have  substantial 
assets  to  invest,  call  Peter  E.  Guernsey,  Jr.  at  (212)  649-1075  or 
Roger  Wacker  at  (213)  489-0600.  Find  out  why  core  portfolios 
managed  by  UBS  have  meant  financial  security  for  generations. 


The  Private  Bank 


UBS 


Union  Bank  of  Switzerland 


Union  Bank  of  Switzerland,  1345  Avenue  of  the  Americas,  New  York,  NY  10105.  Telephone:  (212)  649-7300. 

Union  Bank  of  Switzerland,  444  South  Flower  Street,  Los  Angeles,  CA  90071.  Telephone:  (213)  489-0600.  Other  offices  of  Union  Bank  of  Switzerland 

and  its  affiliates  in  North  America:  Chicago,  Houston,  San  Francisco,  Toronto,  Montreal,      www.ubs.com 


W^" 


II 


Michael  S.  Egan 

$540  million 
Alamo  Rent  A  Car. 
Fort  Lauderdale.  57 
Divorced,  remarried;  5  children 

Egan  sold  his  Alamo  Rent  A  Car  to 
Wayne  Huizenga  1996;  now  part  of 
Republic  Industries,  but  Egan  no 
longer  involved  with  daily  opera- 
tions. Born  Milwaukee,  managed 
parents'  Storybook  Gardens  theme 
park  in  Wisconsin  at  16.  Moved  to 
Florida  1973  to  help  manage  Olins 
Rent-A-Car.  Olins  crashed,  credi- 
tors put  Egan  in  charge;  turned 
around  operation.  Made  deal  with 
billionaire  John  MacArthur  1979:  If 
Egan  turned  around  MacArthur's 
Alamo,  he'd  sell  Egan  the  company. 
MacArthur  died  1989,  Egan 
bought  20%,  outside  investors 
snagged  rest.  "I  spent  the  next  7 
years  buying  it  back."  Increased 
competition  forced  Egan  to  talk  to 
Huizenga,  merge  with  Republic's 
AutoNation  car  chain.  Also  owns 
50%  Nantucket  Nectars  juice  com- 
pany, Florida- based  tour  operator. 
Oil-paints  in  free  time.  "Demand 
[for  his  paintings]  too  high,"  he 
laughs,  so  he  doesn't  try  to  sell  his 
works. 


Long  used  to  the  driver's  seat, 
Michael  Egan  sold  out  to  Wayne 
Huizenga's  Republic  Industries. 


Gentlemen,  start  your  engines:  The  best-attended  sports  event  in  the  world, 
the  Indianapolis  500  is  but  a  piece  of  Marl  George  and  family's  empire. 


Mari  Hulman  George 

$500  million 

Indianapolis  Motor  Speedway, 
Indianapolis.  62 
Widowed,  4  children 

Only  child  of  Indy  500  owners  Mary  and  Anton  (d.  1977)  Hulman,  who 
bought  track  1945  to  diversify  fortune  from  making  cigars,  baking 
powder.  Father  paid  ex-World  War  I  flying  ace  Eddie  Rickenbacker 
$750,000  for  track:  "Eddie  thought  he  was  selling  a  pig  in  a  poke." 
Daughter  Mari  took  over  in  1995  from  ailing  90-year-old  mother 
(famous  for  race  commencement:  "Gentiemen,  start  your  engines"). 
Mari's  son  Anton  George,  37,  now  president  Indianapolis  Motor  Speed- 
way, largest  spectator  event  on  earth:  more  than  400,000  attendees  (esti- 
mated). Increased  competition  from  rival  Indy  Car  racing  league,  Roger 
Penske's  Championship  Auto  Racing  Teams,  is  thought  to  have  hurt  race- 
month  revenues,  but  Hulman  track  continues  to  appreciate  in  value  thanks 
to  marquee  status.  Wall  Street  motor-sports  hype.  Also  has  holdings  in  real 
estate,  banking,  utilities,  broadcasting. 
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Douglas  inherited  father  Henry  Wallace's  (above)  fancy 
for  farming,  as  well  as  stock  in  Pioneer.  But,  unlike 
Henry,  she's  shied  away  from  politics— and  pictures. 


Jean  Wallace  Douglas 

$500  million 

Pioneer  Hi  Bred  International.  Washington,  D.C.  77 

Married,  3  children 

Youngest  child  of  Henry  Agard  Wallace;  Republican- 
turned-Democrat  was  Secretary  of  Agriculture,  Vice 
President  under  FDR,  Progressive  Party  nominee  for 
President  1948.  Founded  genetic-engineering  seed 
company  Pioneer  Hi-Bred  International. 
When  he  died  in  1965,  Wallace  passed  on  stock, 
Wallace  Genetic  Foundation  (now  researches 
sustainable  agriculture,  sustainable  development, 
nutrition  and  cancer)  to  3  children.  Jean  Douglas 
still  owns  7.8%  of  company,  runs  foundation.  Press- 
shy  environmentalist,  distrusts  biotechnology  despite 
Pioneer's  reliance  on  it.  "I  just  think  we  can  go  too 
far;  these  are  living  things  we're  dealing  with." 
Moved  to  Washington,  D.C.  from  Iowa  as  child. 
Connecticut  College.  Office  of  Strategic  Services 
(OSS)  World  War  II.  Spook?  "No.  They  used  to  say 
it  stood  for  Oh,  So  Social."  Stockbroker  husband's 
Douglas  Theory  written  up  by  Washington  Post  for 
beating  Dow  in  5  of  last  6  years.  Manages  family 
farm  in  Westchester  County,  N.Y. 


America's  Original  Leathers 

Old  Shoe  Comfort...  Right  From  The  Start  "^ 


om  the  niuuntains  ot  Montana, 
complete  line  of  men's  footwear,  made 
clusivelv  from  Elk,  Bison  and  Longhorn  leathers. 


€  _"» 


H.S.  Trask  &  Co. 

For  Retailer  Nearest  You,  Call  Toll  Free- 

888-448-7275         Made  in  the  USA 


^mivMim 


Rex  Maughan 

$500  million 
Multilevel  marketing. 
Paradise  Valley,  Ariz.  58 
Married,  3  children 

Contented  Phoenix  real  estate  developer  until  multilevel 
marketing  seminar  1978.  Quit  job,  found  future  in 
desert  cactus,  aloe  vera.  Named  company  Forever 
Living  Products  to  capitalize  on  plant's  mythical  healing 
properties.  First  product:  aloe  vera  juice.  Today  Forever 
Living  Arizona's  largest  private  company,  over  $1.2  bil- 
lion sales  of  personal  care  items,  nutritional  supplements 
derived  from  aloe,  bee  pollen,  other  natural  ingredients. 
Over  4  million  sales  reps  in  55  countries.  After  settling 
charges  arising  from  claim  that  aloe  could  control  dia- 
betes, now  avoids  specific  health  claims.  No  matter: 
double-digit  sales  growth  every  year.  Owns  processing, 
packaging  companies,  5,000  acres  of  aloe  vera  planta- 
tions. Also  22  outdoor  recreation  resorts  in  Southwest, 
Rockies.  Purchased  Southfork  Ranch  (of  TV's  Dallas 
fame);  added  tourist  museum,  rodeo,  convention 
center.  Practicing  Mormon,  rain-forest  preservationist. 


After  Dick  Strong  was  forced  from  his  old  firm, 
he  drove  around  the  Midwest  looking  for  investors. 


Rex  Maughan's  aloe-soft  touch  turned  desert  flora 
to  gold.  Then  it  turned  TV  show  Dallas' 
Southfork  Ranch  into  a  western  shrine. 


Richard  Stuart  Strong 

$500  million 

Money  management.  Brookfield,  Wis.  55 

Married,  1  son 

Majority  owner,  chairman  of  $28  billion  (assets) 
mutual  fiind  company  Strong  Capital  Management. 
Minority  stakes  given  to  money  managers  as  lure  to 
relocate  to  Wisconsin.  Raised  in  Stillwater,  Minn.; 
orphaned  at  1 7  when  mother,  fatlier  died  \vithin 
months  of  each  other.  Moved  in  with  local  family, 
then  to  Pittsburgh  to  live  with  uncle.  Went  to  col- 
lege hoping  to  be  basketball  star.  Not  good  enough; 
concentrated  on  school.  After  M.B.A.  worked  for 
insurance  company,  bank.  With  co-worker  Albert 
Nicholas  (owns  Nicholas  Funds)  started  Nicholas, 
Strong  &  Co.  1968.  Strong  too  aggressive, 
Nicholas  kicked  him  out  1973.  Started  own  compa- 
ny in  bear  market  of  1974;  solicited  business  driving 
around  Wisconsin,  Illinois  in  Che\y  Impala.  Likes 
to  hire  children  of  farmers.  A\id  skier,  tennis  player. 
Frugal:  has  used  same  racket  for  past  12  years,  same 
golf  bag  for  23  years. 


346 


Forbes  400  ■  October  13,  1997 


ater  slide 


>ii 


15  August 
1430  hrs 


w" 


FORGET  THE  CORKSCREW  ROLLER  COASTER  AND  THE  CENTRIFUGE  RIDE. 
NOTHING  TAKES  YOUR  BREATH  AWAY  LIKE  LOSING  A  MULTIMILLION-DOLLAR  LAWSUIT. 


Even  the  most  entertaining  business  needs  to  be  fully 
prepared  for  a  disastrous  event.  And  when  that  business 
is  small,  Its  very  existence  can  be  threatened  by  inade- 
quate or  inappropriate  insurance  coverage. 

With  over  75  years'  experience  in  managing  total 
marketplace  risk,  AIG  specializes  in  designing  the  kinds 
of  custom  coverages  that  companies  must  have  to  cope 
successfully  with  the  unexpected  and  the  unusual.  AIG 
has  experts  in  hundreds  of  commercial  categories,  from 
aviation  to  construction  to  restaurants. 


Whether  your  business  employs  100  or  10,000,  AIG  has 
the  insurance  and  financial  services  you  need. 

Services  like  corporate  accident  plans  for  small  busi- 
nesses, equipment  breakdown  coverage  and  directors 
and  officers  insurance. 

Most  important,  we've  got  top  financial  ratings,  so 
we'll  be  here  to  keep  your  business  from 
that  downward  slide. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc.,  Dept  A,  70  Pine  Street,  New  York,  NY  10270  wwwaigxom 
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Aubrey  Chernick's  Candle  Corp.  was  late  to  the  client-server  network  mar- 
ket. The  software  maker  has  been  rekindled  by  a  successful  turnaround. 


Aubrey  Chernick 

$500  million 

Software.  Los  Angeles.  49 

Married,  3  children 

Grocer's  son  didn't  see  first  minicomputer  until  college  in  Toronto; 
fell  in  love  with  writing  code  while  working  low-level  civil  service  job 
for  Canadian  government.  Says  he  started  own  company  1975  after 
reading  fortune  cookie:  "Your  wishes  will  come  true."  His  Candle 
Corp.'s  systems  management  software  acts  as  roving  watchdog  to 
warn  of  problems  in  computer  networks.  Became  market  leader  in 
mainframe  business,  but  scrappy  startups  beat  it  to  market  with  prod- 
ucts for  client-server  networks.  Growth  slowed  to  low  single  digits, 
but  turnaround  in  effect:  sales  up  18%  last  year.  Candle  softrsvare  now 
illuminating  network  problems  for  such  clients  as  Northrop  Grum- 
man, New  York  Stock  Exchange,  Alamo  Rent  A  Car. 


Charles  Ergen 

$500  million 

Satellite  television.  Denver.  44 

Married,  5  children 

In  February  Ergen  and  Rupert  Mur- 
doch scrawled  a  deal  on  the  back  of  an 
envelope — to  merge  their  satellite  TV 
ventures  to  form  SKY,  a  500-channel, 
direct-satellite  TV  service.  But  project, 
dubbed  Death  Star  by  rivals,  backfired 
amid  opposition  from  cable  operators, 
broadcast  networks.  Stock  of  Ergen's 
EchoStar  plunged  after  merger  crum- 
bled; company  now  alleging  breach  of 
contract,  suing  News  Corp.  for  $5 
billion.  Ergen  grew  up  in  Tennessee, 
started  career  as  financial  analyst  for 
Frito-Lay.  Banned  from  Las  Vegas  for 
counting  cards.  On  hunch  that  rural, 
mountainous  terrain  would  be  a  good 
bet  for  satellite  dishes,  began  EchoStar 
out  of  small  storefront  in  Denver. 
Company  offered  40  channels  for 
$20  a  month.  Now  more  than 
700,000  subscribers.  Shook  up 
industry  last  year  by  slashing  prices 
on  pizza-size  dishes  from  $600  to 
$200.  Competitors  (see  Hubbard) 
followed  resentfully. 


Charlie  Ergen  saw  his  satellite  fortune 
fall  back  to  earth  this  year  after  his 
deal  with  Rupert  Murdoch  collapsed. 
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With  Japan  Airlines, 

you  can  link  your 

miles  to  some  of 

the  world's  best 

mileage  programs. 


\ 


Your  Needs.  Your  Airline. 


apan  Airlines  knows  that  although  you  may  fly  us  to  Asia,  your 
-referred  mileage  program  may  be  with  another  airline.  Which  is  why 
ve  make  it  easy  for  you  to  apply  your  miles  to  other  major  earners. 
.0  when  you  fly  JAL,  you  not  only  enjoy  world  class  comfort  and 
■ervice,  you  enjoy  the  freedom  to  use  your  mileage  where  you  see 


fit,  whether  it's  with  Amencan  Airlines®  AAdvantage,  Air  France 
Frequence  Plus  or  our  own  JAL  Mileage  Bank.*  Perhaps  it's  this  kind  of 
concern  for  your  needs  that  has  made  Japan  Airlines  the  airline  of 
choice  for  Tim  Brady  and  other  experienced  business  travelers  to  Asia 
for  over  40  years.  Call  1-800-JAL-FONE  for  more  information 


,r::::rr::^tE^°:^^=^=--""°^-^^ 


ATLANTA  .  CHICAGO  •  HONOLULU  «  KONA  «  LOS  ANGELES  .  MEXICO  CITY  »  NEW  YORK  »  SAN  FRANCISCO 


SAO  PAULO  •  VANCOUVER 


Japan  Airlines 


A     WORLD     Of     COMFORT. 
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B.  Thomas  Golisano 

$490  million 

Paychex,  Inc.  Rochester,  N.Y.  56 

Divorced;  2  children,  2  stepchildren 

While  working  at  payroll  outsourcing 
firm,  Golisano  saw  unexploited  niche  in 
targeting  small  companies.  Opened 
Paychex  1971.  Low  prices  brought  in 
clients;  high  failure  rates  for  small  busi- 
nesses drove  them  out.  Opened  offices 
across  country,  built  volume.  Sales  now 
more  than  $400  million;  Golisano  still 
owns  12%.  Hates  red  tape,  still  out 
husding  new  accounts.  Ran  for  New 
York  governor  1994  as  an  independent 
candidate.  No  plans  to  try  again.  On 
politicians:  "Businesspeople  have  a  far 
higher  conscience." 


Golisano  ran  for  office  pledging  to  cut  red 
tape.  But  for  Paychex,  more  is  better. 


"Business  is  a  lot  cleaner 

than  politics.  There's  no 

question  about  it." 


Where's  the  beef?  Les  Schwab's  tire  centers  have  been  giving  K 
away  with  purchases  for  over  30  years.  "It's  no  bull." 


/ 


Leslie  B.  Schwab 

$500  million 

Tires.  Prineville,  Ore.  80 

Married,  1  daughter 

Raised  in  logging  camp,  schooled  in  boxcar,  oiphaned  at  16.  After 
WWII  service,  took  local  newspaper  job,  couldn't  feed  family. 
Bought  run-down  O.K.  Rubber  Welders  franchise  1952:  "It  was 
nothing  more  dian  a  shed  with  no  running  water  and  a  2 -holer  out 
back."  Went  independent,  changed  name  to  Les  Schwab  Tire  Cen- 
ters; started  member-dealerships  instead  of  fi-anchises.  Got  huge 
effort  from  employees  by  giving  them  50%  of  profits.  Results:  since 
founding,  sales  ha\'e  close  to  doubled  every  5  years;  profit  margins 
nearly  double  competitors'.  Todav  o\'er  270  Les  Schwab  Tire  Cen- 
ters; dominates  Northwest  market.  Boasts  he  can  deliver  almost  any 
brand  of  tire  made  on  earth:  "My  enjoyment  is  gi\ing  the  big 
rubber  companies  hell."  Store  managers  earn  6-figure  salaries;  $200 
million  employee  retirement  fiind.  Gives  away  fi-ee  beef  once  a  year 
with  purchases.  Not  big  charitable  donor;  prefers  to  fLinnel  money 
back  to  business.  Scmirctircd,  owns  vast  cattie,  wheatgrass  ranches. 
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Desiyned  so  notliino  on  it 

will  get  in  the  way  of  a  oreat  pliotoorapli, 

Except  the  lens  cap. 


liter  SIX  years  of  research  and  development,  the  R8's  design  is  advanced  —  but  not  cluttered.  All  of  the  controls  are 
rgonomically  positioned,  making  them  convenient  and  easy  to  operate.  As  well  as  giving  the  camera  a  unique  elegant 
hape.  We  ve  also  added  some  new  features.  Such  as  a  1/8000  of  a  second  shutter  speed,  a  1/250  second  sync  speed 
.ulti-pattern  metering,  and  state-of-the-art  flash  technology.  Even  our  warranty  is  an  advanced  feature  (ask  us  about  our 
assport  Warranty).  But  most  importantly,  you'll  have  even  more  creative  freedom.  And  when  its  rugged  reliable  body 
IS  combined  with  our  legendary  optics,  the  R8  is  the  ultimate  professional  tool.  Just  don't  forget  to  take  off  the  lens  cap. 

Leica  Camera  Inc.,  156  Ludlow  Ave.,  Northvale,  NJ  07647  •    800.222.0118    •    www.leica-camera.com/usa 
In  Canada:  361  Steelcase  Road  West,  Unit  #3,  Markham,  Ontario  L3R  3V8  •    905.940.9262  •  http://leica.kindermann.com 


Fascination  and  Precision. 


LEICA 
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Harris  Whitfield  Hudson 

$475  million 
Republic  Industries  Inc. 
Fort  Lauderdale.  55 
Married,  2  children 

Wayne  Huizenga's  (see)  brotJier-in-law.  "Whit"  born  in  Jackson, 
Tenn.,  moved  to  Fort  Lauderdale  1955.  Dad  wholesaled  groceries, 
Mom  worked  in  Green  Stamp  redemption  office.  Married  high 
school  sweetheart,  Bonnie  Huizenga.  Skipped  college,  worked  as 
rear  garbageman  on  Wayne's  truck.  Wayne  drove.  "You  can't  start 
much  closer  to  the  bottom  than  where  I  started."  The  two  built 
small-time  garbage  hauler  into  heavyweight  Waste  Management. 
Left  1982,  started  Hudson  Management  Corp.  year  later.  By  1995 
a  $60-million-sales  waste  conglomerate  merged  with  Wayne's 
Republic  Industries.  Whit  now  oversees  Republic's  waste,  security 
divisions;  vice  chair  of  company.  With  Wayne,  part-owner  base- 
ball's Marlins,  hockey's  Panthers.  Tried  to  buy  majority  stake  of 
basketball's  Miami  Heat;  lost  to  Micky  Arison  (see).  Still  marvels  at 
life's  accidents:  "1  never  thought  I'd  be  where  1  am." 


Despite  his  millions,  Gary  Tharaldson  is 
still  a  farm  boy  at  heart:  he  takes  most  of 
his  meals  at  the  Red  Lobster  in  Fargo,  N.D. 


Gary  Tharaldson 

$485  million 
Hotels.  Fargo,  N.D.  51 
Divorced,  remarried;  6  children 

Farm  boy  from  Dazey,  N.D.  Taught 
bookkeeping  in  45 -student  school,  left 
for  insurance  business  1969.  Plowed  earn- 
ings into  budget  motels  early  1980s  as  tax 
shelter.  Built  Tharaldson  Enterprises  into 
fastest-growing  privately  held  motel  com- 
pany by  wooing  bankers  in  backwater 
towns  with  plans  to  build  small,  no-frills 
properties.  Now  has  235  hotels,  under 
brands  Court)'ard,  Fairfield,  Comfort 
and  Hampton  Inns.  Occupancy  10% 
above  and  break-even  points  10%  below 
industry  average.  Shuns  the  high  life: 
houses  in  Fargo  and  Phoenix  cost 
about  $300,000  apiece.  Softball  fanatic: 
ferries  around  amateur  team  in  his  King 
Air  200.  Never  needs  a  calculator,  rarely 
carries  cash.  Life's  ambition  to  be  on 
The  Forbes  Four  Hundred,  but  thinks 
Wall  Street  money  is  foolish:  "I'll  get 
to  a  billion,  but  I'll  do  it  my  way — 
and  I'll  own  it  all." 


"To  make  it  in  the  waste  business, 

stay  in  die  basics,  you'll  be  in  good 

shape.  Collect  and  dispose,  that's  it." 
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When  others  got  a  raise 

You  became  an  associate 
When  others  became  associates 

You  became  a  partner 
When  others  became  partners 

You  bought  the  firrn^ 

Now 
Has  your  homeowners  insurance 

icept  pace  with  your  lifestyK 


1 


PRESTIGE^   HOMEOWNERS    INSURANCE.   DESIGNED   FOR  ACHIEVERS. 
For  more  information,  contact  an  independent  insurance  agent  representing  Fireman's  Fund. 

http://www.the-fund.com 


Fireman's 
Fund 


Fifty  family  fortunes 

Some  great  American  fortunes  are  so  divided  among  lieirs  or  family 
members  that  no  one  individual  qualifies  for  The  Forbes- Four 
Hundred.  Billion-dollar  fortunes  all,  many  are  echoes  from  the  past. 
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Alfond 


$1.1  billion 
Dexter  Shoe.  Maine. 
Harold  Alfond,  83,  started  his 
career  in  shoe  factory  at  25 
cents  per  hour.  "In  1934  we 
didn't  know  what  college  was; 
we  went  to  work."  Bought, 
sold  Norrwock  Shoe  Co. 
Founded  Dexter  Shoe  1956 
wdth  $10,000.  Joined  1958  by 
nephew  Peter  Lunder  (now 
president).  Key  to  success: 
"Make  a  product  that's  good 
value,  good  quality'  and  you 
get  the  customers."  Customers 
include  J.C.  Penney,  Nord- 

354 


Strom,  May,  etc.  Dexter 
acquired  by  Berkshire  Hath- 
away 1993;  atypically,  Buffett 
paid  with  BH  stock,  and 
Alfond  has  gone  along  on  that 
merry  ride.  He  is  also  part- 
owner  of  Boston  (baseball) 
Red  Sox. 


Bacardi 


$2  billion 

Liquor.  Puerto  Rico,  Miami  et  al. 
Wine  merchant  Don  Facundo 
Bacardi    distilled    "civilized 
rum,"  founded  Bacardi  1862. 
Built  into  world's  most  popu- 


lar liquor  brand.  Castro  stole 
operations  after  revolution  but 
family  kept  trademark. 
Expanded  internationally:  Ba- 
cardi now  two-thirds  of  rum 
market.  Family  credited  with 
invention  of  daiquiri.  Mixed 
rum  with  vermouth  1993  by 
buying  $1.4  billion  stake  in 
Martini  &  Rossi.  Integrated 
corporate  structure:  Bacardi 
Corp.  of  Puerto  Rico  sells  to 
Bacardi  Corp.  of  Miami;  royal- 
ties go  to  Bahamian  Bacirdi  & 
Co.  Ltd.  Company  now  run 
by  Don  Facundo's  great- 
grandson  Manuel  Jorge  Cutil- 


las,  but  fortune  shared  among 
some  500  family  members. 

Bancroft 


$1.9  billion 
Dow  Jones  &  Co. 
Massachusetts,  California  et  al. 
Contrar\'  to  media  hoopla  over 
dissident  shareholder  Elisabeth 
(Lizzie)  Godi  (one  of  Clarence 
Barron's  26  great-great  grand- 
children), Dow  Jones  is  not  in 
play.  The   media  company's 
cautious  management  remains 
firrnly    in    control.     Family 
founder  Clarence  Barron  (d. 
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THE 

DOCUMENT 

COMPANY 

XEROX 


If  we  said  it,  you  probably 
wouldn't  believe  us. 


X 


We've  been  getting  rave  reviews  about  Ih 
Xerox  DocuPrint  C55  color  laser  printer.  \f\v 
all,  the  Xerox  DocuPrint  C55  is  the  (Irst 
fully  featured  color  laser  printer  at  the 
breakthrough  price  of  $3,500* 

No  wonder  Live  If  ire  said,  "Make  no  mis- 
take, the  C55  is  a  highly  competitive  product. 
Low-cost  color  laser  printing  is  a  reality." 

Its  features  include  our  exclusive  P'ax 
Friendly  '  option,  making  colors  readable 
when  faxed.  And  the  ability  to  remotely 
access  and  manage  printers  via  the  Internet. 


The 
sma 


-    M 


*Ri)se  rniKlcl.  eslin 


footprint  of  the  DocuPrint  C55  is  up  to  40% 

Her  than  comparable  color  laser  printers.  This 

prompted  the  //ard  Copy  Observer  lo  say  this 

is  "the  first  product  for  which  the  name 

'desktop  color'  is  not  a  fib." 

Plus,  you  get  world-class  performance 
at  3  ppm  for  color,  and  12  ppm  for  black  & 
white,  all  at  600  dpi. 

With  positive  press  like  this,  it's  a  good  time 

to  contact  your  local  computer  reseller,  or  call 

Xerox  at  1-800-34-XEROX,  exL  2989.  Or  visit  our 

<■    Web  site  at  www.xerox.networkprinters.com 


THE  DOCUMENT  COMPANY 
XEROX 


XKROX."  The  Dorumenl  Company,"  and  Ihe  dieital  X  *  are  trademarks  of  XF.ROX  CORPORATION.  Fax  Friendly  "  oplii)n  sold  separalely.  IB  I  SC  MO. 
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1928)  bought  Wall  Street 
Journal,  Dow  ticker  from 
Charles  Dow,  others  1902. 
Began  Barron's  1921  at  sug- 
gestion of  son-in-law  Hugh 
Bancroft  (d.  1933),  husband 
of  adopted  daughter  Jane. 
Fortune  split  among  their 
children:  Hugh  Bancroft  Jr. 
(d.  1953),  Jessie  Cox  (d. 
1982)  and  Jane  Bancroft 
Cook.  Hugh  Jr.'s  4  children 
share  his  third.  Jane:  quiet  but 
significant  donor  education, 
hospitals.  Jane  Cox  Mac 
Elree,  child  of  Jessie  Cox, 
active  in  Philadelphia  charities, 
votes  8.8  miUion  shares  Dow 
Jones  held  in  trust. 


Barbey 


$1  billion 

Textiles,  apparel.  California  et  al. 
Heirs  of  John  Barbey, 
cofounder  Reading  Glove  & 
Mitten  Manufacturing  Co. 
1899.  Bought  out  5  partners 
1911;  name  changed  to 
Schuylkill  Silk  Mills.  First  prod- 
uct: silk  gloves.  Began  selling 
brand -name  lingerie  as  Vanity 
Fair  1917.  First  to  use  live 
underwear  models.  Son  J.E. 
designed  lingerie:  "He  just 
loved  beautifial  things."  Moved 
beyond  white  and  pink;  intro- 
duced leopard  and  mermaid 
prints.  Died  1956;  left  stock  in 
trust,  handpicked  outside  man- 
agement. Company  became 
VF  Corp.  1970.  Other  brands; 
Lee,      Wrangler,      Jantzen. 

Blaustein 

$1.9  billion 
Amoco.  Baltimore 
Heirs  to  Louis  Blaustein 
(1869-1937) 

Lithuanian-born  immigrant 
Louis  Blaustein  delivered 
kerosene  door-to-door;  later 
invented  predecessor  to  rail- 
road tank  car.  Founded 
Amoco  1910;  merged  with 
Standard  Oil  of  Indiana  1954. 
Assets  passed  down  to  three 
children:  son  Jacob  (d.  1970), 


who  invented  metered  gaso- 
line pumps,  antiknock  gas, 
drive-in  stations;  daughters 
Fanny  Thalheimer  (d.  1957) 
and  Ruth  Rosenberg  (d. 
1992).  Heirs  own  more  than 
16  million  Amoco  shares,  4% 
of  Signet  Banking,  1%  of 
USF&G.  And  through  pri- 
vately held  American  Trading 
&  Production  Corp.,  they  own 
51%  of  Crown  Central  Petro- 
leum, also  real  estate,  office 
supplies,  security  systems. 

Brown 

$1.7  billion 

Brown-Forman  Corp.  Louisville,  Ky. 
A  generation  of  drinkers  grew 
up  on  Brown's  Jack  Daniel's 
whiskey  and  Southern  Com- 
fort. Company  started  by  phar- 
maceutical salesman  George 
Garvin  Brown:  created  first 
sealed  botdes  (barrels  then  cus- 
tomary) for  whiskey  1870. 
Started  company  with  half- 
brother  and  $5,000.  Adapted 
well  to  times.  Prohibition:  gov- 
ernment Hcense  to  bottle 
whiskey  for  medicinal  purpos- 
es. WWII:  converted  whiskey 
plant  to  manufacture  industrial 
alcohol.  Acquired  Jack  Daniel 
Distillery  1956.  Diversified 
into  fine  china,  crystal; 
acquired  Lenox  1983.  Started 
wine  division  1991.  Other 
brands  include  Bolla  wines; 
Dansk  tableware;  Hartmann 
luggage.  Pushing  to  expand 
presence  overseas.  Fourth  gen- 
eration Owsley  Brown  II 
CEO,  cousin  Owsley  Brown 
Frazier  vice  chairman.  Five 
other  Brown  members  active  in 
company. 

Busch 

$1.8  billion 

Anheuser-Busch.  St.  Louis 
Bavarian  immigrant  Adolphus 
Busch  married  Lilly  Anheuser 
1861;  joined  father-in-law's 
brewery  1864.  Grandson 
August  Jr.  (d.  1989)  president 
1946,  began  aggressive  mar- 


keting, "King  of  Beers"  adver- 
tising campaign  to  become 
nation's  biggest  brewer. 
August  III,  with  board  sup- 
port, unseated  father  in  1975. 
Fierce  competitor:  "The  goal 
is  dominance.  I  have  to  win." 
Established  Eagle  Snacks 
1979,  later  sold  to  PepsiCo. 
Domestic  beer  share  today 
about  45%.  Family  still  con- 
trols 6%  of  stock.  August  III, 
now  60,  plans  to  retire  at  65. 
Presumed  heir  is  August  IV, 
33,  now  VP  of  marketing. 
Responsible  for  recent  croak- 
ing Bud  fi'ogs  ad  campaign. 

Campbell 

$1.1  billion 

Land,  investment  portfolio.  Hawaii 
Patriarch  James  Campbell  (d. 
1900)  left  Ireland  as  13-year- 
old  stowaway  on  NYC -bound 
ship  1839.  Sailed  on  to  Hawaii 
1850;  survived  shipwreck. 
Turned  41,000  arid  Oahu 
acres  into  fertile  sugar  planta- 
tion by  drilling  artesian  well. 
Estate  now  72,000  acres  on  3 
islands.  "Kimo-Ona  Mil- 
liona's"  last  surviving  daughter 
died  1987;  massive  historic 
trust  dissolves  2007;  proceeds 
earmarked  for  more  than  100 
beneficiaries. 


trusts,  which  control  well  over 
50%  of  company. 


Clapp 


Chandler 


$2.5  billion 

Times  Mirror  Co.  Los  Angeles 
Heirs  of  Henry  Chandler  (d. 
1944),  who  married  daughter 
of  L.A.  Times  founder  Harri- 
son Gray  Otis  in  1894.  Built 
media  empire;  son  Norman 
took  over  at  death.  Conserva- 
tive, probusiness  leanings  over 
years.  Son  Otis  took  over 
1960;  turned  paper  liberal  in 
attempt  to  rival  N.Y.  Times. 
Company  diversified  into 
broadcast  and  cable;  sold  most 
non-newspaper  assets  in 
1990s.  Closed  down  NYC 
version  of  Newsday,  laid  off 
many  staffers  in  LA.  Scores  of 
familv    members    share    in 


$1.7  billion 
Lumber.  Seattle 

Brothers  Matthew  and  James 
Norton  started  lumber  compa- 
ny with  cousin  William  Laird 
late  1800s.  Called  Laird 
Norton,  company  grew,  later 
helped  Frederick  Weyerhaeuser 
start  Weyerhaeuser  Co.  Physi- 
cian Eben  Clapp  consolidated 
fortune  by  marrying  (at  differ- 
ent times)  the  daughters  of 
both  Matthew  and  James;  his 
son  Norton  Clapp  main  heir; 
became  Weyerhaeuser's  largest 
shareholder;  later  married 
widow  of  a  Weyerhaeuser  heir. 
Died  1995  age  89.  Laird 
Norton  Trust  now  includes 
Puget  Sound  real  estate; 
Lanoga  Corp.,  successor  com- 
pany to  Laird  Norton.  Also 
equities:  Portfoho  thought  to 
be  as  large  as  $1  billion. 


Collier 


$1.4  billion 

Real  estate.  Naples,  Fla.;  Phoenix 
Descendants  of  Barron  Gift 
Collier  (d.  1939),  streetcar 
advertiser  who  used  $5  million 
annual  income  to  purchase 
southwest  Florida  land  starting 
1911.  By  1930  over  1  million 
acres;  renamed  Collier  Count)'. 
Heirs  disagreed  on  investment 
strategy,  split  empire  with  coin 
toss  1980.  One  branch:  Collier 
Enterprises,  led  by  Miles  Col- 
lier, 50.  Other:  Barron  Collier 
Co.,  3  principal  heirs.  Also  Pri- 
^'ate  Capital  management  firm, 
now  over  $2  billion  assets, 
overseen  by  Collier  money 
man  Bruce  Sherman. 


Coors 


$1  billion 

Beer.  Golden,  Colo. 
Descendants  of  German  immi- 
grant Adolph  Coors,  stowaway 
on  Baltimore-bound  sailing 
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A  history 

of  commitment  to 

customer  satisfaction 

can  have  some 

great  rewards. 

Especially  for  our 
customers. 


At  Dana  Commercial  Credit  Corporation,  we've 
committed  ourselves  to  developing  lease  programs  and 
financial  services  that  help  our  customers  set  a  course 
for  success. 

Whether  helping  a  small  business  lease  a  computer; 
administering  a  private-label  leasing  program  for  a 
manufacturer;  or  structuring  a  complex,  multimillion 
dollar  sale  leaseback;  we  go  to  great  lengths  to  meet 
our  customers'  needs  -  domestically  and  internationally. 

It's  this  commitment  to  customer  satisfaction  that  has 
helped  Dana  G:)mmercial  Credit  Corporation  earn  the 
1996  Malcolm  Baldrige  National  Quality  Award  -  the 
most  prestigious  award  any  American  company  can  receive 
for  performance  excellence. 

What  does  this  mean  for  our  customers?  It  means 
quality  leadership,  people,  processes  and,  above  all, 
exemplary  customer  satisfaction. 

At  DCC,  we're  proud  of  the  recognition  our  high 
standards  of  customer  satisfaction  have  received.  We're 
even  more  proud  of  getting  our  customers  on  the  course 
for  success  -  and  helping  them  stay  there. 


DANA  COMMERCIAL 
CREDIT  CORPORATION 


DANA  COMMERCIAL  CREDIT 

Phone:  419-322-7400  ■  www.dana.com/dt-t-' 


compamj 


United  States 


United  Kingdom 


Switzerland 


liiUfJffiff! 


ship;  founded  small  beer  com- 
pany 1873.  Company  survived 
Prohibition  making  malted 
milk,  ceramics,  near  beer.  Now 
almost  10%  of  domestic  beer 
market.  Founder's  great- 
grandsons  run  businesses. 
Peter,  50,  now  at  helm.  Joseph 
Jr.,  55,  and  Jeffrey,  52,  head 
ACX  Technologies:  industrial 
ceramics,  aluminum,  consumer 
packaging.  "If  the  3  of  us  were 
over  there,  we'd  be  all  over 
each  other." 


Davis 


$2.4  billion 

Winn-Dixie  stores.  Jacksonville,  Fla. 
Descendants  of  Winn-Dixie 
stores  founder  William  Milton 
Davis.  Purchased  Rockmore 
Grocer}'  in  Lemon  Cit\',  Fla.  for 
S10,000  in  1925.  Named 
Winn-Dixie  1955:  "To  win 
Dixie  was  our  ambition."  Four 
sons  built  company  to  largest 
grocery  chain  in  the  Sunbelt. 
Now  has  1,184  Winn-Dixie, 
Thrifir^vay  and  Marketplace 
stores  in  14  states  and  the 
Bahamas.  Gross  revenues  over 
$13  billion.  Four  family  mem- 
bers of  "founding  brothers"  still 
have  seats  on  Winn-Dixie  board. 


Dayton 


$1.1  billion 
Retailing.  Minneapolis 
Heirs  to  George  Draper 
Dayton,  who  founded 
Dayton's  department  store 
1902.  Customers  intensely 
loyal;  love  no-questions-asked 
return  poliq'.  Sons  joined  busi- 
ness by  1950,  had  midwestern 
work  ethic:  "The  only  thing 
worse  than  a  bum  is  a  rich 
bum."  Today  1,000  stores,  37 
states:  Dayton's,  Hudson's, 
Marshall  Field,  Target, 
Mervyn's.  No  family  member 
active  in  company  since  1983. 

de  Young 

$1.5  billion 

Publishing.  San  Francisco 


Descendants  of  Michael  H.  de 
Young,  cofounder  of  San  Fran- 
cisco Chronicle  1865  (other 
cofounder,  Charles  de  Young, 
shot  mayoral  candidate  in  feud 
1879;  victim's  son  then  shot 
Charles  to  death).  Paper  enter- 
tained public  with  local  scan- 
dals. Wild  West  shoot-outs, 
mudslinging.  De  Youngs  long 
feuded  with  rival  Hearsts;  now 
joindy  publish  Sunday  edition. 
Granddaughter  Nan  Tucker 
McEvoy  inherited  largest  share 
of  Chronicle  after  mother  died 
1988,  but  cousins  forced  her 
off  board  1995. 

Donnelley 

$1.8  billion 

R.R.  Donnelley  &  Sons.  Chicago 
Largest  commercial  printer  in 
U.S.  lost  chairman,  CEO  John 
Walter  to  AT&T  last  October. 
Replaced  by  Emerson  Elec- 
tric's  William  Da\is.  Company 
still  22%  owned  by  descen- 
dants of  founder  Richard  R. 
Donnelley,  Canadian  appren- 
tice who  started  Chicago  print 
shop  1864.  Rebuilt  after  Great 
Fire  of  1871  as  R.R.  Donnel- 
ley &  Sons.  Went  public  1956. 
Company  best  known  for 
Sears  catalog  and  bibles.  Cata- 
log discontinued,  but  still 
biggest  bible  printer.  Also 
Time,  the  New  Yorker,  TV 
Guide. 

du  Pont  (Pierre 
Samuel  II  heirs) 

$14  billion 

Inheritance.  Delaware 
Descendants  of  Pierre  Samuel 
du  Pont  de  Nemours  (1739- 
1817),  French  ph\'siocrat  who 
fled  Revolutionary  Terror  for 
America  1800.  Son  Eleutherc 
Irenee,  chemist's  apprentice, 
founded  gunpowder  factory 
on  Brandywine  Creek  1802. 
Company  and  family  pros- 
pered, dominated  Powder 
Trust  late  1800s.  After  inter- 
family  batde  for  control,  Pierre 
S.   du   Pont    II   emerged   as 


leader.  WWI  munitions  con- 
tracts produced  massive 
growth  (also  sobriquet  "Mer- 
chants of  Death").  Founded 
Christiana  Securities  as  family 
holding  company  for  DuPont; 
later,  under  antitrust  pressure 
from  the  Justice  Department, 
merged  into  DuPont  1977. 
Rescued  nascent  General 
Motors  1920s,  took  about 
one-third.  Bought  out  cousins 
in  further  struggles.  Childless, 
divided  bulk  of  fortune  among 
6  siblings  before  his  death  in 
1958.  His  branch  of  family 
built  Wilmington  Trust  Co., 
dissident  branches,  Delaware 
Trust  Co.  Numerous  descen- 
dants of  Pierre  Samuel  II  still 
hold  15%  of  DuPont  stock. 
Family  member:  "The  thing 
about  the  du  Ponts  is  that 
some  are  very,  very  rich  and 
others  are  just  plain  old  rich." 

Fisher 

$1  billion 

Real  estate.  New  York  City 
New  York  real  estate  fortune 
divided  among  brothers  Larry 
and  Zachary  and  widow  of 
eldest  brother,  Martin,  Emily 
Fisher  Landau.  Her  son 
Richard,  56,  runs  day-to-day 
operations.  Portfolio  includes 
over  6  million  square  feet  of 
space  in  New  York  Cit\'  trophy 
buildings.  87-year-old  Zach 
founder  of  Intrepid  Sea  Air 
Space  Museum.  Larry  threw 
bash  on  board  in  June  to  ring 
in  his  90th  birthday.  Emily 
Fisher  Landau  collects  Georgia 
O'Keeffes,  lives  in  Santa  Fe; 
founded  off-the-beaten-path 
Fisher  Landau  Foundation,  a 
by-appointment-only  modern 
art  museum  in  Queens. 


Gore 


$1.3  billion 
Gore-Tex.  Newark,  Del. 
Wilbert  L.  Gore  (d.   1986) 
worked  on  Teflon   1957  as 
DuPont  employee.   DuPont 
not  interested  in  selling  tin- 


ished  Teflon  goods;  Wilbert 
and  wife,  Vieve,  started  own 
business  1958  in  basement. 
First  insulated  cable,  then 
Gore-Tex,  durable  membrane 
later  used  in  space  suits.  Son 
Bob  took  over  business  at 
father's  death;  Vieve,  her  5 
other  children  on  board  of 
directors.  Gore-Tex  now  used 
in  medicine  (surgical  patches, 
artificial  blood  vessels), 
telecommunications  (cables), 
industry  (filters),  consumer 
goods  (Glide  dental  floss). 
Surging  business  in  electro- 
magnetic gaskets:  prevents 
interference  in  wireless  tele- 
com products.  Fiscal  1996 
sales  SI. 2  billion.  "Associates" 
(employees)  get  stock.  Motto: 
"To  make  money  and  have 
fun." 

Graham 

$1  billion 

Washington  Post.  Washington,  D.C. 
Financier  Eugene  Meyer 
bought  Washington  Post  in 
bankruptcy  auction  1933. 
Daughter  Katharine  married 
young  hotshot  lawyer  Phil 
Graham  1940.  Katharine 
worked  in  circulation  while 
Phil  fought  in  Pacific  WWII. 
Phil  made  Post  publisher, 
editor-in-chief  1947.  Close 
friend  of  JFK's.  Rebuilt  Post  to 
profitability'.  Committed  sui- 
cide 1963.  Widowed  Kay  took 
over,  pushed  paper  to  new 
heights:  Pentagon  Papers 
1971,  Watergate  1972-74. 
Son  Donald  CEO  and  chair- 
man. Kay,  80,  chairs  executive 
committee. 


Gund 


$2.2  billion 

Sanka,  banking.  Cleveland 
Six  children  of  George  Gund 
Jr.  (d.  1966).  Harvard  Busi- 
ness School  grad  sold  family 
brewery  during  Prohibition. 
Bought  decaffeinated  coffee 
firm,  later  Sanka,  1919.  Sold 
to  Kellogg   1927  for  stock. 
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i§ste  the  best  of  both  worlds. 

To  send  a  gift  of  Benedictine  or  B&B  Liqueur  call 
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Cocktail  Collection' 


IN  suppowT  or 

MADD® 

Mothers  Against  Drunk  Driving 


bloominodale's  •  macy's 

the  60n  marchi  •  burdines 

rich's  •  lazarus 

Goldsmith's  •  Stern's 


Moved  into  real  estate,  bank- 
ing. Cleveland  Trust  president 
1941.  Son  Gordon;  "We 
.didn't  know  the  extent  of  our 
wealth  until  our  father's 
death."  George  III,  Gordon 
own  Cleveland  (basketball) 
Cavaliers.  Paid  $14  million  in 
1994  for  rights  to  name  citA^'s 
arena  Gund  Arena.  George,  SF 
financier,  has  majorit}'  San  Jose 
(hockey)  Sharks.  Agnes,  presi- 
dent NYC  Museum  of 
Modern  Art. 


Haebler 


$1  billion 

International  Flavors  &  Fragrances. 
Milwaukee  et  al. 

Heirs  to  the  company  behind 
many  of  the  most  famous 
names  in  perflime.  IFF  found- 
ed by  William  T.  Haebler  and 
Dutch  immigrant  A.L.  van 
Ameringen.  Developed  per- 
fomes,  then  soaps,  household 
products,  food  and  beverages. 
Company  does  not  disclose 
clients,  but  Calvin  Klein's 
Eternity,  Liz  Taylor's  Black 
Pearls  and  Yves  St.  Laurent's 
Champagne  all  thought  to  be 
IFF  perhimes.  Sales  now  over 
$1.4  billion.  Haebler  fortune 
left  to  3  daughters. 

Hillenbrand 

$1.8  billion 

Hillenbrand  Industries. 
Batesville,  Ind.  et  al. 
Descendants  of  John  Hillen- 
brand, son  of  German  immi- 
grant who  rescued  Batesville 
Casket  Co.  from  bankruptcy 
1906.  First  to  mass-market 
airtight,  watertight  caskets 
1940.  Created  Hill-Rom, 
manufacturer  of  hospital  beds, 
1928.  Batesville  Casket  and 
Hill -Rom  combined  under 
parent  Hillenbrand  Industries 
1969.  Public  1971.  Founded 
Forethought  Group  1985;  life 
insurance  for  prearranged 
ftinerals.  Daniel  A.,  74,  chair- 
man. W  August  (Gus),  57, 
president/chief     executive. 


Three  other  Hillenbrands  on 
board. 


Hixon 


$1.5  billion 

Electronics.  Pasadena,  Calif.; 
San  Antonio. 

Joseph  Hixon  secured  family 
fortune  with  major  investment 
in  AMP,  world  leader  in  elec- 
tronic connectors.  Joseph's 
son  Frederick  (d.  1978) 
moved  to  San  Antonio,  invest- 
ed in  ranches,  oil,  venture  cap- 
ital. Joseph  III,  58,  on  AMP 
board  since  1988,  also  chair  of 
HLxon  Properties  in  San  Anto- 
nio. AMP  holdings  believed  to 
be  over  10%  of  company,  split 
among  more  than  70  family 
members. 


Hughes 


$1  billion 

Inheritance.  California  et  al. 
The  remnants  of  reclusive 
tycoon  Howard  Hughes  Jr.'s 
estate  sold  off  last  year.  Some 
250  heirs  forked  over  the 
remaining  16,000  acres  of 
original  22,500-acre  Summer- 
lin  (one  of  best-selling  and 
largest  planned  communities 
in  U.S.)  to  Rouse  Corp.  for 
S530  million;  heirs  get  piece 
of  all  Hughes  land  sales  until 
2009.  Mystery  man  Hughes 
inherited  fbrume  from  father's 
oil  well  drill-bit  patent  1909. 
Started  Huglies  ^\ircraft, 
owned  TWA,  discovered  Jane 
Russell.  Turned  nutty;  died 
1976  with  no  will  or  immedi- 
ate family.  Most  went  to 
Howard  Hughes  Medical 
Institute.  Cousin  William 
Lummis  (now  a  Rouse  board 
member),  attorney  who  had 
not  seen  Hughes  in  40  years, 
took  over  rest. 


Idema 


$1.8  billion 

Steelcase.  Grand  Rapids,  Mich. 
Descendants  of  Henry  Idema 
(d.  1951),  who  patented  sus- 
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Your  Strategy 
Works  Best 


In  the  heat  of  competition,  the  furious  pace  can  blur  the  obvious: 
ord-breaking  performance,  quarter  after  quarter,  dennands  players  in 
c  with  you  and  your  strategies.  And  with  one  another. 

When  you  pick  Times  Mirror  Training  for  strategic  resourcing, 
ir  drive  to  performance  improvement  is  supported  by  the  single- 
ided  mission  of  a  focused,  integrated  team. 

Kaset  International  for  managing  your  customer  relationships. 
jrning  International  for  superior  performance  by  your  sales  team.  And 
iger  Miller  for  leadership  development  and  organizational  change. 


With  one  phone  call,  you  can  access  a  team  that  focuses 
all  its  world-class  alliances  on  your  global  success.  Our  unsur- 
passed range  of  skills  and  tools  is  designed  to  match  your  strategic 
strengths.  We  can  tailor  innovative  solutions  and  new  technology 
to  your  strategies  and  integrate  them  across  all  departments  and 
operating  levels. 

Join  the  major  organizations  now  using  the  Strategic  Resourcing 
Division  of  Times  Mirror  Training.  For  more  information,  call 
800-566-0630,  extension  44. 


Times  Mirror  Training 

8875  Hidden  River  Parkway  •  Tampa,  FL  33637  •  1-800-566-0630  Ext.  44 


Extraordinary  People. 
Fascinating  Dialogues, 

GREAT  MINDS. 


Sit  down  and  talk  shop  with  five  of  today's 

most  brilliant  business  icons.  Learn  the  strategies 

and  insights  behind  their  success, 
^eet. . . 


ANDREW  grove 

the  head  of  hitcl. 


PAUL  VOLCKER 

the  former  chairman  of  the 
Federal  Reserve. 


FRED  SMITH 

the  founder  ot  the 

Federal  Express  Corporation. 

PETER  LYNCH 

the  investment  legend. 

The  compdiiioi  Ivok  to  tlw  piihlic  tclcvifiou  serk 

AVAILABLE  IN  BOOKSTORES  EVERYWHERE. 
Also  available  in  audio  and  video. 
For  videos  call  800-603-9088. 


PLEASANT  RO  WLAND 

the  founder  ot 

Pleasant  Company  and 

The  American  Girls  Collection. 
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pension  cabinet  1934,  guided 
Steelcase's  climb  to  top  office 
fijrniture  maker  in  U.S.  Earn- 
ings took  big  hit  last  year  as 
company  settled  17-year-old 
patent-infringement  suit  with 
rival  Haw'orth,  paying  about 
$200  million  in  damages. 
Steelcase  going  public  first 
quarter  1998.  Idema  heirs 
control  estimated  70%  of 
company. 


Jenkins 


$1.3  billion 
Publix  Super  Markets. 
Lakeland,  Fla. 

Publix  settled  S81.5  million 
gender  discrimination  suit  in 
January;  denied  wrongdoing. 
Also  fighting  union  drives,  but 
still  expanding  outside  Florida 
base.  Founded  by  George 
Washington  Jenkins  (d.  1996), 
who  hitched  ride  fi^om  Georgia 
to  Florida  to  seek  fortune  in 
real  estate.  Instead  ended  up 
working  at  Piggly  Wiggiy. 
Became  manager,  but  after 
snub  from  owner  opened  his 
own  store  next  door.  Now 
over  550  stores  in  4  states. 
George's  son  Howard,  46, 
now  chief  executive. 


Jordan 


$1.2  billion 
Retailing,  publishing. 
Washington,  D.C.;  New  Hampshire 
Eben  D.  Jordan  (d.  1895)  left 
Danville,  Me.  in  1836,  at  14, 
determined  to  make  fortune. 
Starting  capital:  SI. 25.  Farm- 
hand, errand  boy  until  1851, 
when  he  opened  Jordan  Marsh 
department  store  with  partner 
Ben  Marsh.  E\'entually  sold  to 
Allied  Stores.  Invested  in 
Boston  Globe.  Heirs  invested 
in  McCaw  Cellular;  became 
major  AT&T  stockholders 
after  McCaw  was  acquired. 
Charlotte  Kidder  Ramsay, 
Eben's  great-great-grand- 
daughter, died  1995  of  an- 
eurysm 2  days  before  her 
mother     Dorothy     Kidder's 
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death  from  cancer.  Both  were 
well-known  Washington 

philanthropists. 


Lilly 


$1.7  billion 

Eli  Lilly  &  Co.  Indianapolis  et  al. 
Colonel  Eli  Lilly,  Ci%il  War 
veteran,  started  making  Lilly 
Pills  1876.  Son  Josiah  took 
over  in  1898,  introduced  first 
commercial  insulin  in  1920s. 
Leader  in  barbiturates  1930s, 
antibiotics  1940s,  Salk  polio 
vaccine  1950s.  Many  legal 
problems  1970s,  1980s. 
Added  medical  devices,  diag- 
nostics. Introduced  antide- 
pressant wonder  drug  Prozac 
in  1988.  Family  no  longer  in 
management  but  heavily 
involved  in  philanthropy. 


Louis 


$1.4  billion 

Johnson  Wax.  Winnetka,  III. 
Wife,  3  children,  8  grandchil- 
dren of  John  Jcffry  Louis  Jr. 
(d.  1995),  maternal  descen- 
dant of  Johnson  Wa.\  fortune 
(see  first  cousin  Samuel  John- 
son). Late  Louis  worked  in 
dad's  advertising  agency;  then 
4  years  Johnson  Wax  intcrna- 
tional  marketing.  Had  change 
of  heart,  became  venture  capi- 
talist 1960.  Put  money  in 
more  than  24  companies  over 
next  20  years:  "4  or  5  succeed- 
ed." Hit  pay  dirt  when  Com- 
bined Communications  (bill- 
boards, TV,  newspapers,  radio) 
was  merged  with  Gannett 
1981.  Family  still  owns  30% 
S.C.  Johnson  &  Son;  some 
income  feeds  investment  port- 
folio managed  by  son,  John 
Jeffh'  III. 


Lykes 


$1.1  billion 

Banking,  real  estate. 

Tampa,  New  Orleans 

Physician  Howell  Tyson  Lykes 

(d.  1907)  inherited  500  acres 

Florida  land,  gave  up  practice 


for  ranching  1870s.  Made  for- 
tune with  7  sons  shipping 
cattle  to  Cuba.  Lost  island 
holdings  to  Castro's  revolu- 
tion. Luckily,  Lykes  Bros,  had 
diversified:  insurance,  real 
estate,  citrus  groves,  banking. 
Family  scion,  grandson 
Thompson  Lykes  Rankin 
(once  dubbed  "Mr.  Icicle") 
recently  lost  control  of  com- 
pany. First  nonfamily  CEO, 
M.  Lenny  Pippin,  took  over 
last  year.  Holdings  still  benefit 
some  250  heirs. 


Mandel 


$1.3  billion 

Premier  Industrial  Corp. 
Shaker  Heights,  Ohio 
Brothers.  Youngest,  Morton, 
dropped  out  of  Western 
Reserve  U.  1940  to  join  Joe 
and  Jack  in  buying  uncle's 
auto-parts  business  for  $900; 
went  public  1960.  Bought 
Newark  Electronics  1968  to 
expand  beyond  auto  parts: 
provides  hard-to-find  electron- 
ics parts  to  mostly  low-volume 
customers.  Heavy  emphasis  on 
customer  service.  Morton: 
"It's  really  right  to  kill  yourself 
for  your  custcjmcrs."  Jack  and 
Joe  chaired  finance,  executive 
committees.  Merged  Premier 
Industrial  with  England's  Far- 
nell  Electronics  in  1996.  Now 
Premier  Farnell  Pfc.  Morton 
remains  deputy  chairman. 
Major  donors  to  Jewish  causes, 
urban  renewal  in  Cleveland. 


McGraw 


$1.2  billion 
McGraw-Hill  Cos. 
New  York  City  et  al. 
Heirs  of  James  H.  McGraw, 
schoolteacher  who  sold  maga- 
zine subscriptions  1800s.  Took 
stake  in  ailing  railroad  publica- 
tion in  lieu  of  back  pay  1888; 
revived    it.    Acquired    other 
trade  publications.  Founded 
McGraw-Hill    with    partner 
John  Hiir  1909.  Introduced 
Business    Week    2    months 


before  1929  stock  market 
crash  (Black  Tuesday).  Now 
world's  largest  educational 
publisher:  38  trade  magazines, 
4  TV  stations,  book  publish- 
ing, CD-ROMs,  on-line  data- 
base services,  Internet.  Sales 
over  S3  billion.  Great-grand- 
son Harold  III  (Terry),  49,  is 
president,  chief  operating  offi- 
cer. Family  owns  nearly  20%. 


Mead 


$1  billion 

Consolidated  Papers. 
Wisconsin  Rapids,  Wis. 
Illinois  furniture  salesman 
George  W.  Mead  (d.  1961) 
took  over  father-in-law's  dam 
construction  and  paper  mill 
business  1902.  Built  first  elec- 
trically powered  paper 
machine;  reinvested  profits. 
Company  expanded,  modern- 
ized. Grandson  George  II,  70, 
president  1966;  chairman  since 
1971.  Modest  fellow;  flies 
coach  unless  frequent-flier 
points  bump  him  up  to  first 
class.  Now  North  America's 
largest  producer  of  coated 
printing  paper,  "proud  of  sup- 
plying Forbes  for  many  years." 
Family  stake  owned  by  about 
80  scattered  heirs. 


Meijer 


$1  billion 

Retailing.  Grand  Rapids,  Mich. 
Meijer  family's  grocery,  dis- 
count stores  pioneered  one- 
stop-shopping  concept.  Now 
head-on  a.ssault  by  Wal-Mart, 
Target,  Kmart  dampening  sales. 
Fortune  started  by  Hendrik 
Meijer,  who  emigrated  from 
HoUand  1907.  Opened  barber- 
shop 1914,  added  groceries 
during  Depression  to  pay  rent. 
Food  went  over  better  than  the 
haircuts.  Now  over  100  super- 
centers,  nee  hypermarkets. 

Mellon 

$6.2  billion 

Finance.  Pittsburgh  area 


Andrew  Mellon's  grandfather 
arrived  in  the  U.S.  in  1818. 
His  son  Judge  Thomas 
Mellon  studied  law,  attended 
Western  University  (now 
University,  of  Pittsburgh), 
began  investing  in  coal,  real 
estate.  Successful  enough  to 
start  own  bank  (T  Mellon  & 
Sons,  predecessor  of  today's 
Mellon  Bank).  Resigned 
common  pleas  judgeship 
1869:  "I  was  making  too 
great  a  pecuniary  sacrifice." 
Sons  Andrew  and  Richard  B. 
developed  holdings  into  1  of 
3  largest  pre -World  War  I 
American  fortunes  (Rocke- 
feller and  Vanderbilt  were 
other  2).  Andrew  created 
financial  institutions;  early 
venture  capital  projects 
included  Gulf  Oil,  Alcoa. 
Named  U.S.  Treasury  Secre- 
tary, served  1921-32.  Exon- 
erated of  income  tax  fraud 
charges  after  his  death  in 
1937.  Richard  King,  son  of 
Richard  B.,  managed  family 
business  for  3  decades: 
merged  existing  banks,  cen- 
tralized control  in  Pittsburgh. 
Revitalized  Pittsburgh, 

instrumental  in  over  $160 
million  going  to  Carnegie- 
Mellon  University. 


Mennen 


$1.7  billion 

Mennen  Co.  Morristown,  N.J. 
Gerhard  Mennen  arrived  in 
New  York  in  1871  at  age  15. 
Worked  for  apothecary, 
bought  drugstore  in  Newark 
on  installment  plan  for  $1,600. 
Started  company  in  1878. 
Known  for  packaging  innova- 
tions: first  canned  talcum 
powder,  shaving  cream  in  a 
tube,  stick  deodorant.  Eventu- 
ally made  big  toiletries  name: 
Speed  Stick,  Skin  Bracer. 
Fierce  competition  in  growing 
market  led  family  to  sell  in 
1992.  Buyer:  Colgate-Palmo- 
live, for  $670  million,  80%  in 
stock.  No  Mennens  remain  on 
Colgate  board. 
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Antique  American  Frames: 

Identification  and 

Price  Guide 

by  Eli  Wilner  with 
Men^n  Kaufman 
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This  book  contains  historic 
information  on  period 
frames,  clear  and  extensive 
descriptions  of  specific 
frames,  advice  on  how  to 
spot  a  valuable  frame,  tips 
on  how  to  document  old 
frames,  trade  secrets  on 
cleaning  and  restoration,  as 
well  as  a  guide  to  prices. 
Whether  you're  looking  to 
expand  your  appreciation 
of  fine  American  frames  or 
are  searching  for  discarded 
treasures  in  attics  and  flea 
markets,  this  book  contains  a 
wealth  of  useful  information. 


Softcover,  228  pages 
over  100  photographs  with  an  8-page 
color  insert  published  by  Avon  Booi<s 

Please  send  a  check  for  $1H  to: 

Eli  Wilner  &  Company 
Period  Frames  and  Mirrors 

1525  York  Avenue 
New  York.  NY  10028 

212.744.6521    Fax  212.628.0264 
E-mail:  Eli.Wilner@worldnet.att.net 


Nordstrom 

$1.9  billion 
Mailing.  Seattle 

Family's  retail  stores  famous  for 
unparalleled  customer  sertice, 
but  with  recent  earnings  slump, 
some  wondered  if  the.  pamper- 
ing had  gone  too  far.  Over- 
hauled women's  merchandise, 
sales  back  on  upswing. 
Founder  John  W.  Nordstrom 
emigrated  from  Sweden  1888 
with  $5;  learned  English  as 
mine  worker,  lumberjack;  made 
$13,000  in  1896  Klondike 
gold  rush.  Opened  Seatde  shoe 
store  1901;  retired  1928.  His  3 
sons  built  into  largest  indepen- 
dent U.S.  shoe  chain  by  1963. 
Family  company  diversified 
into  specialit)'  retailing,  adding 
women's  fashions;  menswear 
1968.  Public  1971.  Now  88 
upscale  stores,  expected  to  best 
1996  sales  of  $4.5  billion. 

Norris 

$1.2  billion 

Lennox  International.  Texas  area 
D.W.  Norris,  owner  of  Mar- 
shalltown,  Iowa  Times-Repub- 
lican, helped  father-in-law  get 
job  by  buying  coal  furnace 
patent  from  machinist  inventor 
Davis  Lennox  for  $40,000. 
Pioneered  sheet-metal  fur- 
naces; huge  success  when  U.S. 
moved  to  central  heating.  Son 
John  W.  Norris  de^•eloped  oil 
and  gas  furnaces  1930s.  Later 
refrigeration  and  air  condition- 
ers. Also  own  Heatcraft  and 
Armstrong  Air  Conditioning. 
Sales  now  estimated  at  over 
$1.7  billion.  Ownership  is 
shared  by  more  than  175 
tamih-  members. 


Phipps 


$4.5  billion 
Money  management. 
New  York,  Florida  et  al. 
Henry  Phipps,  son  of  Philadel- 
phia   cobbler,    neighbor    of 
Andrew    Carnegie,    became 
steel  titan's  accountant,  busi- 


ness partner.  Cleared  $50  mil- 
lion when  Carnegie  sold  steel 
mills  to  J. P.  Morgan  1901. 
Created  Bessemer  Trust — 
affectionately  named  after 
steelmaking  process — for  5 
children  1907.  BT  1  of  3 
banks  overseen  by  Bessemer 
Group.  BG  took  in  other 
clients,  grew  exponentially; 
$13.9  billion  (assets)  1996. 
Turned  in  17.6%  return  for  its 
high-net-worth  customers 
1996.  Grandchildren  Howard 
Jr.  (now  vice  chairman  of 
board)  and  Anne  Phipps  Sida- 
mon-Eristoff  each  worth 
about  $450  million.  Over  100 
fifth-generation  Phippses  (now 
including  Guests,  Mannings, 
Martins)  share  rest  of  fortune. 


Pulitzer 


$1.2  billion 

Pulitzer  Publishing  Co. 
St.  Louis  et  al. 

Descendants  of  Hungarian 
immigrant  Joseph  Pulitzer  (d. 
1911),  who  purchased  bank- 
rupt St.  Louis  Dispatch  in 
1878  for  $2,500,  began  heaw 
emphasis  on  muckraking. 
Founded  Columbia's  journal- 
ism school  1903.  Also  created 
and  maintained  Pulitzer  Prize. 
Grandson  Joseph  (d.  1993) 
continued  tradition  as  crusad- 
ing paper,  mission  to  "illumi- 
nate dark  places."  Public  offer- 
ing in  1986  amid  family 
dissension.  Brother  Michael 
now  o^'ersees  1 5  dailies,  9  TV 
stations,  5  radio  stations. 
Minority-  o\\ners  of  future 
expansion  baseball  franchise 
Arizona  Diamondbacks. 


Reed 


$1.3  billion 
Timber,  paper.  Seattle 
Descendants  of  Sol  G.  Simp- 
son, cofounded  Simpson 
Timber  with  brother  1890. 
"Sleepy  lumber  company" 
until  1950s,  when  it  diversified 
into  papermaking.  Known  for 
bargain  hunting,  buying  tim- 
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manage  mutual  funds.  www.aimfunds.com 

is  is  how  we  do  it:  We  study  the  rood  and  set  a  course—the  best  way  to  go. 
ce  the  course  is  set, 
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berland  at  fire-sale  prices.  Paper 
business  hurting  this  year,  but 
family  fortune  anchored  by 
more  than  760,000  acres  of 
timberland,  much  of  it  valuable 
California  redwood.  Great- 
grandson  William  Reed,  57, 
bought  out  last  few  outside 
shareholders  after  legal  contest 
1987.  Company  now  owned 
outright  by  family. 

Richardson 

$1  billion 

Inheritance.  Greensboro,  N.C.; 
Connecticut 

Descendants  of  teacher- 
turned-pharmacist  Lunsford 
Richardson,  who  bought 
drugstore  1890s.  Widi  $8,000 
savings  founded  Vicks  Family 
Remedies  in  1905  (name 
picked  from  ad  for  Vick's 
seeds).  Main  product:  Vicks 
VapoRub,  aromatic  ointment; 
big  hit  during  flu  epidemic 
1918-19.  Family  added  other 
over-the-counter  products. 
Sold  to  Dow  Chemical  1981 
for  $80  million  in  stock. 
Merged  into  P&G  for  $400 
million.  Family  also  has  hold- 
ings in  Lexington  Global  Asset 
Managers,  Chartwell  RE 
Corp.,  Vanguard  Cellular. 
Over  200  heirs  share  fortune. 

Rockefeller 

$7.2  billion 

Standard  Oil.  New  York  City  at  al. 
Descendants  of  America's  first 
biUionaire,  Tohn  D.  Rocke- 
feller, founder  of  Standard  Oil. 
Thrifty  accounting  clerk  set  up 
merchant  grain  business  1858. 
With  $4,000  capital,  made  first 
investment  in  oil  refining. 
Seven  years  later:  Standard  Oil. 
Furor  led  by  muckrakers 
forced  breakup  1911.  Only 
son,  John  Jr.,  married  Abby 
Aldrich,  daughter  of  Senator 
Nelson  Aldrich.  Father  and 
son  donated  over  $  1  billion  to 
charity.  John  D.  Jr.  had  6  chil- 
dren: daughter  Abby,  5  sons 
(the     Brothers):     J.D.     Ill, 


Nelson,  Winthrop  (all 
deceased),  Laurance  and  Da\id 
(see  both).  Nelson:  (Rock\',  d. 
1979),  4-term  liberal  GOP 
N.Y.  governor.  Vice  President 
under  Ford.  John  D.  FV:  son 
ofJohnD.  lll(d.  1978),  sen- 
ator (D-W.Va.),  also  W.  Va. 
governor  1977-84.  David  Jr.: 
apparent  leader  of  his  genera- 
tion (a.k.a.  the  Cousins).  Made 
wise  investments  through 
Rockefeller  Financial  Services, 
family  money  manager.  John 
Sr.'s  brother  William  (d. 
1922),  left  inheritance  believed 
to  be  at  least  $500  million. 

Scripps  (E.W.) 

$3.6  billion 
Publishing.  Cincinnati 
Descendants  of  E.W.  Scripps 
(d.  1926),  founded  Cleveland 
Press  in  1878  at  age  24.  Built 
Scripps  Howard  newspaper 
chain,  at  one  time  the  country's 
largest.  Also  founded  UPI. 
Family  feuds  a  longstanding 
tradition.  E.W.  had  bitter  split 
with  half-brother  James  {see 
J.E.  Scripps  family) .  Other  chil- 
dren broke  away  at  E.W.'s 
death.  Latest  fight  over  Scripps 
League  newspapers,  privately 
held  chain  of  local  dailies 
founded  by  James,  son  of  E.W. 
Chain  was  sold  to  Pulitzer  Pub- 
lishing last  year  for  $216  mil- 
lion. Barry,  52,  a  great-grand- 
son of  the  founder,  had 
expected  to  head  Scripps 
League,  now  suing  family. 
Today  Scripps  runs  15  dailies  in 
11  states.  Grandson  of  E.W., 
Edward  W.  Scripps,  died  in 
September  at  age  88.  Family 
trusts  that  control  majorit)'  of 
the  company  terminate  upon 
the  death  of  the  last  of  E.W.'s 
other  grandchildren. 

Scripps  (J.E.) 

$1  billion 

Newspapers.  Detroit  et  al. 
English     immigrant     James 
Edmund  Scripps  arrived  in  Illi- 
nois  1844.   Started   Detroit 


News  1873,  kep^  stories  short, 
simple  for  minimally  educated 
factory  workers.  Circulation 
rocketed  to  5  times  nearest 
competitor's.  Formula  worked 
in  Cleveland,  Cincinnati,  other 
cities.  Bitter  split  with  half- 
brother  E.W.  (seej\  J.E. 
merged  with  other  papers, 
built  Evening  News  Associa- 
tion. Great-grandson  Peter 
Bruce  Clark  sold  to  Gannett 
for  $717  million  1986.  George 
Booth,  Scripps  executive  who 
married  into  family,  started 
Booth  Newspapers,  sold  to 
Newhouse  for  $300  million 
1976.  Fortune  spread  among 
more  than  200  relatives. 

Searle 

$1.5  billion 

Inheritance,  drugs.  Chicago 
Gideon  Daniel  Searle  bought 
tiny  Indiana  drugstore  1888. 
Became  drugmaker  G.D. 
Searle.  Grandson  John  devel- 
oped motion -sickness  remedy 
Dramamine;  also  first  oral  con- 
traceptive. His  son  Daniel 
CEO  1966-77:  bad  acquisi- 
tions, FDA  probe  black  eye  for 
company.  Turnaround  led  by 
former  defense  secretary 
Donald  Rumsfeld.  Sold  to 
Monsanto  1985.  Fortune  now 
splintered.  Daniel  being  sued 
by  heirs  of  a  Dutch  art  collec- 
tor who  claim  Searle's  Degas 
painting  "Landscape  with 
Smokestack,"  which  he 
acquired  through  an  art  dealer, 
was  actually  stolen  from  their 
family,  Holocaust  victims. 


Smith 


$4  billion 

Illinois  Tool  Works.  Chicago  et  al. 
Descendants  of  Solomon  A. 
Smith,  early  president  Mer- 
chants' Savings,  Loan  &  Trust 
Co.  Son  Byron  founded 
Northern  Trust  1889. 
Financed  2  Swedish  toolmak- 
ers  to  form  Illinois  Tool  Works 
1912;  later  took  control. 
Expanded     into     fasteners. 


screws,  washers.  Great-grand- 
son Harold  (d.  1990)  diversi- 
fied into  packaging  systems, 
engineering  components,  med- 
ical and  computer  supplies. 
Harold  Smith  Jr.,  63,  (Prince- 
ton, Northwestern  M.B.A.) 
now  heads  Illinois  Tool  Works 
executive  committee. 


Upjohn 


$1.3  billion 

Upjohn  Co.  Kalamazoo,  Mich,  et  al. 
Descendants  of  William  Eras- 
tus  Upjohn,  inventor  of  the 
first  dissolvable  pill.  Founded 
Upjohn  Pill  &  Granule  Co. 
with  brothers  in  1885,  later 
bought  them  out.  Company 
went  public  1958.  Developed 
Phenolax  mint  laxative  in 
1908,  Rogaine  baldness  treat- 
ment in  1988,  injectable  con- 
traceptive Depo-Provera  in 
1993.  Upjohn  merged  with 
Swedish  company  Pharmacia 
AB  in  a  1995  stock  swap. 
Family  still  represented  on 
board  of  Pharmacia  & 
Upjohn.  Revenues  under  pres- 
sure due  to  patent  expirations 
on  Halcion  (sleeping  pill), 
Xanax  (antianxiety),  Ansaide 
(anti-inflammatory)  and 

Micronase  (diabetes).  But  new 
drugs  to  pick  up  the  slack: 
Xalatan  for  glaucoma  and 
Camptosar  for  colon  cancer. 

Weyerhaeuser 

$1.6  billion 

Timber,  paper.  St.  Paul,  Tacoma  et  al. 
German  immigrant  Frederick 
Weyerhaeuser  (d.  1914) 
bought  900,000  acres  timber- 
land  at  $6  per  acre  from  rail- 
road pioneer  James  J.  Hill 
1900.  Merged  several  compa- 
nies to  form  Weyerhaeuser  Co. 
Pioneered  tree-farming  tech- 
niques 1940s,  won  grudging 
praise  from  some  emironmen- 
talists.  In  words  of  one:  "The 
best  of  the  s.o.b.s."  Pacific 
Northwest  juggernaut.  For- 
tune spread  among  more  than 
260  heirs.  ^B 
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It  s  important  to  ieed  the  Avorld; 
its  just  as  important  to  preserve  it. 


With  new  technology  and  more  efficient  farming  methods,  the 
American  farmer  is  producing  more  food  without  using  more  land. 
In  fact,  high  yield  farming  and  efficient  food  processing  have 
already  saved  15  million  square  miles  of  wildlands  worldwide — 
and  all  the  plants  and  animals  that  call  them  home. 


A.l)i^  supports  precision  farming  melhods,  Co 

soil  conservation,  ana  the  ever  productive  American  farmer. 
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Easy  come,  easy  go 


Died 


Allen,  Herbert  Sr. 

Investments.  New  York  City. 
Died  in  January,  age  88.  Allen 
&  Co.  in  hands  of  son  Her- 
bert, Jr.  (see). 

Cooke,  Jack  Kent 

Real  estate,  investments. 

Middleburg,  Va. 

Died  in  April  of  heart  disease, 

age  84.  Left  most  of  estate  to 

foundation. 

du  Pont,  Alexis 
Felix  Jr. 

Inhieritance.  Wilmington,  Del. 
Died  last  year,  age  91  (see  sister 
Alice  Mills). 

Helmsley,  Harry 
Brakmann 

Real  estate.  New  York  City. 
Died  in  January,  age  87.  Left 
most  of  $L8  billion  estate  to 
wife,  Leona  (see). 

Magness,  Bob  John 

Cable  TV.  Englewood,  Colo. 
Died  in  November  of  lym- 
phoma,  age    72.    Future   of 
estate  uncertain,  wife  and  kids 
contesting. 

Pennington,  Claude 
B.  (Doc) 

Oil.  Baton  Rouge. 

Died  in  August,  age  97.  Estate 

now  run  by  wife,  Irene  (see). 


Left 
behind 


Davidson,  Janice  G.     Engelhard,  Jane  B. 


Albertson, 
Kathryn  M. 

Albertson's  grocery  chiain. 

Boise,  Idaho.  90 

Donated  her  21  million  shares 

of     Albertson's     stock     to 

foundation. 

Chowdry,  Michael 

Atlas  Air.  Denver.  42 
Problems    with   aging  Atlas 
cargo  jets  grounded  his  net 
worth. 


Software.  Torrance,  Calif.  53 
With  husband,  Robert,  sold 
their    educational    software 
maker,  but  combined  holdings 
well  short  of  1997  cutoff 

Davidson, 
Robert 

Software.  Torrance,  Calif.  53 
(see  Janice  Davidson) 

Dixon,  Fitz 
Eugene  Jr. 

Inheritance. 
Lafayette  Hill,  Pa.  74 
Portfolio  failed  to  keep  pace 
with  rising  minimum. 


Coulter,  Wallace  H.      Ebrahimi,  Farhad  F. 


Medical  equipment.  Miami.  84 
Capital  gains  tax  bite  from  sale 
of  Coulter  Corp.  will  drag 
down  net  worth  estimate. 


Quark  Inc.  Denver.  58 
Competitor    Adobe,    Apple 
computer  woes  and  transition 
to  Windows  slowing  growth. 


Inheritance.  Far  Hills,  N.J.  79 
Lack  of  business  activity  drops 
her  from  the  rankings. 

Engelstad,  Ralph  L. 

Casino,  hotel.  Las  Vegas.  67 
He  goes  as  Vegas  goes,  and 
gambling  has  cooled. 

Feeney,  Charles 

Duty  Free  Shoppers.  London.  56 
Gave  bulk  of  holdings  to 
charity. 

Fisher,  Larry 

Real  estate.  New  York  City.  90 
Now  a  family  fortune,  shared 
with  brother,  Zachary,  sister- 
in-law,  Emily. 

Fisher,  Zachary 

Real  estate.  New  York  City.  87 
(see  Larry  Fisher) 

Foss,  Donald 

Car  loans. 

Farmington  Hills,  Mich.  53 

His  CAC  stock  down  sharply. 

Friedman, 
PhyUis  K. 

Inheritance.  San  Francisco.  74 
Her  share  of  jeansmaker  Levi 
Strauss  not  enough  to  stay 
on  list. 

Frost,  Phillip 

Pharmaceuticals. 
Miami  Beach.  61 
Investments  in  Ivax,  Pan  Am 
struggling. 
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SPEED  JSRd  raRFORMANCE 

THE  DIFFERENCE  BETWEEN  PREDATOR  AND  PREY. 


It's  a  jungle  out  there... and  only  the  fittest  -  and  fastest  -  will 
sun/ive.  That's  why  smarter  consumers  are  turning  to 
Brother  s  business  class  laser  printers. 

Thanks  to  the  razor-sharp  quality  of  true  600  dpi  printing, 
and  1200  dpi  class  graphics  quality,  every  bit  of  output  our 
printers  produce  have  an  unparalleled  level  of  crispness  and 
definition.  But  were  not  just  about  quality,  we're  also  about 
performance. 

No  matter  if  you  choose  the  cost-effective,  6  page  per 
minute  HL-760  or  the  1 0 
page  per  minute  HL-1 060 
with  dual  bin.  400 
sheet  capacity,  you'll    A 
be  getting  our  award- 
winning  Straight 
Paper  Path  Technology  - 
a  system  that  revolutionized 
laser  printing  because  it  hl-760  hl 


can  print  on  virtually  anything  from  postcards  to  9"  x  12"  envelopes. 

Need  a  bit  more  speed?  Our  HL-1 660  prints  at  a  blazing 
1 7  pages  per  minute,  and  it  uses  the  same  toner  cartridge 
as  the  HP  Laserjet  5. 

And  if  you're  not  the  only  cat  in  your  jungle,  you'll  be  happy  to 
know  that  the  HL-1 660  can  also  handle  demanding  multi-user 
and  network  environments*  with  its  high  capacity  paper  handling 
and  optional  duplexing  capabilities.  The  HL-1 660  is  a  printer  that 
will  make  you  king  of  your  jungle. 

But  no  matter  which  one  of  our 
laser  printers  you  choose,  rest 
assured  you'll  be  getting  exactly 
[        what  you  need  to  conquer  the 
most  demanding  of  jungles. 


HL-1060 


HL-1660 


'With  proper  network  interface. 
All  specifications  quoted  are  under 
optimal  conditions. 


For  more  information,  please  call  the  Brother  fax-back  system,  1 .800.521 .2846  or  visit  our  web  site  at  http://www.brother.com 


We're  at  your  side. 


BROTHER  INTERNATIONAL  CORPORATION,  SOMERSET  NJ  ■  BROTHER  INDUSTRIES,  LTD.,  NAGOYA  JAPAN 
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Giannulli,  Mossimo 

Clothing. 

Los  Angeles.  33 

His  Mossimo  stock  unraveled. 

GiU,  Timothy 

Quark  Inc.  Denver.  43 
(see  Farhad  Ebrahimi) 

Gosman,  Abraham 

Health  care. 

Palm  Beach,  Fla.  68 

Fortune  estimated  at  $470 

million,  S5  million  short  of 

minimum  (see  p.  372). 

Hollingsworth, 
JohnD. 

Textile  machinery. 
Greenville,  S.C.  79 
International  expansion  a  bust. 

Hyde,  Joseph  R.  Ill 

Auto  parts.  Memphis.  54 
Fortune  estimated  at  $470 
million  (see  p.  372). 

Jones,  Jerral  W. 

Oil  and  gas.  Dallas.  55 

His   football    Cowboys   not 

enough  to  keep  him  on  list. 

Kamins,  Philip  £. 

Plastics.  Beverly  Hills.  61 
Failed    to    keep    pace    with 
minimum. 

Lopker,  Pamela  M. 

Software.  Carpinteria,  Calif.  43 
Took  QAD  public,  but  more 
shares  held  by  husband  than 
believed  last  year. 

Mandel,  Jack  N. 

Premier  Industrial  Corp. 
Shaker  Heights,  Ohio.  85 
With    brothers    Joseph    and 
Morton,  a  family  fortune. 


Harry  and  Leona  Helmsley 

Harry  died  in  January,  leaving  Leona  a  fractious  empire. 


Mandel,  Joseph  C. 

Premier  Industrial  Corp. 
Lyndhurst,  Ohio.  83 
(see  Jack  Mandel) 

Mandel,  Morton  L. 

Premier  Industrial  Corp. 
Shaker  Heights,  Ohio.  76 
(see  Jack  Mandel) 


Noorda, 
Raymond  J. 


Novell  Inc.  Prove,  Utah.  73 
Fortune  estimated  at  $450 
million  (see  p.  376). 


I  Phipps,  Howard  Jr. 

§  Bessemer  Trust. 

\  Old  Westbury,  N.Y.  63 

2  With  sister  Anne  and  a  hun- 
dred other  heirs,  now  a  family 
fortune. 

Pritt,  Frank 

Attachmate.  Seattle.  55 

His     networking     company 

having  difficulties. 

Rowling,  Reese  M. 

Oil  and  gas. 
Corpus  Christi,  Tex.  69 
Fortune  now  overseen  by  son 
Robert  (seep.  324). 

Sidamon-Eristoff, 
Anne  Phipps 

Bessemer  Trust. 

Hew  York,  N.Y.  65 

(see  Howard  Phipps  Jr.) 


Pasculano,  Lynne         Simon,  Herbert 


Auto  parts.  Greenwich,  Conn.  56 
Fortune  estimated  at  $465 
million  (seep.  374). 


4 

1 

^mm            '" 

Pamela  Lopker 

She  removed  her  vanity  plates  after  making 

Forbes'  list  last  year.  You  can  put  'em  back  on,  Pam. 


Shopping  centers. 

Indianapolis.  63 

Net  worth  overvalued  last  year. 

Skaggs, 
I  Leonard  S.  Jr. 

American  Stores. 

Salt  Lake  City.  74 

Gifted  much  of  his  American 

Stores  stock. 

Subotnick,  Stuart 

Metromedia.  New  York  City.  55 
John  Kluge's  key  man  sur- 
passed by  other  members. 

Sykes,  John  H. 

Computer  support.  Tampa.  61 
Passed      up      by      stronger 
fortunes. 

Weis,  Robert  F. 

Weis  Markets.  Sunbury,  Pa.  78 
Failed    to    keep    pace    with 
minimum.  ^B 
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rhanks  to  the  fact  that  it's  pressed  from  a  nickel        Wherever  you  turn,  in  fact,  nickel  is  there:  toys, 

naster.  a  compact  disc  recreates  music  precisely        subway  trains,  plane§,  electrical  components/ surgical . 

IS  It  was  recorded.  It  s  just  one  more  way  Inco  nickd,  :    instruments  -  the  list  goes  on:  Or,  shotild  we  say;  tlietjeat" 


laster,  a  compact  disc  recreates  music  precisely 
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ee,  nickel  and  its  alloys  are  in 


iOO,000  products,  and 


ire  in  increasing 
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'Cui^'y':^< 


^'  arid  in  Indonesia. 


1^5-^^: 


'f^-» 


In  fact,  we  are 


world's  manufacturers. 


.y      •    ... 

increasing  our  annual 


particularly'  -in    Asia.    From 

the  nickel  powder  itv  rechargeable' batteries  for 
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'-'rtickel  .production    capacity 
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dramatically.  For  the  complete  growth  story, 


cell  phones,  laptop  computers  and  electric  cars,  to        please  call  us  today  at  1-800-36 1-INGO  for 


the  stainless  steel  that's  a  favored  material  among        our  annual  report.  Or  visit  www.incoltd. 


com. 


designers  of  both  cutlery  and  skyscrapers  alike. 
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Second  stringers 


Abraham  Gosman 

$470  million 

Health  care.  Palm  Beach,  Fla.  68 
Divorced,  remarried;  2  sons 
Russian  immigrants'  son  got 
into  nursing  home  business 
after  college;  over  1,100  beds 
by  1968.  Moved  into  rehab 
centers  in  1970s  when  alco- 
holism was  declared  a  disease. 
Sold  rehab  outfit  Mediplex  to 
Avon  Products  in  1986  for 
$245  million.  Bought  it  back  in 
1989  for  $48  million,  sold  it  to 
Sun  Healthcare  5  years  later  for 
$315  million.  Current  opera- 
tions include  Meditrust  REIT 
and  physician  practice -manage- 
ment company  PhyMatrix. 
Sons  run  health  care  real  estate 
business  CareMatrix.  Recently 


remarried;  has  no  plans  to 
retire:  "Think  of  me  as  a  young 
Sumner  Redstone"  (see). 

Joseph  Reeves 
Hyde  III 

$470  million 
Auto  parts.  Memphis.  54 
Twice  divorced,  remarried; 
3  children 

Joined  Malone  &  Hyde,  1965, 
wholesale  food  company  start- 
ed by  grandfather  1907.  "Pitt" 
initiated,  dc\cloped  specialty' 
retailing  division,  expanded 
into  auto  parts  stores.  Became 
president  when  father  fell  ill 
1968.  By  1972  youngest  chair- 
man of  any  NTSE-listed  com- 
pany. With  RKR,  LBOed 
Malone    &    Hvde;    sold    to 


Fleming  Cos.  for  S600  million 
4  years  later.  Took  Autozone 
pubhc  1991.  Today  1,728 
stores  in  32  states.  Pitt  retired 
this  March.  Chairs  executive 
committee  National  Civil 
Rights  Museum;  funds  UNC 
scholarships. 

Gloria  Joseph 

$470  million 

Mercury  General  Corp. 

Los  Angeles  area.  73 

Divorced,  5  children 

Ex-wife  of  Mercury  General 

founder  George  Joseph  (see). 

She  held  executive  posts  at 

Mercury     from     company's 

founding  in  1962  until  1985 

divorce,  same  year  Mercury 

went  public.  Received  half  of 


husband's  shares  under  Cali- 
fornia community'  propert}- 
law;  owns  17%  of  company. 
Share  price  doubled  in  past 
\'ear,  thanks  largely  to  changes 
in  California  law  forcing  unin- 
sured drivers  to  get  coverage. 
Ultraprivate,  but  remains  on 
board  of  what  is  now  Califor- 
nia's seventh-largest  insurance 
company. 

Ralph  J.  Roberts 

$465  million 

Comcast.  Coatsville,  Pa.  77 

Married,  5  children 

After  2  years  of  flagging  stock 

price,  Roberts'  Comcast  given 

big  boost  in  June  after  Bill 

Gates    invested    $1    billion. 

Graduated   Wharton    1941, 
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Your  spare  time  is  your  business.  Automation  is  ours. 

As  the  leader  in  storage  automation.  Exabyte  designs  libraries  for  people  like  you. 
People  who  want  eitsy  hardware  integration,  exceptional  performance,  and  a  clear  upgrade 
path.  Leaving  you  free  to  concentrate  on  other  tilings  —  like  the  road,  for  example. 
With  capacities  from  70  GB  to  3.2  TB  and  data  transfer  rates  up  to  86.4  GB/hour, 
Exiibyie  libraries  are  an  unmistakable  match  for  UNIX  systems  and  tlie  *1  choice  for  NT 
Our  Ubniries  rely  on  intelligent  robotics  for  fully  automated,  "hands-free"  backup  and  fast 
file  retrie\-;il.  And  they're  compatible  with  a  variety  of  software  applications  in  every 
client/ser\  er  platform. 

Feel  the  freedom  that  our  customers  have  come  to  expect.     Exabyte,  the  leader  in 
automated  data  storage  solutions. 

Call  1-800-EXABYTE  for  an  Exabyte  Library  Advantage  kit,  and  receive 
your  free  "Feel  the  Freedom"  poster  while  supplies  last. 

©1997  Exabyte  Corporation  Exabyte  is  a  trademarli  of  Exabyte  Ccrporalion,  Exabyte  Corporation,  1685  38th  Slreel,  Boulder,  Colorado  80301  USA. 


2  Exabyte' 

www.exabyte.com 
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David  Grainger 

Son  of  an  industrial  motor 
maker,  now  moving  money 
into  medical  equipment. 


served  in  Naw  during  World 
War  II.  Executive  at  Muzak, 
then  chief  executive  officer  of 
a  suspender  manufacturer. 
Entered  cable  business  in 
1963  with  $5/month  service 
in  Mississippi.  Today  nearly 
4.3  miUion  subscribers.  Also 
QVC  after  sabotaging  Barry 
Diller's  1994  QVC-CBS 
merger.  Increasingly  delegat- 
ing public  duties  to  son  Brian; 
hopes  to  hand  over  reins  by 
early  next  year. 

Lynne  Pasculano 

$465  million 

Auto  parts. 

NYC;  Greenwich,  Conn.  56 

Married,  2  children 

Daughter  of  Harr)'  Lebensfeld 


First  Encounters 
By  Davidoff 


Catherine  appeared  at  the 

ball  disguised  as  a  simple 

worTian  solely  to  learn  the  secrets 

of  those  in  her  court.  Casanova 

was  there  that  night  on  his  usual 

quest.  But  when  recognition 

occurred,  Casanova,  intrigued 

with  Catherine's  cunning  abilities, 

decided  this  was  o  woman 

worthy  of  intellectual  debate. 

And  so  began  the  competition 

over  who  had  had  the  most 

lovers.  Hours  and  many  good 

Cigars  later,  a  man  usually  guilty 

of  patronizing  women,  was 

f  nolly  impressed  by  one. 


FOR  CORPORAn 

ACCOUNT  INFORMATION 

PLEASE  CALL  1-800-353-0061 


For  those  who  are  obsessed 
with  quality. 


I  and  fine  ctgo' 


535  NMOlSON  AVEt-lUE   NEW  YORK  212-751-906O/8CIO-5'18-'1623  •  232  VIA  RODEO.  NORTH  ROOEO  DRIVE.  BEVERLV  HILLS.  310-278-8884/800-328-0039  CATALOOUE  ORDERS.  800-328-4365  EXT  63 
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YOU  WON'T  FIND 

BETTER  QUOTES  ANYWHERE 

IN  THE  MARKET. 


'  Beware  of  the  most  dangerous 
person  in  business  -  the 
articulate  incompetent." 

Don't  hold  a  SI, 000  meeting 
to  solve  a  SlOO  problem." 

Even  if  your  entire  board  of 
directors  votes  for  a  dumb 
idea,  it's  still  a  dumb  idea." 

Any  problem  you  can  solve 
with  a  check  isn't  a  problem, 
it's  an  expense." 


'  Don't  try  to  do  something 
cheaply  that  shouldn't  be  done 
at  aU." 

If  you  keep  doing  what  you're 
doing,  you'll  keep  getting  what 
you're  getting." 

The  executive  who  works  from 
8:00  a.m.  to  8:00  p.m.  every 
day  will  be  both  very  success- 
ful and  fondly  remembered  by 
his  widow's  next  husband." 


Whether  you  are  looking  for  the  perfect  gift,  writing  a 
notivational  speech,  or  simply  giving  a  toast,  John  Capozzi's 
.lestsellers  are  a  necessary  resource  for  any  library  Because, 
the  only  thing  more  mipressive  than  what  you  find  in  these 
books,  is  what  people  get  out  of  them. 

So  what  are  you  waiting  for?  Not  only  won't  you  find 
better  business  advice  anywhere  in  the  market,  but  100% 
ot  the  royalties  from  each  book  purchased,  will  be  donated 
to  select  programs  that  provide  educational  assistance  to 
children  in  need. 


TO  ORDER  CALL  800-910-4944 


NOT  AVAILABLE 
IN  STORES 

$17.95  EACH 

HARDCOVER 


The  only  thing  more  impressive 

than  what  we  put  in  these  books, 

is  what  people  get  out  of  them. 

"A  must  for  speechwriters.  " 

Robert  Crandall 
Chairman  and  President,  American  Airlines 

"It  is  amazing  how  in  two  hours  one  can 
acquire  more  business  wisdom  than  can  be 
acquired  from  a  Ufetime  of  work" 

Victor  Doolan 
President,  BMW  of  North  America 

"Capozzi's  book  provides  an  excellent  template 
for  self-evaluation  with  just  enough  humor  to 
blunt  the  grim  realities  you  may  discover." 

Ralph  Giannola 
Vice  President  of  Marketing,  Marriott  Hotels 

"I've  lectured  all  across  America  and  I  only  wish 
I  had  this  book  sooner  Anyone  who 
communicates  in  business  must  own  this  book!" 

Wally  Amos,  Author,  Watermelon  Magic 
Founder,  Famous  Amos  Cookies 
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Maggie  Magerko  and  her  dad,  Joe  Hardy 

Like  father,  like  daughter:  The  two  have  the  same  walk, 

the  same  talk  and  the  same  tough-guy  tactics. 


(d.  1994),  Brooklyn  native, 
high  school  dropout  who 
started  at  his  father's  furniture 
firm.  Founded  UIS  in  1945 
with  purchase  of  small  desk- 
manufacturing  company  in 
Shelbyville,  Ind.  Strategy:  buy 
small  firms  with  growth  poten- 
tial. Acquired  over  20  firms  to 
form  miniconglomerate.  Major 
line  now  in  manufacture  and 
distribution  of  auto  parts:  air 
and  oil  filters,  fuel  and  water 
pumps.  Subsidiaries  include 
Airtex,  Champion  Labs.  Also 
New  England  Confectionery 
Corp.,  maker  of  Necco  wafers, 
valentine  candies.  Sales  over 
$900  million.  Husband 
Richard  Pasculano  UIS  execu- 
tive \ice  president. 

David  W.  Grainger 

$460  million 

Industrial  equipment,  real  estate. 
Skokie,  III.  70 
Married,  3  children 
Only  son  of  William  Wallace 
Grainger,  who  made  fortune 
selling  industrial  motors  to 
factories  in  1930s.  Published 
8-page    catalog    called    the 
MotorBook;  still  in  print.  Son 
David  got  electrical  engineer- 
ing   degree    U.    Wisconsin 
1950;  cut  teeth  working  for 
Indiana  utility,  then  joined 


W.  W.  Grainger  firm  1952. 
Became  chairman  1968;  diver- 
sified: added  industrial  clean- 
ing and  repair.  "The  consumer 
shouldn't  know  the  Grainger 
name."  But  customers  do: 
today  over  $3.5  billion  sales. 
Still  chairman  after  30  years; 
owns  11%  of  stock.  Also  invests 
in  medical  equipment,  real 
estate.  "I'm  in  good  health;  I 
have  no  plans  to  retire." 

William  Charles 
Morris 

$450  million 

Money  management.  New  York.  59 
Married,  3  sons 

MIT,  Harvard  Business 
School.  Headed  industrials,  oil 
and  gas  banking  groups,  then 
investment  banking  di\ision  at 
Lehman  Brothers.  With  group 
of  senior  officers,  purchased 
money  management  firm  J.  & 
W.  Seligman  at  fire-sale  price 
1988.  Initial  $5  million  invest- 
ment now  worth  estimated 
$300  million.  Hands-off, 
behind-the-scenes  CEO  at 
Seligman;  has  knack  for  pick- 
ing the  right  people  and  let- 
ting them  run  the  show. 
Assets  under  management 
have  ballooned,  ft-om  $6.5  bil- 
lion to  $23  billion  this  year. 
Scored      big     with      Carbo 


Ceramics,  maker  of  ceramic 
proppants,  spherical  granules 
used  to  keep  fractures  open  in 
natural  gas  and  oil  drilling. 
Likes  hunting,  fishing,  opera; 
shuns  the  limelight. 

Raymond  J.  Noorda 

$450  million 
Novell.  Provo,  Utah.  73 
Married,  3  children 
Served  with  U.S.  Navy  WWII; 
electrical  engineering  degree 
1949.  Early  years  worked  for 
GE  in  process  computer  activ- 
ities. Turned  around  Boschert 
Inc.,  manufacturer  of  power 
supply  systems,  sold  company 
1981.  Joined  Novell  1983  as 
president  and  chief  executive; 
revenues  shot  from  $3.8  mil- 
lion to  nearly  $1  billion  by 
1992.  After  2  failed  merger 
talks  with  Bill  Gates,  cooper- 
ated with  government 
antitrust  efforts  against 
Microsoft.  Created  Canopy 
Group:  more  than  22  high- 
tech  ventures  that  create  soft- 
ware to  support,  enhance 
Novell  products;  Caldera  most 
successful.  Litigation  contin- 
ues: last  year  filed  antitrust  suit 


against  Microsoft.  Ray  de- 
scribed as  humble  guy;  prefers 
to  play  golf  "with  Joe  Public." 

Sheldon  Henry 
Solow 

$450  million 

Real  estate.  New  York  City.  69 
Married,  2  sons 

Red-hot  NYC  real  estate 
boosting  Solow's  holdings. 
Small-fry  builder  who  bet  the 
ranch  in  1972  on  1.5  million- 
square -foot  Manhattan  sky- 
scraper, 9  West  57th  Street. 
The  city's  famous  "bell- 
bottom"  building  has  sloping 
glass  sides  and  catchy  red  "9" 
sculpture  on  sidewalk.  Long- 
time tenant  J. P.  Morgan  leav- 
ing, but  Solow  gets  premium 
rents  for  top-notch  location, 
Central  Park  views.  Sprinkling 
of  other  properties.  Modern 
art  collector. 

Margaret  Hardy 
Magerko 

$450  million 

Lumber  Eightyfour,  Pa.  31 

Married,  1  son 

Daughter  of  Joseph  Hardy, 


Conseco  Chief  Executive  Steptien  Hilbert,  sitting  pretty 

You'd  be,  too,  if  you  earned  $277  million  over  five  years. 


376 


Forbes  400  ■  October  13,  1997 


1*1* 


Investment 
Banking 


How  to  move  a  country. 


Asia  Pacific 

Wire  &  Cable 

Corporation 

Tiie  first  Taiwanese- 
owned  corporation  to 
list  on  the  NYSE 

4  BankersTrust 


Opportunity  hallway  around  the  world  is  sometimes  hard  to 
recogni-e.  When  Taiwan-based  Pacific  Electric  Wire  &  Cable 
wanted  to  take  its  international  manufacturing  operations 
public  in  the  U.S.,  they  turned  to  Bankers  Trust.  Because  we 
understand  both  global  and  local  business  dynamics,  we  were 
able  to  structure  a  deal  that  addressed  both  the  issuer's  and  the 


investors'  concerns.  Together,  we  were  able  to  devise  an  attractive  structure  at  a  time  when 
small  cap  stocks  were  nofin  vogue.  Then,  by  recommending  New  York-based  advisors, 
a  big-six  accounting  firm,  and  a  filing  schedule  similar  to  that  of  U.S.  corporations. 
Bankers  Trust  added  an  important  sense  of  familiarity  to  a  precedent-setting  transaction. 
This  positioned  the  IPO  in  a  way  that  allowed  investors  on  the  NYSE  to  feel  as  comfortable 
with  Asia  Pacific  Wire  &.  Cable  as  with  a  company  down  the  street.  To  discuss  your  global 
and  local  banking  questions,  please  contact  us. 

4  BankersTrust 

Architects  of  Value 


Institutional 
Services 


Investment 
Management 


Risk 
Management 


Trading 
&  Sales 


Private 
Client  Services 


919*>7  Bankers  Trust  New  York  Corporation  and  its  affiliated  companies. 
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cigar-chomping  founder  of  84 
Lumber,  nation's  largest  pri- 
vately held  lumberyard  chain. 
Company  famous  for  low 
overhead:  no  air-conditioning 
or  heating  in  stores.  To  save 
on  gardeners  Joe  once  bought 
cows  to  nibble  lawns  around 
house.  Fired  multiple  sclero- 
sis-stricken son  1988;  made 
way  for  favorite  child  Maggie 
to  become  president  in  1993 
at  age  27.  Father-daughter 
duo  share  special  language: 


same  brash  mannerisms,  fierce 
management  style.  Growing 
up,  tomboy  Maggie  was  her 
dad's  shadow.  Learned  busi- 
ness at  his  knee.  West  Virginia 
U.  dropout.  Then  to  work  for 
family's  luxury  resort,  Nema- 
colin  Woodlands,  1987.  At  84 
Lumber  she  has  courted  small 
builders  alongside  do-it-your- 
selfers. Contractor  sales  now 
account  for  75%  of  business, 
up  threefold  since  5  years  ago. 
Owns  80%  of  the  company. 


Stephen  C.  Hilbert 

$445  million 

Insurance,  financial  services. 
Carmel,  Ind.  51 
Thrice  divorced,  remarried; 
4  children 

Grew  up  poor,  son  of  mainte- 
nance repairman  and  tele- 
phone operator  Terre'Haute, 
Ind.  Dropped  out  of  Indiana 
State  to  sell  encyclopedias 
1964,  age  18.  Met  insurance 
salesman  in  bar,  began  selling 


policies  for  Aetna  1972. 
Identified  niche:  single-pre- 
mium deferred  annuities. 
Quit  Aetna,  opened  own 
shop,  Conseco,  with  $10,000 
loan  1979.  Took  public 
1985.  Breakneck  growth 
through  acquisition;  heavy 
leverage.  Now  $3  billion  rev- 
enues. Forbes'  highest-paid 
executive  1996.  Earned  S277 
million  last  5  years.  Also  real 
estate,  riverboat  casinos, 
horse-breeding. 
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STATE  OF  TENNESSEE 


Don  SuNDQUiST 
Governor 


October  1997 


Dear  Business  Leader: 


It  is  my  pleasure  to  welcome  you  to  Tennessee,  where  world-class  companies  and 
sav-\y  entrepreneurs  find  a  predictable  low-tax,  light-regulation  business  address 
guaranteed  to  mak^  the  most  of  investment  opportunities.  A  best-all-around 
location,  superb  transportation  network,  motivated  and  productive  workforce  and 
matchless  livability  are  just  the  beginning.  Ongoing  support  for  pro-business 
policies  by  an  accessible  and  responsive  state  government  means  that  our  business 
and  industry  partners  can  rely  on  a  stable,  competitive  operating  environment  now 
and  in  the  future. 

More  than  ever  before,  a  Tennessee  location  simply  makes  good  business  sense 
for  all  kinds  of  enterprises,  small  or  large.  So  compelling  are  the  state's  business 
advantages  that  16  of  Tennessee's  most  respected  corporate  citizens  are  lending 
their  support  to  our  efforts  to  spread  the  news  through  this  special  supplement  in 
FORBES.  Their  success  reflects  exciting  achievements  of  companies,  communities 
and  citizens  all  across  our  state  and  makes  Tennessee  a  truly  inspiring  and  reward- 
ing place  to  live  and  work. 

As  governor,  I  invite  you  to  discover  for  yourself  why  key  business  and  industry 
decision  makers  choo.se  to  invest  in  Tennessee  again  and  again.  We'd  like  the 
chance  to  tell  you  more  about  the  competitive  pro-business  advantages  a 
Tennessee  location  offers  your  company.  We're  confident  that,  upon  closer  look, 
you  too  will  agree  that  "Tennessee  sounds  good  to  me." 


Don  Sundquist 
Governor,  Tennessee 


State  Capitol,  Nashville,  Tennessee  37243-0001 
Telephone  No.  (615)  741-2001 
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Sounds    Good   to    M  e 


By  Sharon  H.  Fitzgerald 


What's  that  sound? 

It's  the  finely  tuned  purr  of  a 
1998  Altima  engine,  assembled  at 
Nissan's  new  $80  million  power- 
train  plant  in  Decherd. 

It's  the  echo  of  awe  when 
conventioneers  step  into  the 
extraordinary  Opryland  Hotel,  a 
Gaylord  Entertainment  property 
with  2,883  guest  rooms  and 
flatboat  rides  on  a  meandering 
indoor  river. 
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Advertisement 


Masatoshi  Ono 

Chairman  and 
Chief  Executive  Officer 

Bridgestone/Firestone.  Inc. 

At  Bridgestone/Firestone,  Inc. 
(BFS).  the  watchword  is  "up"  — 
as  in  higher  sales,  increased 
earnings,  inriproved  productivity 
and  more  jobs! 

Formed  in  1990.  following  the 
purchase  of  the  Firestone  Tire  & 
Rubber  Company  by  Bridgestone 
Corporation  in  1988,  BFS  moved  its 
corporate  headquarters  to  Nashville 
in  1992.  The  company  has  invested 
more  than  $2  billion  in  new  or 
upgraded  facilities,  employment 
has  increased  7%  to  45,000  and 
sales  have  climbed  53%  to  more 
than  $6.5  billion. 

With  four  consecutive  years 
of  market  share  and  sales  gains 
and  another  outstanding  year 
projected  for  1997,  BFS's  growth 
has  paralleled  its  success  on  the 
racetrack  with  Firestone's  50th  Indy 
500  victory  and  countless  other 
podium  finishes. 

• 

Whether  at  its  home  in 
Tennessee  —  where,  in  addition  to 
its  corporate  headquarters,  BFS  has 
two  tire  plants  and  employs  some 
4,000  —  on  the  racetrack  or  on  the 
highways,  Bridgestone/Firestone  is 
on  the  move! 


SmoGesTone 


Ttrestone 


It's  the  roar  of  a  FedEx  MD-11 
arriving  at  Memphis  international  Air- 
port and  the  city  where  the  global 
express  transportation  company  is 
headquartered. 

It's  the  whir  of  a  tow  motor 
unloading  imported  cargo  at  the 
Greater  Knoxville  Foreign  Trade  Zone. 

It's  the  rumble  of  a  tractor  tilling 
Tennessee  soil. 

It's  the  optimistic  crooning  of  a 
would-be  country  star. 

It's  the  rhythm  of  a  printing  press 
spitting  out  a  novel. 

What's  that  sound?  It's  the  eco- 
nomic symphony  of  Tennessee,  and  it 
sure  sounds  good  to  me. 

Tuned  In  to  Profit 

The  Volunteer 
State  is  humming 
with  investment. 
In  fact,  1996  was 
a  record  year  for 
economic  growth 
—  more  than 
28,000  new  jobs 
were  created 
through  invest- 
ments totaling 
$4.3  billion.  This 
year  promises  to 
be  a  chart-topper, 
too.  During  the 
first  six  months  of 
1997,  capital 
investments  hit 
$1,878  billion  — 
the  highest  level  for  January  through 
June  since  1989,  with  nearly  11,400 
new  jobs  created. 

Both  existing  industries  and  new- 
comers to  Tennessee's  harmonious 
economy  are  singing  the  same  tune: 
Tennessee's  predictable  business  cli- 
mate is  the  key  to  long-term  prof- 
itability. 

"The  bottom  line  is  that  the  cost  of 
doing  business  in  Tennessee  is  low," 
says  Tennessee  Governor  Don 
Sundquist,  "and  we  steadfastly  strive 
to  keep  it  that  way.  Some  reasons  are 
inherent  —  our  location  within  one 
day's  drive  of  76%  of  the  U.S.  popula- 
tion, our  mild  climate  and  our  moti- 


vated people. 

"Yet,  some  reasons  are  of  our  own 
making  —  Tennessee's  status  as  a 
right-to-work  state,  reliable  and  low- 
cost  electricity  from  the  Tennessee 
Valley  Authority,  recently  overhauled 
workers'  compensation  laws  that 
reduced  premiums  30%  to  50%, 
workforce  training  initiatives  that  pay 
off  in  highly  skilled  and  loyal 
employees,  an  ever-growing  invest- 
ment in  technology  and  a  light-regula- 
tion, low-tax  business  environment." 

Tennessee's  predictable  business  cli- 
mate is  one  reason  Tennessee  sounds 
good  to  economic  experts  nationwide. 
Dun  &  Bradstreet  ranks  Tennessee 
third  in  the  nation  in  employee-migra- 
tion gain,  and  last  year  Financial 
WorW  placed  Tennessee  among  the 


top  five  states  with  the  greatest  eco- 
nomic potential.  Earlier  this  year. 
Money  magazine  listed  Tennessee 
fourth  among  all  states  as  a  "tax 
heaven,"  based  on  the  state's  low  total 
tax  load. 

"Business  decision  makers  don't  like 
surprises,  and  they  don't  get  them  in 
Tennessee,"  says  Governor  Sundquist, 
whose  own  entrepreneurial  credentials 
are  impressive.  A  former  industrial 
plant  manager  who  worked  his  way 
up  in  the  company  ranks.  Governor 
Sundquist  later  became  president  and 
partner  of  a  Memphis  printing  and 
advertising  firm.  "Our  industries  face 
little  uncertainty  when  it  comes  to 


Advertisement 


Memphis  Area  Chamber 
OF  Commerce 

Memphis  is  one  of  the  handful 
of  American  cities  that  will  set  the 
pace  for  the  world's  economy  in 
the  21st  century. 

With  the  world's  largest  air 
cargo  airport,  the  nation's  fourth- 
largest  inland  port  and  six  major 
railways  crossing  here,  Memphis 
is  "America's  Distribution  Center." 
Passenger  air  service,  too,  is 
among  the  world's  best,  with  more 
than  270  daily  flights  (including  non- 
stop service  to  Europe). 

But  Memphis  has  much  more 
than  a  superb  infrastructure  for 
transportation.  It  enjoys  a  mild  four- 
season  climate,  a  low  cost  of  living, 
bountiful  water  resources  and  a 
well-educated  workforce.  The  city 
has  enjoyed  more  than  30  years 
of  steady  economic  growth  and 
has  embarked  on  Memphis  2005, 
a  unique  public-private  economic 
development  strategic  plan  to 
ensure  continued  growth. 

Memphis  is  also  a  community 
of  racial  and  cultural  diversity  — 
music,  art,  religion  and  tradition 
remain  important  as  the  city 
becomes  increasingly  central  to 
America's  business. 

Ca  The  Chamber 

Memphis  Area  Chamber  of  Com.  nerce 

P.O.  Box  224    Memphis,  IN  38101 

1-800-238-1200 

www.memphis.acn.net 


demands  on  their  resources." 

You'd  expect  nothing  less  from  a 
state  with  a  Moody's  bond  rating  of 
AAA  and  a  constitution  that  requires  a 
balanced  budget.  Such  a  fiscal  mind- 
set is  what  sets  Tennessee  apart  as  a 
venue  in  tune  with  today's  business 
needs. 

Finely  Tuned  Incentives 

"Yes,  we  offer  the  pro-business  tax 
breaks  that  other  states  offer,  but  not 
all  of  them,"  admits  Tennessee  Eco- 
nomic and  Community  Development 
Commissioner  William  Dunavant. 
"That's  because  we  can't  cut  a  tax  that 
doesn't  exist  in  the  first  place!" 

There  is  no  state  property  tax,  and 
no  property  tax  on  goods-in-process, 
inventories  of  finished  goods  or  goods- 
in-transit.  There  is  no  state  or  city  per- 
sonal income  tax  on  wages  or  salaries. 
There  is  no  sales  tax  on  some  industrial 
machinery,  on  repairs  to  industrial 
machinery,  on  pollution-control  equip- 
ment and  on  raw  materials  used  in 
processing.  In  addition,  action  iri  the 
1997  General  Assembly  resulted  in 
sales  tax  reductions  for  corporations 
that  locate  or  expand  a  headquarters  in 
Tennessee. 

Quite  simply,  Tennessee  boasts  the 
lowest  overall  business  tax  burden  of 
any  state  in  the  U.S. 

"Industries  don't  want  gimmicks. 
They  want  two  things,"  Dunavant  con- 
tinues. "One,  reasonable  tax  advan- 
tages recognizing  their  contributions  to 
the  state's  economy,  and  two,  certainty 
when  it  comes  to  an  economic  oper- 
ating environment.  We  give  them  both 
—  without  the  hype." 

Tennessee  has  the  lowest  marginal 
tax  rates  in  the  nation,  according  to  the 
Federal  Reserve  Bank  in  Atlanta,  and 
the  combined  excise,  franchise  and 
sales  tax  liability  for  an  average  manu- 
facturer is  third  lowest  in  the  region. 

Tennessee's  three-pronged  business 
tax  apportionment  formula  "double 
weights"  the  sales  factor,  Dunavant 
adds,  benefiting  companies  that  main- 
fain  significant  payroll  and  property  in 
the  state. 

Other  advantages  include  a  1% 


Ira  A.  Lipman 

Chairman  and  President 

GUARDSMARK- 

Guardsmark  is  the  unmatched 
security  services  firm  in  the  world. 
77me  magazine  says  we  are  the 
company  that  "many  security 
experts  consider  the  best  national 
firm  in  the  business."  Tom  Peters 
describes  Guardsmark  as  "the 
Tiffany's  of  the  secuhty  business." 
The  New  York  Times,  NBC  News 
and  many  others  have  commended 
our  leadership  in  transforming  an 
industn/  known  for  turnover  and 
low  standards. 

Our  people  are  from  the  FBI, 
the  Secret  Service,  state  and  local 
police  forces  and  the  military.  They 
have  graduated  from  Harvard, 
Wharton,  Michigan  State,  UCLA 
and  other  leading  universities.  In 
fact,  95%  of  management  hold  at 
least  a  four-year  degree  and  about 
.307o  of  our  Security  Officers  have 
attended  college. 

This  commitment  to  excellence 
has  enabled  Guardsmark  to  grow 
about  12%  compounded  annually, 
in  both  revenue  and  operating 
income  for  the  past  19  years  — 
without  mergers  or  acquisitions. 
Today  Guardsmark  is  one  of  the 
world's  largest  providers  of  security 
sen>/ices  with  108  offices  and 
12,500  employees  sen/ing  clients 
in  more  than  400  cities. 


22  S.  Second  Street 

Memphis,  TN  38103 

800-238-5878 

www.guardsmark.com 
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Jerry  L.  Benefield 

President  and 
Chief  Executive  Officer 

Nissan  Motor  Manufacturing 
Corporation  U.S.A. 


In  1983,  Nissan  Motor 
Manufactunng  Corporation  USA's 
Job  1  rolled  off  the  line  at  the 
Snnyrna  plant.  Since  that  first  white 
pickup  truck,  nearly  4  million  vehi- 
cles have  been  built  at  the  Snnyrna 
plant,  which  covers  5.2  million 
square  feet.  Today,  Nissan's  6,000 
employees  build  the  Nissan 
Frontier  truck,  Altima  sedan,  Sentra 
passenger  car  and  200SX  sports 
coupe.  In  Decherd,  employees  build 
engines  for  the  Altima  sedan,  and 
production  of  transaxles  begins  in 
1998  in  our  200,000-square-foot  plant. 

Nissan's  Tennessee  manufactur- 
ing operations  represent  a  capital 
investment  of  $1 .43  billion,  but  the 
"people"  investment  is  our  compa- 
ny's greatest  strength.  Our  employ- 
ees are  highly  motivated,  well 
trained  and  deeply  involved  in  their 
work  and  in  their  communities. 
They  shaped  the  positive,  participa- 
tive environment  that  led  to  our 
company's  inclusion  in  the  100 
Best  Companies  to  Work  For  in 
America. 

We  are  pleased  to  contribute  to 
the  economy  and  the  outstanding 
quality  of  life  in  our  home  state, 
Tennessee. 


NISSAN 


corporate  excise  tax  credit  on  the  pur- 
chase of  some  industrial  machinery. 
Net  operating  loss  carries  forward  15 
years,  and  all  capital  losses  can  be 
claimed  in  the  year  incurred. 

Also  attractive  to  businesses  is  a 
$2,000  corporate  franchise  tax  credit 
per  new  full-time  employee,  a  credit 
that  jumps  to  $3,000  in  economically 
distressed  communities.  Property 
under  construction  (and  not  being 
used)  is  excluded,  and  pollution- 
control  equipment  is  exempt.  Property 
rented  from  an  industrial  development 
board  may  be  capitalized  on  the  cor- 
porate books. 

Hiring  economically  disadvantaged 
youths  and  adults  can  earn  a  company 
a  tax  credit  of  up  to  $2,400  per 
employee,  and  industries  that  establish 
day-care  centers  for  children  of 
employees  are  rewarded  at  tax  time. 

There  is  also  a  package  of  tax 
incentives  for  warehousing  and  distrib- 
ution industries  —  one  of  Tennessee's 
burgeoning  business  sectors. 

America's  Warehouse 

With  six  interstates  and  eight  inter- 
state spurs,  as  well  as  three  major  rail- 
road lines,  spanning  the  breadth  and 
depth  of  Tennessee,  the  state  is  an 
ideal  location  for  warehousing  and 
distribution  operations.  But  a  tax  on 
inventory  would  obviously  hit  such 
enterprises  right  where  it  hurts.  Ten- 
nessee's targeted  concessions  to 
these  businesses  —  the  vital  links  in 


America's  economic  chain  —  have 
kept  goods  moving  while  preserving 
and  creating  Tennessee  jobs. 

Legislation  now  two  years  old 
lessens  the  franchise  tax  burden  on 
distribution  operations  by  phasing  in 
an  inventory  cap  over  a  three-year 
period.  The  maximum  inventory 
amount  subject  to  the  tax  is  set  at  $50 
million  the  first  year,  $40  million  the 
second  year  and  $30  million  the  third 
year.  Also,  the  law  specifically 
exempts  from  sales  tax  the  purchases 
of  materials-handling  equipment  and 
racking  systems.  To  qualify  for  the 
exemption,  the  investment  must  be 
more  than  $10  million  in  less  than 
three  years. 

The  Aerostructures  Corporation 
in  Nashville,  which  designs  and 
produces  wings,  wing  components 
and  tail  sections  for  the  commercial 
and  military  aerospace  industry,  finds 
Tennessee's  central  location  ideal  to 
serve  its  widespread  customer  base. 
Aerostructures  supplies  Bell  Helicopter 
Textron  in  Dallas,  Boeing  in  Seattle 
and  Wichita,  British  Aerospace, 
Cessna  Aircraft  in  Wichita,  Germany's 
Daimler-Benz  Aerospace  Airbus, 
Georgia's  Gulfstream  Aerospace 
in  Savannah  and  Georgia's  Lock- 
heed Martin  Aeronautical  Systems 
in  Marietta. 

"Our  conveniently  located  facility 
in  Nashville  provides  us  the  capabili- 
ties to  deliver  our  products  by  air, 
truck,  rail  and  water,"  says  Dick  Wells, 
president  and  chief  executive  officer 
of  The  Aerostructures 
Corporation. 

"Nashville  is  a 
transportation  hub. 
Ease  of  delivery  to 
customers,  both 
domestic  and  inter- 
national, is  especially 
important  in  today's 
global  economy." 
Distribution  by 
water,  with  access  to 
the  Gulf  of  Mexico, 
is  a  choice  Tennessee 
transportation  alter- 
native, with  1,062 
miles  of  navigable 


Dick  Wells 

President  and 
Chief  Executive  Officer 

The  Aerostructures 
Corporation 


For  more  than  50  years,  The 
Aerostructures  Corporation  has 
served  the  worldwide  aerospace 
industry.  We  helped  win  World 
War  II  by  building  P-38s.  Today, 
we  help  keep  peace  by  supporting 
the  V-22  Osprey  progrann.  And 
even/  day  of  the  year,  thousands  of 
people  fly  on  our  wings  to  business 
and  vacation  spots  all  around  the 
globe.  Whether  it's  a  Lockheed 
C-130  carrying  food  to  famine- 
stricken  Africa,  or  a  Gulfstream  GIV 
carrying  an  executive  to  a  West 
Coast  meeting,  Aerostructures' 
products  —  designed  and  built  by 
Aerostructures  people  —  are  part 
of  the  mission. 

The  Aerostructures  Corporation. 
A  Tennessee  company  with  global 
reach.  Tennessee  people  building 
quality  products  at  competitive 
prices.  We  are  proud  of  our  her- 
itage; we  are  excited  about  our 
future.  We  are  especially  proud 
to  be  in  Tennessee. 


rivers  in  the  Tennessee  and  Cumber- 
land systems.  Memphis  is  the  second- 
largest  inland  port  on  the  Mississippi 
River,  a  factor  contributing  to  the  stim- 
ulated economy  of  the  city  known  for 
Elvis,  Beale  Street  blues  and  savory 
barbecue. 

"If  you  haven't  been  to  Memphis  in 
the  last  five  years,  you  haven't  been  to 
Memphis,"  says  Marc  Jordan,  president 
of  the  Memphis  Area  Chamber  of 
Commerce.  "In  the  last  two  years 
alone,  we  have  seen  unprecedented 
success  in  economic  development, 
with  more  than  $1  billion  in  new  cap- 
ital investment  and  30,000  net  new 
jobs  —  not  to  mention  the  explosion 
in  downtown  revitalization." 

Ira  A.  Lipman,  chairman  and  presi- 
dent of  Guardsmark,  inc.,  sings  the 
praises  of  Memphis  as  a  headquarters 
location:  "The  community  is  a  green- 
house for  entrepreneurial  companies, 
many  of  which  are  headquartered  here 
and  have  grown  to  be  leaders  in  their 
respective  fields.  Memphis's  central 
location  in  the  Sunbelt  gives  us  quick 
access  to  both  coasts  as  well  as  to  our 
108  offices  across  the  U.S.  —  and 
being  in  the  Central  time  zone  leads 
to  greater  efficiencies  in  dealing  with 
both  coasts." 

Through  exacting  excellence,  the 


THE 

AEROSTRUCTURES 

CORPORATION 


innovative  Guardsmark  L,,^_^^  ,,uiii  a 
start-up  company  launched  in  1963  to 
the  nation's  fifth-largest  security  firm. 
Last  ye^r,  Guardsmark  was  the  private 
company  recipient  of  the  American 


Billy  Hattnaker 

Vice  President  and 

General  Manager 

BellSouth  Business  Systenns, 

Tennessee  and  Kentucky 


BellSouth 

Your  Telecommunications 
Solutions  Partner 

At  BellSouth  we're  obsessed 
with  caring  for  our  customers. 
Specifically,  the  BellSouth  Business 
Systems  group  is  providing  value 
to  our  largest  customers  through 
the  relationships  we  develop. 
Because  we  focus  on  understand- 
ing their  businesses  and  developing 
solutions  to  meet  their  unique 
needs,  Tennessee  companies  have 
come  to  rely  on  BellSouth's  people 
as  their  single,  dedicated  point  of 
contact  for  telecommunications 
services. 

Whether  the  need  is  to  design 
a  high-speed  intranet,  a  local  area 
network,  teleworking  solutions  or 
a  business  continuity  plan  to  mini- 
mize effects  of  technology  failures 
caused  by  Mother  Nature  or  Joe 
Backhoe,  BellSouth  people  are 
indispensable  members  of  your 
team.  With  a  tradition  of  more  than 
1 15  years,  we're  the  consultants 
who  will  bring  the  knowledge  and 
expertise  you  need. 

As  your  solutions  partner, 
BellSouth  is  the  right  connection 
for  the  21st  century. 


BELLSOUTH' 
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J.  Harold  Chandler 

Chairman,  President  and 
Chief  Executive  Officer 

Provident  Companies,  Inc. 

Provident  Companies,  Inc., 
(NYSEPVT)  provides  disability, 
life  and  related  coverages  to  the 
individual  and  ennployee  benefit 
marketplaces. 

With  our  recent  acquisition  of 
The  Paul  Revere  Corporation, 
Provident  became  the  nation's 
largest  carrier  of  individual  disability 
insurance.  A  second  acquisition, 
of  GENEX  Services,  Inc.,  a  case 
management  and  vocational  reha- 
bilitation specialist,  further  positions 
us  to  meet  our  corporate  objectives 
of  worldwide  leadership  in  risk 
management  and  improved  growth 
in  new  "return  to  work"  insurance 
products. 

As  we  look  forward  to  growth 
opportunities  provided  by  enhanced 
return-to-work  programs,  such 
as  managed  disability,  and  the 
increased  use  of  work-site  market- 
ing as  a  convenient  method  of 
buying  disability  and  life  insurance, 
we  will  continue  to  be  a  major 
corporate  citizen  in  our  home  state 
of  Tennessee. 


PROVIDENT 


Business  Ethics  Award. 

One  of  Memphis's  most  visible 
corporate  players  is  Federal  Express, 
which  delivers  an  average  of  almost 
3  million  express  shipments  to  more 
than  210  countries  each  business 
day.  The  familiar  purple  and  orange 
FedEx  logo  is  emblazoned  on  nearly 
600  aircraft  and  38,000  vehicles 
worldwide,  not  to  mention  the 
snappy  uniforms  of  more  than 
130,000  employees. 

"Tennessee  and  Memphis  offer  the 
strategic  location  and  airport  facilities 
critical  to  our  success,"  notes  Frederick 
W.  Smith,  FedEx  chairman,  president 
and  chief  executive  officer.  He  credits 
the  company's  record  earnings  last 
fiscal  year  —  a  1 6%  increase  per 
share  over  the  previous  year  —  in  part 
to  FedEx's  burgeoning  global  services 
and  clientele. 

A  Worldwide  Focus 

when  it  comes  to  global  connec- 
tions, Tennessee's  are  two-way.  Not 
only  do  international  companies  such 
as  Japanese-owned  Bridgestone/Fire- 
stone.  Inc.  find  Tennessee  an  ideal 
place  to  do  business,  but  more  and 
more  foreign  countries  are  finding  that 
Tennessee  products  fit  their  bill. 

Bridgestone/Firestone  finds  Ten- 
nessee's economy  as  fast-paced  as  its 
indy  car  drivers.  With  its  corporate 
headquarters  in  Nashville,  the  com- 
pany also  has  two  tire  manufacturing 
facilities  in  the  state  and  has  invested 
$1  billion  in  Tennessee.  Earlier 
this  year,  the  manufacturing  giant 
announced  construction  of  another 
new,  world-class  passenger  and  light 
truck  tire  manufacturing  plant  in 
the  Southeast.  Production  is  slated 
to  begin  in  the  spring  of  1999. 

Tennessee  industries  export  more 
than  $8  billion  worth  of  goods  annu- 
ally, with  markets  gaining  strength 
in  China  and  Mexico.  The  state  has 
targeted  Israel  for  increased  trade, 
while  Canada  tops  the  list  of  Ten- 
nessee export  markets,  followed  by 
Japan.  A  uniquely  Tennessee  product 
that's  recently  caught  the  eye  of 
Japanese  consumers  is  the  Saturn 


automobile,  manufactured  south 
of  Nashville  in  pastoral  Spring  Hill. 

The  Automotive  Advantage 

Boosting  Tennessee  to  the  position 
as  the  fourth-largest  automobile  pro- 
ducer in  the  U.S.  is  Saturn,  the  Gen- 
eral Motors  subsidiary  that  employs 
more  than  8,000  Tennesseans.  The  cor- 
poration's homespun  national  image 
belies  its  astounding  production  of 
more  than  1 .7  million  vehicles  since 


1 990.  About  44,000  owners  of  those 
cars  converged  on  Spring  Hill  three 
years  ago  for  a  Saturn  "homecoming," 
and  this  year  the  company  renovated 
a  historic  horse  barn  into  a  charming 
welcome  center  for  the  50,000  Saturn 
enthusiasts  who  visit  the  facility 
annually. 

"By  renovating  the  Haynes  Haven 
horse  barn,  once  the  stomping 
grounds  of  two-time  Grand  Champion 
Tennessee  Walking  Horse  Haynes 
Peacock,  we  were  able  to  preserve 
the  area  and  its  history  —  which  has 
always  been  essential  to  Saturn  —  and 
we've  created  a  fun,  educational  place 
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The  Greater 

Knoxville, 

Oak  Ridge  and 

Smoky  Mountains 

Region  of 

East  Tennessee. 


Where 

Nature 

And 

Technology 

Meet. 


Where  nature  and  technology 
meet.  It's  an  apt  description  of  the 
15-county  region  of  East  Tennessee 
represented  by  Tennessee's  Resource 
Valley,  an  organization  dedicated 
to  spreading  the  word  about  the 
region's  unique  business  advantages. 
These  advantages  include: 

•  Location.  The  Resource  Valley 
is  located  at  the  intersection  of 
three  major  interstates  (1-75,  1-40 
and  1-81),  and  is  one  day's  drive  to 
more  than  70%  of  the  U.S.  popula- 
tion. 

•  People.  The  Valley  boasts  a 
dedicated,  highly  trainable  work- 
force, including  2,300  residents 
holding  Ph.  D.s.  In  addition, 
Knoxville  is  home  to  the  main  cam- 
pus of  the  University  of  Tennessee, 
a  world-class  research  institution 
with  an  enrollment  of  over  25,000 
students. 

•  Technology.  Home  to  a 
National  Laboratory,  Oak  Ridge's 
technology  and  expertise  is  avail- 
able to  private  companies  through  a 
number  of  different  arrangements. 

•  Low  costs.  It's  economical  to 
do  business  in  the  Valley,  with 
energy,  construction,  labor  and 
transportation  costs  well  below 
the  national  averages. 

•  Quality  of  life.  Ranked  by 
Reader's  Digest  as  one  of  the  best 
places  in  the  countn/  to  raise  a 
family,  the  Valley  offers  outstanding 
schools,  affordable  housing  costs, 
scenic  beauty  and  easy  access  to 
the  nation's  most  widely  visited 
national  park,  the  Great  Smoky 
Mountains. 

To  learn  how  your  com- 
pany can  grow  and  prosper  in 
Tennessee's  Resource  Valley,  call 
(423)  694-6772  or  e-mail  us  via  the 
Web  at  http://www.trv.org  or 
alanc@korrnet.org. 


for  visitors,"  says  Jim  Farmer,  vice  pres- 
ident of  Saturn  corporate  communica- 
tions. The  center's  interactive  displays 
and  video  productions  add  a  new  defi- 
nition of  the  word  "horsepower"  to 
Tennessee  dictionaries. 

Tennessee's  denotation  as  an  auto- 
motive powerhouse  was  determined 
in  1980  when  Nissan  Motor  Manufac- 
turing Corporation  U.S.A.  announced 
plans  to  build  a  truck  plant  in  the  heart 
of  the  state.  Today,  14  years  after  the 
first  Tennessee-built  truck  rolled  off  the 
Smyrna  line,  Nissan  has  built  nearly 
4  million  vehicles  and  established  a 
second  plant  —  building  engines  and 
transaxles  —  in  Decherd.  Nissan's  total 
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RESOURCE  VALLEY. 


investment  in  Tennessee  tops  $1 .43  billion. 

"Today,  about  70%  of  all  Nissans 
sold  in  the  United  States  are  made 
in  Smyrna,  Tennessee.  We've  found 
middle  Tennessee  to  be  an  excellent 
place  to  live  and  conduct  our  busi- 
ness," says  Jerry  Benefield,  president 
and  chief  executive  officer  of  Nissan's 
manufacturing  operations.  "We  built 
our  very  first  vehicle  with  a  workforce 
majority  who  had  no  automotive 
experience  in  a  competitive,  complex 
industry  that  requires  high  skills.  What 
we've  accomplished  is  a  true  credit  to 
the  people  who've  made  it  all  happen 
—  our  employees." 

More  than  15,000  workers  are 
employed  by  Tennessee's  automotive 


Frederick 
W.  Smith 

Chairman, 
President  &  CEO 

Federal  Express 
Corporation 


In  1998,  Federal  Express 
Corporation  will  celebrate  25  years 
of  providing  global  customers  with 
speedy,  time-certain  and  reliable 
service.  We  founded  the  express 
transportation  industn/,  and  we're 
proud  of  our  heritage,  having  grown 
from  a  small  fleet  of  14  aircraft  to  a 
fleet  of  more  than  580  aircraft. 

We  selected  our  headquarters 
in  Memphis,  Tennessee,  because 
this  was  the  ideal  location  to  move 
packages  anywhere  in  the  U.S. 
within  three  hours.  In  addition,  the 
weather  in  Memphis  is  excellent. 
Memphis  International  Airport 
rarely  closes  due  to  climatic 
conditions. 

FedEx  has  more  than  130,000 
employees  worldwide  and  is  the 
largest  private  employer  in 
Tennessee.  Our  company  has  been 
extremely  successful  because  of 
the  hard  work  and  dedication  of  our 
employees.  Our  corporate  philoso- 
phy —  People-Service-Profit  — 
stai;es  that  employees  who  are 
treated  well  will  deliver  outstanding 
service  and  the  company  will 
remain  profitable.  We  truly  believe 
this  philosophy  and  we  live  it. 

Our  integrated  global  network 
connects  the  world's  principal  trad- 
ing centers  with  daily  scheduled 
service.  We  can  provide  24-  to  48- 
hour  delivery  for  packages  and 
freight  of  virtually  any  size  and 
weight  to  90%  of  the  world's  GNP 
Essentially,  we  level  the  global  play- 
ing field  so  that  companies  of  all 
sizes  can  compete  for  the  world's 
market  share. 

We're  currently  shipping  more 
than  2.8  million  packages  daily  to  212 
countnes  and  our  FY97  revenues 
were  more  than  $1 1 .5  billion. 
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Don  Hudler 

President  and  Chairman 

Saturn  Corporation 

Just  over  1 2  years  ago,  Saturn 
Corporation  set  out  to  be  a 
Different  Kind  of  Car  Company  by 
building  and  marketing  cars  through 
an  innovative  combination  of  peo- 
ple, processes  and  technology. 

After  an  intense  search,  we 
selected  Tennessee  as  the  home 
for  our  4.6  million  square  feet  of 
manufacturing,  warehousing  and 
assembly  facilities,  which  are  envi- 
ronmentally "packaged"  on  2,450 
acres. 

Tennessee  offered  a  variety  of 
favorable  conditions  —  centrally 
located  to  65%  of  the  country's 
population;  a  solid  infrastructure 
of  highways  and  rails;  and  a  good 
quality  of  life  for  our  team  members. 

We  were  able  to  develop  a 
partnership  in  middle  Tennessee 
and  Maury  County.  To  this  end, 
Tennessee  works  well  with  busi- 
ness  to  solve  problems  and  encour- 
age growth. 

Saturn  is  proud  of  our  long- 
standing partnership  with  the  State 
of  Tennessee. 


manufacturers,  and  scores  of  automo- 
tive suppliers  —  at  least  500  —  have 
accompanied  Saturn  and  Nissan,  as 
well  as  Peterbilt,  to  the  Volunteer 
State.  Many  of  these  spin-off  industries 
have  followed  the  lead  of  the  major 
manufacturers  and  chosen  rural 
locales,  where  they  have  found  com- 
petitive land  costs  and  willing  workers. 

People  in  Harmony 

Point  to  just  one  factor  that  keeps 
Tennessee's  economic  symphony  in 
tune  and  that  key  element  would  be 
Tennesseans. 

"Company  leaders  with  facilities 
across  the  nation  or  even  worldwide 
consistently  cite  the  Volunteer  State's 
dedicated  workforce  when  explaining 
why  their  Tennessee  operations  are 
their  most  productive,"  says  Governor 
Sundquist.  "Tennessee's  focus  on  edu- 
cation and  worker  training  is  the 
reason." 

The  state's  Better  Education  Program 
has  pumped  millions  into  Tennessee 
public  schools,  improving  student- 
teacher  ratios  and  beefing  up  class- 
room technologies.  The  ConnecTEN 
project  (TEN  stands  for  Tennessee  Edu- 
cation Network)  put  an  Internet  con- 
nection and  video  conferencing 
capabilities  in  every  school.  The  result 
is  graduates  better  prepared  for  the  job 
market  or  continued  education.  The 
state's  distinguished  public  and  private 
colleges  and  universities  boast  enroll- 
ment of  nearly  270,000. 

The  state  has  also  dedicated 
$100  million  to  upgrades  at  its  26 
technology  centers,  where  workforce 
training  caters  to  the  needs  of  industry 
in  the  geographic  area.  In  fact,  educa- 
tors at  a  center  will  tailor  their  efforts 
to  the  requirements  of  specific  compa- 
nies. Business  advisory  committees  at 
each  center,  comprised  of  industry 
executives,  educators  and  community 
leaders,  ensure  that  centers  are  in  tune 
with  community  industries. 

Such  public-private  partnerships  are 
the  norm  in  Tennessee.  A  shining 
example  is  the  Tennessee  Board  for 
Economic  Growth,  which  serves  as  a 
business  and  industry  advisory  panel 


to  the  governor  and  his  staff.  From 
streamlining  government  regulations  to 
improving  the  state's  infrastructure,  if  a 
Tennessee  industry  needs  something, 
it's  an  action  item  on  the  board's 
agenda. 

At  Your  Service 

Service  industries  —  from  health 
care  facilities  to  financial  corporations 
to  insurance  giants  —  rely  on  Ten- 
nessee's highly  skilled  professionals. 

Tennessee  is  home  to  some  of  the 
nation's  most  advanced  medical  facili- 
ties, including  Vanderbilt  University 
Medical  Center  in  Nashville.  This 
world-renowned  institution  is  recog- 


y' 


nized  for  its  children's  hospital,  a 
sophisticated  neonatal  intensive  care 
unit,  the  Lifeflight  air  ambulance  ser- 
vice and  a  comprehensive  transplant 
center.  Affiliated  with  12  hospitals,  the 
Vanderbilt  Cancer  Center  is  the  only 
one  in  Tennessee,  and  one  of  the  few 
in  the  Southeast,  that's  designated  by 
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Terry  E.  London 

President  and 
Chief  Executive  Officer 

Gaylord  Entertainment 


Since  the  start  of  the  Grand 
Ole  Opry  on  WSM  radio  in  1925, 
Gaylord  Entertainment  Connpany 
has  been  the  major  force  behind 
Nashville's  reputation  as  "Music 
City  USA."  Through  such  other 
company-owned  attractions  as  the 
historic  Ryman  Auditorium,  the 
spectacular  Opryland  Hotel  —  the 
largest  combined  hotel  and  conven- 
tion center  under  one  roof  in  the 
world  —  the  Opryland  Themepark 
and  Wildhorse  Saloon,  Gaylord 
Entertainment  has  helped  make 
Nashville  one  of  the  top  national 
and  international  destinations  for 
both  tourism  and  conventions. 

With  the  oldest  music  publishing 
company  in  Nashville,  national  and 
international  cable  television  net- 
works, radio  and  television  stations, 
and  Woro  Entertainment  —  one  of 
the  largest  record  companies  in  the 
growing  contemporary  Christian 
music  business  —  Gaylord 
Entertainment  is  a  major  force  in 
the  entire  entertainment  industn/. 
We  are  proud  of  our  heritage  and 
happy  to  call  Tennessee  home! 


GAYLORD  ENTERTAINMENT 


the  National  Cancer  Institute  as  a 
leader  in  the  research  and  treatment  of 
all  aspects  of  cancer. 

Nashville  is  also  a  growing  financial 
center,  building  on  the  foundation  of 
longtime  investment  giants  such  as  J.C. 
Bradford  &  Co.,  with  a  national  head- 
quarters in  downtown  Nashville  since 
1927.  Employing  more  than  1,200 
people  in  Tennessee  alone,  J.C.  Brad- 
ford &  Co.  is  one  of  the  nation's  largest 
regional  investment  firms  —  and  one 
of  the  few  in  the  Southeast  to  survive 
the  1929  stock  market  crash  and  the 
Great  Depression. 

"Tennessee's  economy  is  one  of  the 
strongest  in  the  nation,"  says  James  C. 
Bradford,  Jr.,  senior  partner.  "And  we 
try  to  do  our  part  to  keep  that  engine 
running.  For  example,  we  provide  our 
clients  with  one  of  the  most  compre- 
hensive offerings  of  Tennessee  munic- 
ipal bonds  available  anywhere,  and 
we've  taken  numerous  Tennessee- 
based  companies  public.  It's  gratifying 
to  be  involved  in  our  economy's 
growth  in  such  a  fundamental  way." 

Adding  to  Nashville's  growing  repu- 
tation as  the  South's  premier  business 
address  is  Willis  Corroon,  one  of  the 
world's  foremost  insurance,  reinsur- 
ance brokerage  and  risk-consulting 
organizations.  The  London-based, 
publicly  owned  company  has  its  U.S. 
headquarters  in  Nashville.  Willis  Cor- 
roon is  well-positioned  to  operate 
in  today's  global  economy;  it  is  repre- 
sented in  74  countries  through  more 
than  200  offices.  The  company's  pri- 
mary purpose  is  to  help  organizations 
succeed  through  effective  management 
of  their  risk  exposures. 

Service  and  professional  industries 
have  been,  and  continue  to  be,  vital  to 
another  Tennessee  city,  Chattanooga. 
The  municipality  known  for  its  choo- 
choo  has  undergone  nothing  short  of  a 
renaissance  in  the  last  decade,  spurred 
by  community  tenacity  and  invest- 
ments along  the  banks  of  the  Ten- 
nessee River. 

"It's  an  exciting  time  to  be  in  Chat- 
tanooga," professes  J.  Harold  Chandler, 
chairman,  president  and  chief  execu- 
tive officer  of  the  Provident  Compa- 
nies, Inc.  "Provident  has  a  rich. 


Kenneth  H.  Pinkston 

Chairman  and 
Chief  Executive  Officer 

Willis  Corroon  Corporation 

Willis  Corroon's  Tennessee 
history'  goes  back  more  than 
a  centup/.  Back  to  a  time  when 
insuring  crops  and  goods  traveling 
up  and  down  the  Tennessee  and 
Cumberland  rivers  instilled  confi- 
dence in  a  brighter  future. 

Today,  from  offices  in 
Chattanooga,  Knoxville  and 
Nashville  and  other  offices  stra- 
tegically located  throughout 
North  America  and  the  rest  of  the 
world,  Willis  Corroon  continues  its 
heritage  by  helping  organizations 
succeed  through  effective  manage- 
ment, financing  and  transfer  of 
their  risk  exposures. 

in  addition  to  being  the  world's 
premier  construction  broker,  Willis 
Corroon  is  a  recognized  leader 
in  aerospace,  energy,  health  care, 
environmental,  reinsurance, 
employee  benefits  and  risk  man- 
agement consulting.  The  full 
resources  and  expertise  from 
Willis  Corroon's  global  network 
are  available  to  help  meet  clients' 
worldwide  service  needs. 

Willis  Corroon  is  a  publicly 
owned  company  with  its  shares 
listed  on  the  London  Stock 
Exchange  and  on  the  New  York  and 
Pacific  exchanges  (ticker  symbol 
WCG).  Its  head  office  is  in  London. 
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James  C.  Bradford,  Jr. 

Senior  Partner 

J.C.  Bradford  &  Co. 

"Service  is  the  real  bottom  line.' 


The  Brokers  of  J.C.  Bradford  & 
Co.  have  always  taken  a  different 
approach  to  client  relationships.  My 
father,  James  C.  Bradford,  Sr,  put 
his  "customer's  men"  on  salary 
because  he  wanted  them  to  focus 
on  serving  their  clients. 

Since  then,  our  focus  on 
strengthening  the  relationships 
between  our  clients  and  their 
brokers  has  never  strayed.  It  has 
allowed  us  to  grow  to  one  of  the 
nation's  largest  regional  investment 
firms,  with  more  than  900  brokers 
in  96  offices  throughout  17  states. 
We  offer  a  comprehensive  array  of 
financial  and  investment  services 
aimed  at  helping  our  clients  achieve 
their  carefully  planned  objectives. 

As  we  continue  to  help  our 
clients  pursue  their  goals,  we'll 
^take  care  not  to  lose  sight  of  what 
brought  us  this  far  —  the  unique 
relationship  between  client  and 
broker  For  us,  it's  this  relationship, 
based  on  service,  that's  the  real 
bottom  line. 


The  Brokers  Of 


J.C.BradfordK.Co. 


100-year  history  here,  and  it's  satis- 
fying to  see  the  city  flourishing. 
Certainly,  the  commitment  of  the 
Hamilton  County  business  community 
helped  make  it  happen,  working  in 
cooperation  with  local  public-private 
partnerships  and  civic-minded  founda- 
tions. That's  what  makes  Chattanooga 
such  a  great  place  to  be."  A  worldwide 
leader  in  disability  income  replace- 
ment insurance,  Provident  is  a  $22  bil- 
lion corporation  headquartered 
in  Chattanooga  and  known  for  its 
philanthropic  bent. 

Tourism  has  traditionally  been  a 
Chattanooga  economic  mainstay,  but 
today's  visitors  see  much  more  than 
Rock  City,  made  famous  by  the  red 
and  black  advertisements  painted  on 
barn  root's.  The  Tennessee  Aquarium, 
the  Children's  Discovery  Museum 
and  the  IMAX  Theater  are  just  a  few 
of  Chattanooga's  attractions  that  have 
drawn  tourists  to  the  redeveloped 
and  quite  scenic  riverfront. 

Y'all  Come  Back  Now 

Tennessee's  brand  of  Southern  hos- 
pitality is  making  its  mark  on  hoteliers 
across  the  country.  Ever  pulled  off 
the  interstate  for  a  night's  stay  at  a 
Hampton  Inn  or  Embassy  Suites  hotel? 
Promus  Hotel  Corporation,  based  in 
Memphis,  thanks  you.  When  it's  late 
and  you're  traveling  on  business  or 
with  your  family,  you  don't  care  if 
your  accommodations  feature  a  ball- 
room. Raymond  Schultz  knew  this, 
and  that's  why  Promus  (pronounced 
"promise")  is  so  successful  with  its 


approach  to  value-based  lodging. 

"Promus  Hotels  has  a  rich  heritage 
in  Tennessee,  dating  back  to  the  early 
1 950s  and  our  predecessor  company. 
Holiday  Inn,"  says  Schultz,  Promus 
president  and  chief  executive  officer. 
"The  first  Holiday  Inn  and  the  first 
Hampton  Inn  opened  in  Memphis, 
which  is  in  many  ways  the  birthplace 
of  the  modern  lodging  industry  and 
still  a  great  place  to  call  home." 

From  Memphis  to  the  Great  Smoky 
Mountains  National  Park,  Tennessee  is 
tuned  in  to  tourism,  a  potent  industry 
that  underscores  some  of  the  best  the 
state  has  to  offer.  Visitors  to  the  Volun- 
teer State  —  more  than  41  million  in 
1995  —  pump  $8  billion  annually 
into  Tennessee's  economy.  Of  course, 
Nashville's  worldwide  reputation 
as  Music  City  USA  plays  a  hand  in 
making  Tennessee  a  top  tourist 
destination. 

Yet,  these  days,  Nashville  is  rapidly 
cultivating  another  moniker:  the  Sports 
Center  of  the  South.  This  fall  is  the 
inaugural  season  for  the  Tennessee 
Oilers,  the  National  Football  League 
franchise  transplanted  from  Houston. 
The  Oilers  will  play  in  a  brand-new 
stadium  on  the  banks  of  Nashville's 
Cumberland  River  when  construction 
is  complete  in  1999. 

This  time  next  year,  a  National 
Hockey  League  expansion  team  will 
face  off  at  center  ice  in  the  new 
20,000-seat  Nashville  Arena,  which  is 
already  home  to  the  Nashville  Kats 
arena  football  club.  The  arena's  con- 
struction in  the  heart  of  Nashville  has 
been  the  catalyst  for  a  rejuvenated 
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Raymond  E.  Schultz 

President  and 
Chief  Executive  Officer 

Promus  Hotel  Corporation 

Promus  Hotel  Corporation  leads 
the  hotel  industry  in  guest  satisfac- 
tion, serving  guests  with  a  100% 
Satisfaction  Guarantee  in  more 
than  900  hotels  and  resorts  operat- 
ing under  these  brands:  Embassy 
Suites,  Hampton  Inn,  Hampton  Inn 
&  Suites,  Homewood  Suites, 
Embassy  Vacation  Resort  and 
Hampton  Vacation  Resort. 

The  secret  to  our  success  is 
simple;  we  operate  every  hotel 
with  a  100%  Satisfaction  Guarantee 
—  if  you're  not  satisfied  with  your 
stay,  we  don't  expect  you  to  pay. 
This  dedication  to  customer  service 
results  in  an  outstanding  financial 
performance,  the  best  operating 
margins  in  the  industry  and  solid 
appreciation  in  value  for  our  share- 
holders. Listed  on  the  New  York 
Stock  Exchange  (PRH),  our  com- 
pany is  well  on  its  way  to  becom- 
ing the  premier  hotel  company  in 
the  world. 

At  our  Memphis  headquarters, 
almost  1,200  employees  run  our 
corporate  operations,  including  our 
central  reservations  system,  data 
center,  hotel  operations  and  hotel 
performance  services.  The  progres- 
sive business  climate  and  the 
excellent  quality  of  life  for  our 
employees  make  us  proud  to  call 
the  Volunteer  State  home. 
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downtown  district  that  now  includes 
such  popular  hot  spots  as  a  Hard  Rock 
Cafe  and  a  Planet  Hollywood. 

"We  had  a  downtown  that  was 
withering  on  the  vine,"  says  Nashville 
Mayor  Phil  Bredesen.  "What  I  was 
looking  for  was  some  way  to  begin  the 
revitalization.  As  an  anchor  to  a  reborn 
downtown  entertainment  district,  the 
arena  has  done  its  job  beyond 
anyone's  wildest  expectations." 

Visitors  and  locals  alike  now  flock 
to  downtown's  several  blocks  and  to 
Second  Avenue,  once  a  dismal  stretch 
of  historically  consequential  but  dilapi- 
dated warehouses.  Today,  Second 
Avenue  is  a  vibrant  collection  of 
restaurants  and  eclectic  shops  and  is 
the  location  of  the  Wildhorse  Saloon,  a 
combination  entertainment/broadcast 
facility  and  old-time  dance  saloon 
owned  by  Gaylord  Entertainment. 

Caylord  is  a  name  synonymous  with 
Nashville  hospitality.  The  corporate 
giant  owns  Opryland  USA,  which 
includes  the  popular  Opryland 
Themepark  and  the  legendary  Grand 
Ole  Opry,  with  shows  every  Friday 
and  Saturday  night.  Gaylord  was  also 
the  savior  of  the  historic  Ryman 
Auditorium,  where  the  Grand  Ole 
Opry  was  originally  performed.  Just 
half  a  block  from  the  Nashville  Arena, 
the  refurbished  Ryman  is  a  premier 
performance  center  and  museum  — 
and  one  of  the  top  scenes  for  visitor 
snapshots. 

Probably  the  most  photographed 
setting  in  Tennessee  is  the  breathtaking 
Great  Smoky  Mountains,  the  backdrop 
of  Tennessee's  Resource  Valley.  "Where 
Nature  and  Technology  Meet" 
describes  the  Resource  Valley's  15- 
county  region  in  East  Tennessee,  where 
there  are  more  scientists  per  capita 
than  any  other  Southeastern  state. 

Cutting-Edge  Technology 

Private  companies  take  advantage  of 
some  of  the  most  advanced  technology 
in  the  world  when  they  tune  in  to 
the  Resource  Valley  —  the  location 
of  Department  of  Energy  facilities 
including  Oak  Ridge  National  Labora- 
tory and  Lockheed  Martin  Energy  Sys- 


The  Nobel  Prize  in 
Physiology  or  Medicine 

They  call  it  a  prize.  We  call  it 
a  milestone  on  a  never-ending  jour- 
ney of  scientific  discovery  ...  a 
journey  that  has  passed  two  such 
milestones  at  Vanderbilt  Medical 
Center  since  1971 . 

Through  a  combination  of  basic 
and  applied  medical  research, 
Vanderbilt  is  advancing  the  practice 
of  medicine.  Our  patients  receive 
the  first  benefit  from  this  scientific 
inquiry  and  discover/.  More  and 
more,  these  advances  in  patient 
care  mean  patients  spend  less  time 
in  the  hospital  and  resume  normal 
life  sooner. 

Vanderbilt  Medical  Center  is  one 
of  the  top  25  medical  school  recipi- 
ents of  research  support  from  the 
National  Institutes  of  Health. 

The  Vanderbilt  Cancer  Center  is 
one  of  only  56  National  Cancer 
Institute-designated  clinical  cancer 
centers  in  the  nation. 

Our  physicians  consistently  rank       j_ 
among  the  nation's  finest  according 
to  the  publication  Best  Doctors  in 
America. 

A  wide  range  of  Vanderbilt 
specialties  are  listed  with  the 
nation's  best  by  U.S.  News  and 
World  Report,  including  cancer, 
endocrinology,  gastroenterology, 
gynecology,  orthopedics,  otolaryn- 
gology and  rheumatology. 

Vanderbilt  Medical  Center 

Nashville,  Tennessee 

For  more  information  about 

Vanderbilt  Medical  Center, 

call  Corporate  Health  Services  at 

1-800-288-5000. 


®  Vanderbilt  Medical  Center 
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ems,  the  Universitv  of  Tennessee  and 
ne  Tennessee  Valley  Authority.  These 
ligh-tech  front-runners  nurture  the  sci- 
?nce  and  technology  activities  of 
Tiany  Forbes  500s  companies. 

"At  the  heart  of  our  Valley's  success 
s  innovation.  Leading-edge  innova- 
ion.  The  kind  that  spawns  new  prod- 
jcts  and  new  industries.  Even  whole 
cities,  like  Oak  Ridge,"  says  Allen 
E      "^eel  of  the  Resource  Valley  organiza- 
tion. "The  result  is  a  start-up  rate  for 
^alue-added  businesses  that  is  the 
envy  of  the  whole  country." 

Other  states  also  covet  Tennessee's 
state-of-the-art  telecommunications 
infrastructure.  The  largest  provider  is 
BellSouth,  a  leader  in  communications 
services  in  Tennessee  and  the  South- 
east. BellSouth  has  been  named  "first 
in  customer  satisfaction  in  local 
residential  service"  for  two  years  in 
a  row  by  J.  D.  Power  &  Associates. 

Known  for  its  community  commit- 
ment, BellSouth  is  flexing  its  mar- 
keting muscle  with  the  success  of 
value-added  services  and  packaging 


its  services  into  integrated  offerings 
sought  by  consumers,  including 
Internet  access  through  BellSouth.net 
and  wireless  services,  according  to 
DeWitt  Ezell,  president  of  BellSouth- 
Tennessee. 

"We're  also  in  the  process  of 
launching  video  service  in  selected 
markets  throughout  our  region  and 
plan  to  offer  long-distance  services 
throughout  our  region  soon,"  says 
Ezell. 

Tuned  In  to  Tomorrow 

This  month,  BellSouth  joins  an 
impressive  list  of  sponsors  for  Gov- 
ernor Sundquist's  first  Economic 
Summit,  slated  for  Oct.  29-31  at 
Nashville's  Opryland  Hotel  and  fea- 
turing as  a  guest  speaker  Steve  Forbes, 
president  and  editor-in-chief  of  Forbes 
magazine. 

"Tuned  In  to  Tomorrow"  is  the 
theme  of  the  high-powered  confer- 
ence, expected  to  attract  more  than 
1,500  participants  and  100  exhibitors. 


It  will  focus  on  the  future  of  Ten- 
nessee's economy  and  the  outlook  for 
the  state's  major  economic  sectors. 

"This  summit  is  an  ambitious  step 
toward  becoming  a  global  business 
center  in  the  21st  century,"  says 
Governor  Sundquist. 

What's  that  sound?  It's  the  swell  of 
Tennessee's  economic  symphony, 
tuning  up  for  a  new  millennium.  And 
it  sure  sounds  good  to  me. 


Governor  Don  Sundquist 

invites  you  to  find  out  more. 

Call  us  at  1-800-251-8594, 

fax  us  at  615-741-5829  or  visit 

our  Web  site  at  www.state.tn.us. 


Writer  Sharon  H.  Fitzgerald 

is  a  prime  example  of  an  entrepreneurial 

Tennessee  native.  Her  home-based 

communications  business  is  in 

Murfreesboro,  just  south  of  Nashville. 

Photos  provided  by  State  of 
Tennessee  Photographic  Services. 


Before  they  discovered 
Niishville's  business  community, 
corporations  like  the  Houston 
Oilers  knew  us  for  country  music. 
Now  they  know  us  for  our  business- 
friendly  government,  reasonable 
operating  costs,  and  world-class 
transportation  including  an 
international  airport  and  three 
interstate  highways.  No  wonder 
the  Oilers  are  moving. 


Discover  The  Unexpected. 


To  discover  more  about 
Nashville's  unexpected  benefits, 
call  Fred  Harris  at  (615)259-4709. 


MUSIC  CITY  USA 

Nashville  Area  Ciiamber  of  Commerce 

l6l  4th  Ave.  N.,  Nashville,  TN  37219 

http://www.nashville.tnstate.edu. 
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Adelson,  Sheldon 
Albertson,  Kathryn  McCurry  i 
Alfond  family 
Alien,  Herbert  A.  Jr 
Allen,  Herbert  Sr  ■ 
Allen,  Paul  Gardner 
Anderson,  John  Edward 
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Buffett,  Warren  Edward 

•  New  entry.   0  Returnee.  ■  Dropout,  t  Near  miss. 


194 

Boston,  Massachusetts 

60 

2,400 

Medical  devices 

276 

Blue  Bell.  Pennsylvaoia 

64 

760 

U.S.  Healthcare 

341 

Fairfax,  Virginia 

40 

560 

UUNet 

310 

Boston,  Massachusetts 

64 

550 

Trade  shows,  casinos 

368 

Boise,  Idaho 

90 

Albertson's,  Inc. 

354 

Maine 

1,100 

Dexter  Shoe 

218 

New  York,  New  York 

57 

'•1,600 

Stock  market 

368 

New  York,  New  York 

deceased 

Stock  market 

154 

Mercer  Island,  Washington 

44 

17,000 

Microsoft  Corp. 

298 

Bel  Air,  California 

80 

625 

Beverage  distribution 

176 

Wynnewood,  Pennsylvania 

89 

3,800 

Publishing 

170 

Denver,  Colorado 

57 

5,200 

Oil,  railroads 

252 

Greenwich,  Connecticut 

68 

980 

PanAmSat  Corp. 

310 

Miami,  Florida 

61 

550 

Television 

174 

Honolulu,  Hawaii 

74 

5,000 

Inheritance  (Cox  Enterprises) 

191 

Bal  Harbour,  Florida 

48 

2,700 

Carnival  Cruise  Lines 

259 

Palo  Alto,  California 

60 

900 

Real  estate 

354 

Puerto  Rico;  Miami,  Florida 

2,000 

Liquor 

334 

Chevy  Chase,  Maryland 

51 

880 

Manor  Care,  Inc. 

302 

Silver  Spring,  Maryland 

78 

580 

Manor  Care,  Inc. 

158 

Bellevue,  Washington 

41 

8,300 

Microsoft  Corp. 

354 

California  et  al. 

1,900 

Dow  Jones  &  Co. 

356 

California  et  al. 

1,000 

Textiles,  apparel 

342 

Tulsa,  Oklahoma 

46 

530 

Debt  collection 

342 

Tulsa,  Oklahoma 

48 

530 

Debt  collection 

320 

Fort  Worth,  Texas 

56 

490 

Divorce 

190 

Fort  Worth,  Texas 

52 

1,000 

Oil,  investments 

186 

Fort  Worth,  Texas 

41 

2.900 

Oil,  investments 

190 

Fort  Worth,  Texas 

82 

1,200 

Oil,  investments 

208 

Fort  Worth,  Texas 

49 

2.200 

Oil,  investments 

186 

Fort  Worth,  Texas 

54 

2.500 

Oil,  investments 

259 

Virginia  Beach,  Virginia 

70 

915 

Media 

222 

San  Francisco,  California 

45 

1,500 

Engineering,  construction 

222 

San  Francisco,  California 

72 

1,500 

Engineering,  construction 

322 

Blackhawk,  California 

69 

485 

Real  estate 

295 

Las  Vegas,  Nevada 

72 

630 

Gambling 

268 

Rye,  New  Hampshire 

43 

820 

Cabletron  Systems 

276 

Dayton,  Ohio 

75 

750 

Yellow  pages 

308 

Wayzata,  Minnesota 

81 

560 

3M 

238 

Hinsdale.  Illinois 

59 

1,200 

Tellabs  Inc. 

248 

Atlanta,  Georgia 

55 

600 

Home  Depot 

356 

Baltimore.  Maryland 

1.900 

Amoco 

240 

New  York,  New  York 

55 

1,300 

Financial  news  service 

320 

Wayland,  Massachusetts 

68 

500 

Sound  systems 

228 

Los  Angeles.  California 

57 

700 

Inheritance 

318 

Greenville.  Delaware 

84 

500 

Inheritance  (DuPont  Co.) 

194 

Newport  Beach,  California 

65 

2,500 

Real  estate 

236 

Los  Angeles,  California 

64 

1,300 

Homebuilding 

186 

New  York,  New  York 

68 

3,000 

Seagram  Co. 

356 

Louisville.  Kentucky 

1,700 

Brown-Forman  Corp. 

222 

San  Francisco,  California 

65 

1,600 

Berkshire  Hathaway 

153 

Omaha,  Nebraska 

67 

21,000 

Berkshire  Hathaway 
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Busch  family 
Butler.  Sarah  Turner 
Butt.  Charles  C. 


356 
278 
260 


St.  Louis.  Missouri 
Columbus,  Georgia 
San  Antonio,  Texas 


1.800        Aniieuser-Busch 
77  720        Intieritance  (Coca-Cola) 

59  900        Grocery  stores 


Cafaro.  William  Michael 
Campbell  family 
Carell.  Monroe  J.  -k 
Cargill,  James  R. 
Cargill.  Margaret 
Carlson.  Curtis  LeRoy 
Chace.  Malcolm  Green  II 
Chambers.  Anne  Cox 
Chan.  Ronnie 
Chandler  family 
Checchi.  Alfred  A. 
ChernicK.  Aubrey  -k 
Chowdry.  Michael  ■ 
Clapp  family 
ClarK.  James  H. 
Clayton.  James  Lee 
Colket.  Tristram 
Collier  family 
Comer.  Gary  Campbell 
Connell.  Grover 
Connell.  William 
Cook.  William  Alfred 
Cooke.  Jack  Kent  ■ 
Cooke.  Phoebe  Hearst 
Coors  family 
Copley.  Helen  Kinney 
Corn.  Elizabeth  Turner 
Coulter.  Wallace  Henry  ■ 
Crown.  Lester 

Darden.  Constance  Simons  du  Pont 

Dart.  William  A. 

Davenport.  Elizabeth  Lupton 

Davidson.  Janice  G.  ■ 

Davidson.  Robert  M.  ■ 

Davidson.  William  Morse 

Davis.  Marvin  H. 

Davis  family 

Day,  Robert  Addison 

Dayton  family 

De  Young  family 

DeBartolo,  Edward  John  Jr 

Dedman.  Robert  Henry  Sr. 

Dell.  Michael 

DeVos.  Richard  M. 

Disney.  Roy  Edward 

Dixon,  Fitz  Eugene  Jr.  ■ 

Dolan,  Charles  Francis 


270 

Hubbard,  Ohio 

84 

800 

Shopping  malls 

356 

Hawaii 

1,100 

Land,  investments 

340 

Nashville,  Tennessee 

66 

600 

Central  Parking 

??? 

Minneapolis.  Minnesota 

73 

1,500 

Cargill,  Inc. 

222 

La  Jolla,  California 

77 

1,500 

Cargill,  Inc. 

228 

Long  Lake,  Minnesota 

83 

1,400 

Trading  stamps,  hotels 

288 

Providence,  Rhode  Island 

62 

670 

Inheritance 

174 

Atlanta,  Georgia 

77 

5,000 

Inheritance  (Cox  Enterprises) 

270 

Hong  Kong 

47 

800 

Real  estate 

356 

Los  Angeles.  California 

2,500 

Times  Mirror  Co. 

304 

Beverly  Hills.  California 

49 

600 

Northwest  Airlines  Corp. 

348 

Los  Angeles,  California 

49 

500 

Software 

368 

Denver,  Colorado 

42 

Atlas  Air 

356 

Seattle,  Washington 

1,700 

Lumber 

290 

Woodside.  California 

53 

700 

Netscape 

304 

Knoxville.  Tennessee 

63 

570 

Mobile  homes 

216 

Paoli,  Pennsylvania 

59 

660 

Inheritance  (Campbell  Soup) 

356 

Naples,  Florida 

1,400 

Real  estate 

296 

Chicago,  Illinois 

68 

630 

Lands'  End 

320 

Westfield,  New  Jersey 

79 

500 

Equipment  leasing,  rice 

295 

Swampscott,  Massachusetts 

59 

650 

Scrap  metal 

282 

Bloommgton,  Indiana 

66 

700 

Catheters 

368 

Middleburg,  Virginia 

deceased 

Real  estate 

228 

San  Francisco,  California 

70 

700 

Inheritance 

356 

Golden,  Colorado 

1,000 

Beer 

272 

La  Jolla,  California 

74 

775 

Media 

278 

Columbus.  Georgia 

71 

720 

Inheritance  (Coca-Cola) 

368 

Miami,  Florida 

84 

Medical  equipment 

194 

Wilmette,  Illinois 

72 

2.500 

Conglomerateur 

316 

Norfolk,  Virginia 

93 

500 

Inheritance  (DuPont  Co.) 

310 

Sarasota,  Florida 

69 

550 

Dart  Container 

280 

.  Lookout  Mountain,  Tennessee 

64 

700 

Inheritance  (Coca-Cola  bottling) 

368 

Torrance,  California 

53 

Software 

368 

Torrance,  California 

53 

Software 

222 

Bloomfield  Hills,  Michigan 

74 

1,500 

Guardian  Industries  Corp. 

194 

Beverly  Hills,  California 

72 

2.600 

Oil,  real  estate 

358 

Jacksonville,  Florida 

2,400 

Winn-Dixie  Stores 

320 

New  York,  New  York 

53 

500 

Money  management 

358 

Minneapolis,  Minnesota 

1,100 

Retailing 

358 

San  Francisco,  California 

1,500 

Publishing 

276 

Youngstown,  Ohio 

50 

750 

Shopping  centers 

251 

Dallas,  Texas 

71 

1,000 

Country  clubs 

168 

Austin,  Texas 

32 

5,500 

Dell  Computer  Corp. 

191 

Ada,  Michigan 

71 

2,400 

Amway 

272 

Los  Angeles,  California 

67 

810 

Walt  Disney  Co. 

368 

Lafayette  Hill,  Pennsylvania 

74 

Inheritance 

298 

Oyster  Bay,  New  York 

71 

610 

Cable  TV 

*  New  entry.   0  Returnee.  ■  Dropout,  t  Near  miss. 
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Donnelley  family 

358 

Chicago,  Illinois 

1,800 

R.R.  Donnelley  &  Sons 

1 

Dorrance,  Bennett 

190 

Paradise  Valley,  Arizona 

50 

2,600 

Inheritance  (Campbell  Soup) 

1 

Douglas,  Jean  W.  -k 

345 

Washington,  D.C. 

77 

500 

Pioneer  Hi-Bred  International 

l| 

Druckenmiller,  Stanley  F. 

270 

New  York,  New  York 

44 

'800 

Money  management 

1 

du  Pont  (Pierre  Samuel  II  heirs)  family 

358 

Delaware;  Virginia 

14,000 

Inheritance  (DuPont  Co.) 

1 

du  Pont,  Alexis  Felix  Jr.  ■ 

368 

Wilmington,  Delaware 

deceased  - 

Inheritance  (DuPont  Co.) 

1 

du  Pont,  Irenee  Jr. 

316 

Montchanin,  Delaware 

77 

500 

Inheritance  (DuPont  Co.) 

Duffield,  David  A. 

218 

Danville,  California 

57 

1,700 

PeopleSoft  Inc. 

Duke,  Jennifer  Johnson 

280 

Jacksonville,  Florida 

56 

700 

Inheritance  (Johnson  &  Johnson) 

Earhart,  Anne  Catherine  Getty 

288 

Laguna  Beach,  California 

45 

670 

Inheritance  (oil) 

Ebrahimi,  Farhad  ■ 

368 

Denver,  Colorado 

58 

Quark  Inc. 

Edson,  John  Drin 

262 

Seattle,  Washington 

65 

830 

Manufacturing 

Egan,  Michael  S.  -k 

344 

Fort  Lauderdale,  Florida 

57 

540 

Alamo  Rent  A  Car 

Egan,  Richard  J. 

268 

Hopkinton,  Massachusetts 

61 

800 

EMC  Corp. 

Eisner,  Michael  D.  0 

274 

Los  Angeles,  California 

55 

760 

Walt  Disney  Co. 

Ellison,  Lawrence  Joseph 

156 

Atherton,  California 

53 

9,200 

Oracle  Corp. 

Emmerson,  Archie  Aldis  (Red)  • 

325 

Redding,  California 

68 

1,100 

Sierra  Pacific  Industries 

Engelhard,  Jane  B.  ■ 

368 

Far  Hills,  New  Jersey 

79 

Inheritance 

Engelstad,  Ralph  L  ■ 

368 

Las  Vegas,  Nevada 

67 

Casino/hotel 

1 

Ergen,  Charles* 

348 

Denver,  Colorado 

44 

500 

Satellite  television 

mm 

Farmer,  Richard  T. 

256 

Cincinnati,  Ohio 

62 

940 

Cintas  Corp. 

Feeney,  Charles  F.  ■ 

368 

London,  England 

66 

Duty  Free  Shoppers 

Fold,  Kenneth 

294 

Potomac,  Maryland 

49 

650 

Circus 

1 

Field,  Frederick  Woodruff 

246 

Beverly  Hills,  California 

45 

1,100 

Media 

Fireman,  Paul  Barry 

284 

Newton,  Massachusetts 

53 

690 

Reebok 

Fisher  family 

358 

New  York,  New  York 

1,000 

Real  estate 

Fisher,  Donald  George 

226 

San  Francisco,  California 

69 

1,500 

The  Gap 

Fisher,  Doris  Feigenbaum 

226 

San  Francisco,  California 

66 

1,500 

The  Gap 

Fisher,  John  J. 

295 

San  Francisco,  California 

36 

630 

Inheritance  (The  Gap) 

Fisher,  Larry  ■ 

368 

New  York,  New  York 

90 

Real  estate 

Fisher,  Max  Martin 

316 

Franklin,  Michigan 

89 

510 

Oil,  investments 

Fisher,  Robert  J. 

295 

San  Francisco,  California 

43 

525 

Inheritance  (The  Gap) 

Fisher,  William  f. 

295 

San  Francisco,  California 

40 

500 

Inheritance  (The  Gap) 

Fisher,  Zachary  ■ 

368 

New  York,  New  York 

87 

Real  estate 

Flatley,  Thomas  John 

278 

Milton,  Massachusetts 

65 

730 

Real  estate 

Flinn,  Lawrence  Jr 

280 

Greenwich,  Connecticut 

61 

710 

United  Video  Satellite  Group 

Ford,  Josephine  F 

230 

Grosse  Pointe  Farms,  Michigan 

74 

800 

Inheritance  (Ford  Motor  Co.) 

Ford,  William  Clay 

230 

Grosse  Pointe  Shores,  Michigan 

72 

1,400 

Inheritance  (Ford  Motor  Co.) 

Foss,  Donald  ^ 

368 

Farmington  Hills,  Michigan 

53 

Credit  Acceptance  Corp. 

Fribourg,  Michel 

204 

New  York,  New  York 

84 

2,400 

Grain  trader 

Friedman,  Phyllis  Koshland  ■ 

368 

San  Francisco,  California 

74 

Inheritance  (Levi  Strauss) 

Frist,  Thomas  F.  Jr 

250 

Nashville,  Tennessee 

59 

1,000 

Columbia/HCA  Healthcare 

Frost,  Dr  Phillip  ■ 

368 

Miami  Beach.  Florida 

61 

Pharmaceuticals 

Gallo,  Ernest 

320 

Modesto,  California 

88 

500 

Wine 

Galvin,  Robert  William 

216 

Barrington  Hills,  Illinois 

75 

1,800 

Motorola,  Inc. 

Gates,  Charles  Cassius  Jr 

233 

Denver,  Colorado 

76 

1,300 

Gates  Corp. 

Gates,  William  Henry  III 

152 

Bellevue,  Washington 

41 

39,800 

Microsoft  Corp. 

Gaylord,  Edward  Lewis 

240 

Oklahoma  City,  Oklahoma 

78 

1,200 

Media 

Geballe,  Frances  Koshland 

205 

San  Francisco,  California 

76 

900 

Inheritance  (Levi  Strauss) 

*  New  entry.  0  Returnee.  ■  [ 
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Name 


Geffen,  David 

George,  Mary  Hulman  -A- 

Gerry,  Alan 

Getty,  Caroline  Marie 

Getty,  Gordon  Peter 

Getty,  J.  Paul  Jr. 

Giannulli,  Mossimo  ■ 

Gill,  rimothy  ■ 

Glazer,  Guilford 

Goergen,  Robert  B. 

Goizueta,  Roberto  Crispulo 

Goldman,  Richard  N. 

Goldsbury,  Christopher 

Golisano,  Blase  Thomas  -k 

Gonda,  Leslie  L. 

Gonda,  Louis  L. 

Goodnight,  James 

Gore  family 

Gosman,  Abraham  at 

Gottwald.  Bruce  Cobb  0 

Gottwald,  Floyd  Dewey  Jr.  0 

Graham  family 

Grainger,  David  William  t 

Green,  Joshua  III  -k 

Green,  Pincus 

Greenberg,  Maurice  Raymond 

Gund  family 

Haas,  Evelyn  Danzig 
Haas,  John  Charles 
Haas,  Josephine  B. 
Haas,  Margaret  E. 
Haas,  Peter  E.  Jr. 
Haas,  Peter  E.  Sr. 
Haas,  Robert  Douglas 
Haebler  family 
Hall,  Donald  Joyce 
Hamilton,  Dorrance  Hill 
Harbert,  Marguerite 
Hascoe,  Norman 
Hearst,  Austin 
Hearst,  David  Whitmire  Jr. 
Hearst,  George  Randolph  Jr. 
Hearst,  Randolph  Apperson 
Hearst,  William  Randolph  III 
Heinz,  Teresa  F. 
Helmsley,  Harry  Brakmann  ■ 
Helmsley,  Leona  -k 
Herb,  Marvin  J. 
Hess,  Leon 

Hewlett,  William  Redington 
Heyman,  Samuel  J. 
Hilbert,  Stephen  C.  t 
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204 

Malibu,  California 

54 

2,000 

Music 

344 

Indianapolis,  Indiana 

62 

500 

Indianapolis  500,  banking 

258 

Liberty,  New  York 

68 

970 

Cable  TV 

288 

San  Francisco,  California 

40 

670 

Inheritance  (oil) 

213 

San  Francisco,  California 

61 

1,900 

Inheritance  (oil) 

250 

London,  England 

65    - 

1,000 

Inheritance  (oil) 

370 

Laguna  Beach,  California 

33 

Clothing 

370 

Denver,  Colorado 

43 

Quark  Inc. 

314 

Beverly  Hills,  California 

76 

525 

Real  estate 

302 

Greenwich,  Connecticut 

59 

600 

Candles 

238 

Atlanta,  Georgia 

65 

1,300 

Coca-Cola 

236 

San  Francisco,  California 

77 

1,300 

Inheritance  (Levi  Strauss) 

250 

San  Antonio,  Texas 

53 

1,000 

Salsa 

350 

Roctiester,  New  York 

56 

490 

Paychex,  Inc. 

268 

Beverly  Hills,  California 

78 

780 

International  Lease  Finance  Co. 

268 

Beverly  Hills,  California 

49 

800 

International  Lease  Finance  Co. 

191 

Gary,  North  Carolina 

54 

2,600 

Software 

358 

Newark,  Delaware 

1,300 

Gore-Tex 

372 

Palm  Beach,  Florida 

68 

470 

Healthcare 

308 

Richmond,  Virginia 

64 

510 

Ethyl  Corp. 

308 

Richmond,  Virginia 

75 

560 

Ethyl  Corp. 

358 

Washington,  O.C. 

1,000 

Washington  Post  Co. 

376 

Skokie,  Illinois 

70 

460 

Electrical  and  industrial  equipment 

338 

Seattle,  Washington 

61 

650 

Inheritance  (PeoplesBank) 

258 

Meggen,  Switzerland 

62 

875 

Commodities  trader 

214 

New  York,  New  York 

72 

1,900 

American  International  Group 

358 

Cleveland  origin 

2,200 

Inheritance  (Sanka,  banking) 

205 

San  Francisco,  California 

80 

900 

Inheritance  (Levi  Strauss) 

248 

Villanova,  Pennsylvania 

79 

1,000 

Rohm  &  Haas 

205 

San  Francisco,  California 

83 

900 

Inheritance  (Levi  Strauss) 

205 

San  Francisco,  California 

42 

600 

Inheritance  (Levi  Strauss) 

205 

San  Francisco,  California 

49 

9/0 

Inheritance  (Levi  Strauss) 

205 

San  Francisco,  California 

78 

2,400 

Inheritance  (Levi  Strauss) 

205 

San  Francisco,  California 

55 

860 

Inheritance  (Levi  Strauss) 

360 

Milwaukee,  Wisconsin 

1,000 

Int'l  Flavors  and  Fragrances 

233 

Mission  Hills,  Kansas 

69 

1,400 

Inheritance  (Hallmark  Cards) 

216 

Wayne,  Pennsylvania 

69 

1,800 

Inheritance  (Campbell  Soup) 

248 

Birmingham,  Alabama 

74 

1.100 

Inheritance 

302 

Greenwich,  Connecticut 

68 

575 

Semiconductor  materials,  investments 

228 

New  York,  New  York 

45 

700 

Inheritance 

228 

Los  Angeles,  California 

52 

700 

Inheritance 

228 

Los  Angeles,  California 

70 

700 

Inheritance 

228 

New  York,  New  York 

81 

1,400 

Inheritance 

228 

San  Francisco,  California 

48 

800 

Inheritance 

310 

Fox  Chapel,  Pennsylvania 

59 

550 

Inheritance  (H.J.  Heinz  Co.) 

368 

New  York,  New  York 

deceased 

Real  estate 

326 

Greenwich,  Connecticut 

77 

1,800 

Real  estate,  hotels 

282 

Chicago,  Illinois 

60 

700 

Coca-Cola  bottler 

274 

Deal,  New  Jersey 

83 

770 

Amerada  Hess 

175 

Portola  Valley,  California 

84 

4,100 

Hewlett-Packard 

249 

New  York,  New  York 

58 

1,000 

GAF  Corp. 

378 

Carmel,  Indiana 

51 

445 

Conseco,  insurance 
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Name 

Page 

Residence 

Age 

Worth 
($mil) 

Primary  sources 

HHIi 

Hillenbrand  family 

362 

Batesville,  Indiana 

1,800 

Caskets,  hospital  beds 

Hillman,  Henry  Lea 

183 

Pittsburgh,  Pennsylvania 

78 

3,000 

Industrialist 

Hilton,  William  Barron 

278 

Holmby  Hills.  California 

69 

720 

Hotels 

Hixon  family 

360 

Pasadena.  California 

i:500 

Connectors 

Holden,  Ronald  -k 

342 

Williamsburg,  Iowa 

52 

560 

Seeds 

Holding,  Robert  Earl 

272 

Salt  Lake  City.  Utah 

70  - 

780 

Gas  stations,  real  estate 

Hollingsworth,  John  D.  ■ 

370 

Greenville,  South  Carolina 

79 

Textile  machinery 

Honickman,  Harold 

269 

Rydal,  Pennsylvania 

64 

800 

Beverage  distribution 

Hostetter,  Amos  Barr  Jr. 

233 

Boston.  Massachusetts 

60 

1,300 

Continental  Cablevision 

Hubbard,  Stanley  Stub 

260 

St.  Mary's  Point.  Minnesota 

64 

890 

Broadcasting 

Hudson,  Harris  Whitfield  • 

352 

Fort  Lauderdale.  Florida 

55 

475 

Garbage 

Hughes,  Bradley  Wayne 

238 

Glendale,  California 

64 

1,200 

Public  Storage  Inc. 

Hughes  family 

360 

California;  Nevada 

1,000 

Hughes  Aircraft 

Huizenga,  Harry  Wayne 

226 

Fort  Lauderdale,  Florida 

59 

1,700 

Blockbuster  Entertainment 

Hunt,  Caroline  Rose 

302 

Dallas.  Texas 

74 

575 

Inheritance  (oil) 

Hunt,  Ray  Lee 

208 

Dallas.  Texas 

54 

2,100 

Oil  and  gas 

Huntsman,  Jon  Meade 

183 

Salt  Lake  City,  Utah 

60 

3,000 

Plastics,  chemicals 

Hyde,  Joseph  Reeves  III  "t 

372 

Memphis,  Tennessee 

54 

470 

Auto  parts 

Icahn,  Carl  Celian 

209 

New  York.  New  York 

61 

2,000 

Finance 

Idema  family 

360 

Grand  Rapids,  Michigan 

1,800 

Steelcase 

Hitch,  Michael 

296 

Detroit.  Michigan 

68 

630 

Pizza 

Ingram.  Martha  Robinson  Rivers 

182 

Nashville.  Tennessee 

62 

3,200 

Inheritance 

Jamail,  Joseph  Dahr  Jr. 

256 

Houston,  Texas 

71 

950 

Lawsuits 

Jannard,  Jim 

266 

San  Juan  Islands,  Washington 

48 

1,000 

Sunglasses 

Jenkins  family 

362 

Lakeland,  Florida 

1,300 

Publix  Super  Markets 

Jobs,  Steven  Paul 

280 

Palo  Alto,  California 

42 

710 

Computers 

Johnson,  Abigail 

181 

Boston,  Massachusetts 

35 

3,400 

Fidelity  Investments 

Johnson,  Barbara  Piasecka 

232 

Princeton.  New  Jersey 

60 

1.400 

Inheritance  (Johnson  &  Johnson) 

Johnson,  Charles  Bartlett 

213 

Hillsborough.  California 

64 

1,900 

Franklin  Resources  Inc. 

Johnson,  Edward  Crosby  III 

181 

Boston.  Massachusetts 

67 

1,700 

Fidelity  Investments 

Johnson,  James  Loring 

280 

Pottersville,  New  Jersey 

52 

700 

Inheritance  (Johnson  &  Johnson) 

Johnson,  Rupert  Harris  Jr. 

214 

Hillsborough,  California 

57 

1.500 

Franklin  Resources 

Johnson,  Samuel  Curtis 

190 

Racine.  Wisconsin 

69 

2,800 

S.C. Johnson  &  Son 

Johnston,  Summerfield  K.  Jr.  -k 

332 

Chattanooga,  Tennessee 

65 

960 

Coca-Cola  bottler 

Jones,  Jerral  W.  ■ 

370 

Dallas.  Texas 

55 

Oil  and  gas 

Jordan  family 

362 

Boston  origin 

1.200 

Inheritance  (media,  retailing) 

Joseph,  George 

260 

Los  Angeles,  California 

76 

900 

Mercury  General  Corp. 

Joseph,  Gloria  t 

372 

Los  Angeles,  California 

73 

470 

Mercury  General  Corp. 

Kaiser,  George  B. 

242 

Tulsa.  Oklahoma 

55 

1.200 

Oil  and  gas 

Kamins,  Philip  Evan  ■ 

370 

Beverly  Hills.  California 

61 

Plastics 

Keinath,  Pauline  MacMillan 

252 

St.  Louis,  Missouri 

65 

975 

Cargill.  Inc. 

Kelly,  William  Russell 

312 

Fort  Lauderdale,  Florida 

91 

540 

Kelly  Services.  Inc. 

Kerkorian,  Kirk 

181 

Las  Vegas.  Nevada 

80 

3,700 

Investments 

Kimmel,  Sidney 

256 

Philadelphia,  Pennsylvania 

68 

960 

Jones  Apparel 

Kluge,  John  Werner 

160 

Charlottesville,  Virginia 

83 

7.800 

Metromedia  Co. 

Knight,  Philip  H. 

170 

Portland,  Oregon 

59 

5.400 

Nike,  Inc. 

Koch,  Charles  de  Ganahl 

208 

Wichita,  Kansas 

61 

2,200 

Inheritance  (oil  services) 

Koch,  David  Hamilton 

208 

New  York,  New  York 

57 

2,200 

Inheritance  (oil  services) 

Koch,  Frederick  Robinson 

299 

London,  England 

62 

600 

Inheritance  (oil  services) 

•  New  entry.  0  Returnee.  ■  Dropout,  t  Near  miss. 
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When  looking  for  oil 
down  here,  it  helps  to  have  technology 

that  opens  your  eyes. 


"Iff 


[% 


^-'^^ 
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Put  your  hands  over  your  eyes.  Now  look  for 
oil.  That's  what  it's  like  looking  for  oil  located 
below  salt  layers  as  thick  as  5,000  feet  in  the 
Gulf  of  Mexico.  But  recently,  we  found  a  way  to 
see  through  these  layers.  We  combined  inno- 
vative thinking  with  advanced  3-D  seismic  tech- 


nology to  make  the  Gulf's  first  commercially 
successful  sub-salt  oil  discovery  A  break- 
through that  was  due  not  so  much  to  improved 
eyesight,  as  to  vision.  At  Phillips,  that's  what  it 
means  to  be  The  Performance  Company  ^^% 
PHILLIPS  PETROLEUM  COMPANY  @ 


For  CI  copy  of  our  annual  report,  call  918-661-3700,  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesville,  OK  7W04„ 

or  visit  us  at  www.phillips66.com.  /! 


msiFJ, 


Name 


Page 


Residence 


flge 


Worth 
($mil) 


Primary  sources 


Koch,  William  Ingraham 
Kohiberg,  Jerome  Spiegel  Jr. 
Koshland,  Daniel  E.  Jr. 
Kovner,  Bruce 
Krasny,  Michael 
Kravis,  Henry  R. 
Krehbiel.  Frederick  A. 
Krehbiel.  John  Hammond  Jr. 
Kroc,  Joan  Beverly 
Kroenke,  Ann  Walton 

Lauder,  Leonard  Alan 
Lauder,  Ronald  Steven 
Lauren,  Ralph 
Laurie,  Nancy  Walton 
Lee,  Thomas  Haskell 
LeFrak,  Samuel  Jayson 
Lenfest,  Harold  FitzGerald 
Lennon,  Fred  A. 
Lerner,  Alfred 
Levine,  Stuart  Robert 
Levy,  Leon 

Lewis,  Peter  Benjamin 
Liemandt,  Joseph  A. 
Lilly  family 

Lindemann,  George  L 
Lindner,  Carl  Henry  Jr. 
Littlefield,  Edmund  Wattis 
Litwin,  Leonard 
Lopker,  Pamela  M.  ■ 
Louis  family 
Lucas,  George 
Lupton,  John  Thomas 
Lykes  family 
Lyon,  Frank  Jr. 

MacMlllan,  Cargill  Jr. 
MacMillan,  John  Hugh  III 
MacMillan,  W.  Duncan 
MacMillan,  Whitney 
Magerko,  Maggie  Hardy  t 
Magness,  Bob  John  ■ 
Malone,  John  C. 
Malone,  Mary  Alice  Dorrance 
Mandel  family 
Mandel,  Jack  N.  ■ 
Mandel,  Joseph  C.  ■ 
Mandel,  Morton  Leon  ■ 
Manoogian,  Richard  Alexander 
Marcus,  Bernard 
Marion,  Anne  Windfohr 
Marks,  Nancy  Smith  Lurie 


299 

West  Palm  Beach.  Florida 

57 

600 

Inheritance  (oil  services) 

262 

Mount  Kisco,  New  York 

72 

830 

Leveraged  buyouts 

205 

San  Francisco,  California 

77 

620 

Inheritance  (Levi  Strauss) 

294 

New  Yorl(,  New  York 

52 

■■650 

Money  management 

295 

Vernon  Hills,  Illinois 

44 

635 

Mail-order  computer  sales 

242 

New  York,  New  York 

53 -_ 

1,200 

Leveraged  buyouts 

262 

Hinsdale,  Illinois 

56 

560 

Molex  Inc. 

262 

Lake  Forest,  Illinois 

60 

865 

Molex  Inc. 

208 

Rancho  Santa  Fe,  California 

69 

2,100 

Inheritance  (McDonald's) 

290 

Columbia,  Missouri 

47 

660 

Inheritance  (Wal-Mart) 

208 

New  York,  New  York 

63 

2,300 

Cosmetics 

205 

New  York,  New  York 

53 

2,400 

Cosmetics 

214 

New  York,  New  York 

57 

1,800 

Fashion 

290 

Columbia,  Missouri 

45 

660 

Inheritance  (Wal-Mart) 

277 

Boston,  Massachusetts 

53 

750 

Leveraged  buyouts 

228 

New  York,  New  York 

79 

1,400 

Real  estate 

282 

Huntingdon  Valley,  Pennsylvania 

67 

700 

Cable  TV 

250 

Hunting  Valley,  Ohio 

91 

1,000 

Crawford  Fitting 

204 

Shaker  Heights,  Ohio 

64 

2,500 

Banking 

268 

Stratham,  New  Hampshire 

39 

730 

Cabletron  Systems 

312 

New  York,  New  York 

72 

550 

Money  management 

249 

Beachwood,  Ohio 

63 

1,000 

Progressive  Corp. 

318 

Austin,  Texas 

29 

500 

Trilogy  Development  Group 

363 

Indianapolis,  Indiana 

1,700 

Pharmaceuticals 

272 

Wellington,  Florida 

61 

790 

Cable,  cellular 

288 

Cincinnati,  Ohio 

78 

665 

Insurance 

262 

Burlingame,  California 

83 

890 

Utah  International 

300 

New  York,  New  York 

83 

600 

Real  estate 

370 

Carpenteria,  California 

43 

Software 

363 

Chicago  area 

1,400 

Inheritance  (Johnson  Wax) 

209 

San  Rafael,  California 

53 

2,000 

Movies,  special  effects 

280 

Lookout  Mountain,  Tennessee 

71 

/OO 

Coca-Cola  bottling 

363 

Florida 

1,100 

Shipping 

298 

Boca  Raton,  Florida 

56 

600 

Beverage  bottling,  investments 

252 

Wayzata.  Minnesota 

70 

975 

Cargill,  Inc. 

252 

Hillsboro  Beach,  Florida 

69 

975 

Cargill,  Inc. 

252 

Wayzata,  Minnesota 

67 

975 

Cargill,  Inc. 

252 

Minneapolis,  Minnesota 

68 

975 

Cargill,  Inc. 

376 

Eightyfour,  Pennsylvania 

31 

450 

Lumber 

368 

Englewood,  Colorado 

deceased 

Cable  TV 

269 

Parker,  Colorado 

56 

750 

Cable  TV 

190 

Coatesville,  Pennsylvania 

47 

2,800 

Inheritance  (Campbell  Soup) 

363 

Shaker  Heights,  Ohio 

1,300 

Premier  Industrial  Corp. 

370 

Shaker  Heights,  Ohio 

84 

Premier  Industrial  Corp. 

370 

Lyndhurst,  Ohio 

83 

Premier  Industrial  Corp. 

370 

Shaker  Heights,  Ohio 

76 

Premier  Industrial  Corp. 

314 

Grosse  Pointe  Farms,  Michigan 

61 

515 

Masco  Corp. 

248 

Atlanta,  Georgia 

68 

1,100 

Home  Depot 

320 

Fort  Worth,  Texas 

58 

490 

Inheritance 

316 

Chestnut  Hill,  Massachusetts 

70 

515 

Harcourt  General,  Inc. 

•  New  entry.  0  Returnee.  ■  Dropout,  t  Near  miss. 
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THERE    ARE    OVER    100    STYLES    AND    FINISHES    OF    WATERMAN    WRITING    INSTRUMENTS    TO    CHOOSC 
EACH    WITH    A    LIFETIME    GUARANTEE.    ONE    OF    WHICH    IS    CERTAIN    TO    SUIT    YOUR    OWN    EXTRAOROIN.' 

AVAILABLE   AT  THINGS   REMEMBERED   1-800-274-7367. 
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Name 


Page 


Residence 


Age 


Worth 
($ntil) 


Primary  sources 


Marriott.  John  Willard  Jr. 

232 

Washington,  D.C. 

Marriott,  Richard  Edwin 

232 

Washington,  D.C.  ■ 

Mars,  Forrest  Edward  Jr. 

181 

McLean,  Virginia 

Mars,  Forrest  Edward  Sr. 

181 

Miami,  Florida 

Mars,  John  Franklyn 

182 

Arlington,  Virginia 

Marshall,  Barbara  Hall 

233 

Kansas  City,  Missouri 

Marshall,  E.  Pierce 

318 

Houston,  Texas 

Mathlle,  Clayton  Lee 

318 

Dayton,  Ohio 

Maughan,  Rex  ir 

346 

Paradise  Valley,  Arizona 

May,  Cordelia  Scaife 

291 

Ligonier,  Pennsylvania 

May,  Irene  Sophie  du  Pont 

316 

Wilmington,  Delaware 

Mays,  L.  Lowry 

254 

San  Antonio,  Texas 

McCaw,  Bruce  R. 

209 

Bellevue,  Washington 

McCaw,  Craig  0. 

209 

Bellevue,  Wasliington 

McCaw,  John  EIroy  Jr. 

209 

Seattle,  Washington 

McCaw,  Keith  W. 

209 

Seattle,  Washington 

McCombs,  Billy  Joe  (Red) 

256 

San  Antonio,  Texas 

McCormack,  Mark 

291 

Cleveland,  Ohio 

McGlothlin,  James  0 

322 

Bristol,  Tennessee 

McGovern,  Patrick  Joseph 

242 

Nashua,  New  Hampshire 

McGraw  family 

363 

New  York,  New  York 

McNair,  Robert  C. 

268 

Forest  City,  North  Carolina 

McVaney,  C.  Edward 

296 

Englewood,  Colorado 

Mead  family 

363 

Wisconsin  Rapids,  Wisconsin 

Meijer  family 

363 

Grand  Rapids,  Michigan 

Mellon,  Paul 

238 

Upperville,  Virginia 

Mellon  family 

363 

Pittsburgh  origin 

Menard,  John  R.  Jr. 

250 

Eau  Claire,  Wisconsin 

Mennen  family 

363 

Morristown,  New  Jersey 

Milken,  Lowell  Jay 

284 

Los  Angeles,  California 

Milken,  Michael  Robert 

284 

Los  Angeles,  California 

Miller,  Sydell 

254 

Cleveland,  Ohio 

Milliken,  Roger 

278 

Spartanburg,  South  Carolina 

Mills,  Alice  Francis  du  Pont 

316 

Middleburg,  Virginia 

Milstein,  Monroe  Gary  0 

314 

Burlington,  New  Jersey 

Mitchell,  George  Phydias 

290 

Houston,  Texas 

Monaghan,  Thomas  Stephen 

322 

Ann  Arbor,  Michigan 

Moore,  Gordon  Earl 

158 

Woodside,  California 

Moran,  James  Martin 

249 

Hillsboro  Beach,  Florida 

Morgridge.  John  P. 

270 

San  Jose,  California 

Morris,  William  Charles  t 

376 

New  York,  New  York 

Munger,  Charles 

266 

Los  Angeles,  California 

Murdoch,  Keith  Rupert 

176 

New  York,  New  York 

Murdock,  David  Howard 

256 

Bel  Air,  California 

Murphy.  Wendell  H.  • 

328 

Rose  Hill,  North  Carolina 

Naify,  Marshall 

270 

San  Francisco,  California 

Naify,  Robert  Allen 

270 

San  Francisco,  California 

Nash.  Jack 

312 

New  York,  New  York 

Newhouse,  Donald  Edward 

174 

Somerset  County,  New  Jersey 

Newhouse,  Samuel  Irving  Jr. 

174 

New  York,  New  York 

Nicholas,  Peter  M. 

194 

Boston,  Massachusetts 

Noorda,  Raymond  J.  at 

376 

Prove,  Utah 

Nordstrom  family 

364 

Seattle,  Washington 

•  New  entry.  0  Returnee.  ■  Dropout,  t  Near  miss. 

3^ 

65  910  Hotels 
58  1,400  Hotels 

66  3,300  Candy  (Mars,  Inc.) 
93  3,300  Candy  (Mars,  Inc.) 
61  3,300  Candy  (Mars,  Inc.) 

73   .  675  Inheritance  (Hallmark  Cards) 

58     ■      500  Oil 

56  500  Pet  food 

58  500  Forever  Living  Products 

69  655  Inheritance 

96  500  Inheritance  (DuPont  Co,) 

61  990  Media 

50  1,000  Telephony 
48  2,000  Telephony 
46  975  Telephony 
44  1,000  Telephony 

70  940  Auto  dealerships,  radio 
66  650  Sports  management 
56  475  Coal 

60  1,200  Publishing 

1,200  McGraw-Hill 

59  800  Energy 

56  630  J.D.  Edwards  &  Co. 
1,000  Consolidated  Papers 
1,000  Retailing 

90  1,300  Inheritance 

6,200  Inheritance 

57  1,000  Home  improvement  centers 
1,700  The  Mennen  Co. 

48  500  Junk  bonds 

51  700  Junk  bonds 

59  970  Matrix  Essentials 
81  725  Textiles 

84  515  Inheritance  (DuPont  Co.) 

70  530  Burlington  Coat  Factory 

78  660  Mitchell  Energy  &  Development  Corp. 

60  485  Pizza 

68  8,800  Intel  Corp. 

79  1,000  Toyotas 

64  790  Cisco  Systems  Inc. 

59  450  Money  management,  carbo  ceramics 

73  825  Berkshire  Hathaway 

66  3,900  Publishing 

74  950  Investments 

59  1,090  Murphy  Family  Farms 

76  540  Movie  theaters 

75  790        Movie  theaters 

68  475        Money  management 

67  4,500        Media 

69  4,500        Media 

56  2,500        Medical  devices 

73  450        Novell  Inc. 
1,900        Retailing 
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1TH  OOR  POllOMOlDfRS  WE  ARE  ENGAGED  IN  A  GREAT  MUTUAl  ENTERPRISE    IT  IS  GREAT  RECAUSE  IT  SEEk.S  TO  PREVENT  CRIPPLING  INIURIES  AND  DEATH  BY  REMOVING  THE  CAUSES  Of  HOME    HIGHWAY  AND  WORK  ACCIDENTS   IJ 


JL/iberty  Mutual  is  committed  to  reducing  the  impact  of  low  back  pain,  so  someone 
like  Joe  won't  miss  work,  or  the  occasional  piggyback  ride  with  daughter  Lisa. 
At  our  research  center  we  analyze  how  variations  in  bending  habits  can  affect  the 
risk  of  low  back  pain.  Our  research  has  led  to  innovative  products  like  Computask^ 
a  software  program  we  use  to  evaluate  workplace  tasks  and  help  recommend  ways 
to  ensure  that  Joe  and  daughter  Lisa  live  safer,  more  secure  lives. 

, LIBERIY, 

^     Thered  more  information  we  d  Like  to  dhare.  So  please  call  John  Ryan  MUTUAL  ' 

at  (617)574-5842  or  vi)it  our  website  at  http:l/www.iibertymutuai.coni      ^]ie  jreedom  of  Liher^ 
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Name 


Norris  family 

[• 

Olde,  Ernest  J. 

Opperman,  Owight  D 


Page 


Residence 


276 
262 


Detroit,  Michigan 
Eagan,  Minnesota 


Age         Worth     Primary  sources 
($mil) 


59 

74 


J60 
875 


Olde  Discount  Corp. 
Publishing 


Pamplin,  Robert  Boisseau  Jr. 
Park,  Raymond  P.  * 
Pasculano,  Lynne  at 
Peery,  Richard  Taylor 
Peltz,  Nelson 

Pennington,  Claude  Bernard  ■ 
Pennington,  Irene  Wells  -k 
Pennington,  William  Norman 
Perdue,  Franklin  Parsons 
Perelman,  Ronald  Owen 
Perenchio,  Andrew  Jerrold 
Perot,  Henry  Ross 
Perry,  Claire  Eugenia  Getty 
Petersen,  Robert  Einar 
Phipps,  Howard  Jr  .■ 
Phipps  family 
Pictet,  Marion  MacMillan 
Pohlad,  Carl 
Price,  David  G. 
Price,  Michael  F. 
Pritt,  Frank  ■ 
Pritzker,  Jay  Arthur 
Pritzker,  Robert  Alan 
Pulitzer  family 


314 

Lake  Oswego,  Oregon 

56    ■ 

525 

Textiles 

328 

Cleveland,  Ohio 

71 

1,000 

Manufacturing,  real  estate 

374 

New  York,  New  York 

56 

465 

UIS,  Inc. 

259 

Palo  Alto,  California 

57 

900 

Real  estate 

270 

Bedford,  New  York 

55 

790 

Leveraged  buyouts 

368 

Baton  Rouge,  Louisiana 

deceased 

Oil 

340 

Baton  Rouge,  Louisiana 

97 

600 

Inheritance 

321 

Reno,  Nevada 

74 

490 

Casinos 

266 

Salisbury,  Maryland 

77 

825 

Chicken 

160 

New  York,  New  York 

54 

6,500 

Investments 

222 

Bel  Air,  California 

66 

1,500 

Television 

182 

Dallas,  Texas 

67 

3,300 

Electronic  data  management 

288 

San  Francisco,  California 

43 

670 

Inheritance  (oil) 

304 

Beverly  Hills,  California 

71 

570 

Publishing 

370 

Old  Westbury,  New  York 

63 

Inheritance  (Bessemer  Trust) 

364 

New  York  City  area 

4,500 

Inheritance  (Bessemer  Trust) 

252 

Hamilton  Beach,  Bermuda 

65 

975 

Cargill,  Inc. 

236 

Minneapolis,  Minnesota 

82 

1,300 

Banking 

304 

Santa  Monica,  California 

65 

570 

Golf  course  management 

288 

Far  Hills,  New  Jersey 

46 

670 

Money  management 

370 

Seattle,  Washington 

55 

Attachmate  Corp. 

164 

Chicago,  Illinois 

75 

6,000 

Financier 

164 

Chicago,  Illinois 

71 

6,000 

Financier 

364 

St.  Louis,  Missouri 

1,200 

Inheritance  (publishing) 

Quadracci,  Harry  V. 


310 


Hartland,  Wisconsin 


61 


550        Quad  Graphics 


Rainwater,  Richard  Edward 
Rales,  Mitchell 
Rales,  Steven 
Redstone,  Sumner  M. 
Reed  family 
Reid,  Elizabeth  Ann 
Rich,  Marc  David 
Rich,  Robert  Edward  Sr. 
Richardson  family 
Roberts,  George  R. 
Roberts,  Ralph  J.  t 
Robertson,  Julian  H.  Jr.  -k 
Robinson,  Jesse  Mack 
Rock,  Arthur  J.  0 
Rockefeller,  David  Sr. 
Rockefeller,  Laurance  Spelman 
Rockefeller,  Winthrop  Paul 
Rockefeller  family 
Rowling,  Reese  Mcintosh  ■ 


218 

Fort  Worth,  Texas 

53 

1,600 

Investments 

291 

Washington,  D.C. 

40 

640 

DanaherCorp. 

291 

Pittsburgh,  Pennsylvania 

45 

650 

DanaherCorp. 

191 

Newton  Centre,  Massachusetts 

74 

3,100 

Viacom,  Inc. 

364 

Seattle,  Washington 

1,300 

Lumber,  paper 

233 

Fort  Worth,  Texas 

75 

675 

Inheritance  (Hallmark  Cards) 

258 

Zug,  Switzerland 

62 

925 

Commodities  trading 

249 

Buffalo,  New  York 

84 

1,000 

Rich  Products  Corp. 

366 

Greensboro.  North  Carolina 

1,000 

Inheritance  (Richardson-Vicks) 

242 

San  Francisco,  California 

53 

1,200 

Leveraged  buyouts 

372 

Coatesville,  Pennsylvania 

77 

465 

Comcast  Corp. 

332 

New  York,  New  York 

64 

1.000 

Tiger  Management 

298 

Atlanta,  Georgia 

74 

615 

Banking 

291 

San  Francisco,  California 

71 

660 

Venture  capitalist 

214 

New  York,  New  York 

82 

1,800 

Inheritance  (oil) 

236 

New  York,  New  York 

87 

1,300 

Inheritance  (oil) 

246 

Morrilton.  Arkansas 

49 

1,100 

Inheritance  (oil) 

366 

New  York,  New  York  et  al. 

7,200 

Inheritance  (oil) 

370 

Corpus  Christi,  Texas 

69 

Oil  and  gas 

•  New  entry.   0  Returnee.  ■  Dropout,  t  Near  miss. 
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.   ^ 


I 


Do  your  great-grandson  a  favor.  Buy  yourself  a  Da  Vinci  with  perpetual  calendar. 

Ref.  3751  The  auiomaiic  Da  Vinci  splil-seconds  " Rattrapunte"  Chronograph  with  perpetual  calendar. 
moon  display  and  fly-hack  hand  for  recording  intermediate  or  second  times,  suggested  retail  price: 
18-karat  gold  on  strap  $24,995.  18-karat  gold  on  bracelet  $.U.'J95.  platinum  on  strap  $37,995 


'pm  I 


iwc 


Official  sponsor  of  the  Leonardo  da  Vinci  Exhibition  at  the  Museum  of  Science,  Boston:  March  I  -  August 31.  1997 

For  complete  catalog  please  call  (800)  432-9330 


illl^9suMd»l 


Name 


Page 


Residence 


Age 


Worth 
($mil) 


Primary  sources 


Rowling,  Robert  • 

324 

Dallas,  Texas 

45 

2,000 

Oil  and  gas,  hotels                              1 

Ryan,  Patrick  G. 

248 

Winnetka,  Illinois 

59 

1,100 

Insurance                                         1 

Sail.  John 

191 

Gary,  North  Carolina 

49 

1,300 

Software 

Sarofim,  Fayez  Shalaby 

222 

Houston,  Texas 

68 

1,500 

Money  management 

itn'in 

Saul,  Bernard  Francis  II  0 

298 

Chevy  Chase,  Maryland 

65- 

620 

Inheritance 

M;t 

Scaife,  Richard  Mellon 

249 

Pittsburgh,  Pennsylvania 

64 

1,000 

Inheritance 

■J.. 

Schneider,  Donald  J. 

291 

Green  Bay,  Wisconsin 

61 

650 

Trucking 

nws 

Schwab,  Charles  R. 

214 

Atherton,  California 

60 

1,800 

Discount  stock  brokerage 

wtors 

Schwab,  Leslie  B.  if 

350 

Prineville,  Oregon 

80 

500 

Tires 

gclitii 

Schwartz,  Theodore  G. 

299 

Chicago,  Illinois 

43 

600 

APAC  Teleservices  Inc.                          1 

Scott,  Walter  Jr. 

249 

Omaha,  Nebraska 

66 

1,000 

Construction,  telecommunications 

Scripps,  E.W.  family 

366 

Cincinnati  origin 

3,600 

Inheritance  (newspapers) 

Scripps,  J.E.  family 

366 

Detroit,  Michigan  et  al. 

1,000 

Inheritance  (newspapers) 

Searle  family 

366 

Chicago,  Illinois 

1,500 

Inheritance 

Sharp.  Hugh  Rodney  III 

314 

Wilmington,  Delaware 

62 

520 

Inheritance  (OuPont  Co.) 

Shorenstein,  Walter  Herbert 

300 

San  Francisco,  California 

82 

600 

Real  estate 

Sidamon-Eristoff,  Anne  Phipps  ■ 

370 

New  York,  New  York 

65 

Inheritance  (Bessemer  Trust) 

Sidhu,  Sanjiv 

277 

Dallas,  Texas 

40 

750 

Software                                           ' 

Silverman,  Henry 

312 

New  York,  New  York 

57 

540 

Investments 

Simmons,  Harold  Clark 

240 

Dallas,  Texas 

66 

1,200 

Investments 

Simmons,  Richard  Paul  0 

314 

Sewickley,  Pennsylvania 

66 

530 

Allegheny  Teledyne 

Simon,  Herbert  ■ 

370 

Indianapolis,  Indiana 

63 

Shopping  centers 

Simon.  Melvin 

298 

Indianapolis,  Indiana 

70 

620 

Shopping  centers 

Simplot.  John  R. 

181 

Boise,  Idaho 

88 

3,200 

Potatoes 

Singleton.  Henry  Earl 

249 

Beverly  Hills,  California 

80 

1,000 

Allegheny  Teledyne 

Skaggs,  Leonard  Samuel  Jr.  ■ 

370 

Salt  Lake  City,  Utah 

74 

American  Stores  Co. 

Smith,  Frederick  Wallace  0 

278 

Memphis,  Tennessee 

53 

725 

Federal  Express 

Smith,  Ollen  Bruton 

296 

Charlotte,  North  Carolina 

70 

650 

Speedway  Motorsports 

Smith,  Richard  Alan 

316 

Chestnut  Hill,  Massachusetts 

72 

515 

Harcourt  General,  Inc. 

Smith  family 

366 

Chicago  origin 

4,000 

Inheritance  (Illinois  Tool  Works) 

Solow,  Sheldon  Henry  t 

376 

New  York,  New  York 

69 

450 

Real  estate                                        ^| 

Sommer,  Viola 

307 

New  York,  New  York 

76 

560 

Inheritance  (real  estate) 

Ut\ 

Sorenson,  James  L 

213 

Salt  Lake  City,  Utah 

76 

2,000 

Medical  devices 

Soros,  George 

181 

New  York,  New  York 

67 

3,500 

Money  management 

i^ 

Spangler,  Clemmie  Dixon  Jr. 

232 

Charlotte,  North  Carolina 

65 

1,400 

Investments 

k% 

Spanos,  Alexander  Gus  0 

300 

Stockton,  California 

75 

600 

Real  estate 

M(» 

Spielberg,  Steven  Allen 

244 

Palisades,  California 

49 

1,100 

Movies 

Stanley,  John  R. 

307 

Houston,  Texas 

58 

560 

Gas 

-hlffl 

Stempel,  Ernest  E. 

256 

Hamilton,  Bermuda 

81 

960 

American  International  Group 

btisa 

Stephens,  Jackson  Thomas 

259 

Little  Rock,  Arkansas 

74 

920 

Investment  banking,  media 

hih 

Stern,  Leonard  Norman 

228 

New  York,  New  York 

59 

1,400 

Real  estate 

Stowers,  James  Evans  Jr. 

252 

Kansas  City,  Missouri 

73 

980 

Mutual  funds 

Strawbridge,  George  Jr. 

216 

Cochranville,  Pennsylvania 

59 

780 

Inheritance  (Campbell  Soup) 

Di 

Strong.  Richard  S.  -k 

346 

Brookfield,  Wisconsin 

55 

500 

Money  management 

¥1 

Subotnick,  Stuart  ■ 

370 

New  York,  New  York 

55 

Metromedia 

All 

Sun,  David 

300 

Fountain  Valley,  California 

46 

600 

Kingston  Technology 

Sykes,  John  H.  ■ 

370 

Tampa,  Florida 

61 

Sykes  Enterprises,  Inc. 

W|_ 

Taubman,  A.  Alfred 

284 

Bloomfield  Hills,  Michigan 

72 

680 

Real  estate 

Taylor,  Glen  -k 

330 

Mankato,  Minnesota 

56 

1,000 

Printing 

Taylor,  Jack  Crawford 

213 

St.  Louis,  Missouri 

75 

2,000 

Auto  rental 

ttORE 
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AKE  BETTER  CONTROL  OF  YOUR  INVESTMENT  DECISIONS  WITH 


The  FORBES  Stock 
Market  Course 


Ivery  investor  should  o\vn  The  Forbes  Stock 
Aarket  Course,  the  practical  handbook  that 
trovides  the  goals  of  today's  smartest 
nvestors  —  ami  the  strategies  they  use  to 
each  them. 


PARTIAL  LIST  OF  TOPICS 


low  to  choose  a  broker — Broker  commissions — How  to  place 
an  order — Sources  of  information  —  Market  patterns  (how  to 
chart  stock  market  movement)  —  Dollar-cost  averaging[  — 
Buying  on  margin  —  How  to  read  the  tape  —  The  Dow  theory 
—  Indexes:  the  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
Bonds  and  preferred  stocks  —  Derivatives  including  options  — 
How  to  read  a  company's  financial  statement — Mutijal  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two  special 
bonus  gifts:  7776  Forbes  80-Year  Wall  Chart  of  Business  and 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment  Terms. 

The  Course  describes  the  risk  level  of  various  investments  and 
helps  you  find  your  own  "comfort  level"  of  risk  and  reward.  Two 
sample  portfolios,  one  for  a  retirement  fund  and  one  for  the 
funding  of  a  child's  education,  show  these  risk/reward  factors  at  work. 

How  much  time  do  you  want  to  spend  on  your  investments?  The  Course 
describes  how  the  active  investor  attempts  to  beat  the  market  by  buying  low 
and  selling  high  —  a  method  requiring  close  attention.  It  also  outlines  how 
the  passive  investor  buys  and  holds  stocks  to  allow  dividends  and  appreci- 
ation to  produce  a  return.  Each  technique  is  fully  explained  in  this  time- 
tested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drive  the 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  an  entire 
section  on  to  how  to  make  money  in  a  down  market. 

Written  in  simple,  concise  language,  The  Course  can  help  you  take  better 
control  of  your  investment  decisions.  You  can  enjoy  it  as  a  straight  "read- 
through  "  or  refer  to  the  individual  topics  as  you  need  them.  It  comes  in  a 
handsome,  sturdy  binder,  with  sections  that  are  clearly  marked  and  more 
than  enough  space  for  making  your  own  notes. 


ORDER  THE  COURSE  NOW 


You  can  own  The  Forbes  Stock  Market  Course  for  just  $89-50  —  far  less 
than  investment  courses  at  local  colleges,  which  cost  as  much  as  $400 
or  more.  Order  yours  now.  Your  satisfaction  is  guaranteed:  If  you're  not 
completely  satisfied,  we'll  refund  your  money,  no  questions  asked. 


Order  Form 
AND  Guarantee 


NAME 


Iplease  printi 


Send  me  the  new  edition  of  The  Forbes  Stock  Market  Course  ...  plus 
The  FORBES  80-Year  Wall  Chart  of  Business  and  Security  Trends  and  the 
Glossary  of  Investment  Terms  as  a  bonus.  My  check  for  $89.50  (or  credit  card 
information)  is  enclosed.  If  I'm  not  satisfied,  I  may  return  The  Course  within  ten 
days  and  receive  a  full  refund  or  credit. 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  ext  742 

n  Check  for  $89.50  enclosed*    D  Charge  my  credit  card 
D  Amex    D  MasterCard    D  Visa    []  Diners  Club 


ADDRESS 


Name: 


CITY 


STATE 


ZIP 


Number: 


Exp.  Date: 


*Buyers  in  New  York  City  add  8  1/4%  sales  tax-  other  NY,  CA,  and  IL  as  required  by  law. 

FORBES,  INC.,  60  Fifth  Avenue,  New  York,  NY  10011 


SMC742 


Name 


Page 


Residence 


Age 


Worth 
($mil) 


Primary  sources 


Teel,  Joyce  Raley 
Tharaldson,  Gary  -k 
Thome,  Oakleigh  Biakeman  I 
Tisch,  Laurence  Alan 
Tisch,  Preston  Robert 
Trefler,  Alan  N.  -k 
Troutt,  Kenny  A. 
Trump,  Donald  John 
Tu,  John 

Tuchman,  Kenneth 
Turner,  Robert  E.  (Ted) 
Turner,  William  Butler 
Tyson,  Donald  John 


300 

West  Sacramento,  California 

66 

600 

Supermarkets 

352 

Fargo,  North  Dakota 

51 

485 

Hotels 

278 

Millbrook,  New  York 

65 

720 

Publishing 

205 

Westchester  County,  New  York 

74 

?,400 

Loews  Corp. 

205 

New  York,  New  York 

71 

2,400 

Loews  Corp. 

336 

Chestnut  Hill,  Massachusetts 

41- 

650 

Pegasystems  Inc. 

230 

Dallas,  Texas 

49 

1,400 

Excel  Communications 

232 

New  York,  New  York 

51 

1,400 

Real  estate,  casinos 

300 

Fountain  Valley,  California 

57 

600 

Kingston  Technology 

290 

Denver,  Colorado 

37 

660 

TeleTech 

183 

Roswell,  Georgia 

58 

3,500 

Turner  Broadcasting 

278 

Columbus,  Georgia 

74 

720 

Coca-Cola 

244 

Springdale,  Arkansas 

V 

1,200 

Tyson  Foods 

Udvar-Hazy,  Steven  Ferencz 
UeltschI,  Albert  Lee 
Upjohn  family 


251  Beverly  Hills,  California 

284  Irving,  Texas 

366  Kalamazoo,  Michigan 


51  1,000        International  Lease  Finance  Corp. 

80  690        FlightSafety  International 

1,300        Inheritance  (Upjohn  Co.) 


Van  Andel,  Jay 

191 

Ada,  Michigan 

73 

2,600 

Amway 

van  Beuren,  Hope  Hill 

216 

Middletown,  Rhode  Island 

63 

1,600 

Inheritance  (Campbell  Soup) 

Vinciarelli,  Patrizio 

312 

Boston,  Massachusetts 

50 

530 

Vicor  Corp. 

Vogel,  Jacqueline  Mars 

182 

Bedminster,  New  Jersey 

58 

3,300 

Inheritance  (Mars,  Inc.) 

Waitt,  Norman  W. 

256 

North  Sioux  City,  South  Dakota 

43 

970 

Gateway  2000 

Waitt,  Theodore  W. 

186 

North  Sioux  City,  South  Dakota 

34 

3,000 

Gateway  2000 

Walton,  Alice  L. 

162 

Rogers,  Arkansas 

48 

6,300 

Inheritance  (Wal-Mart  Stores) 

Walton,  Helen  R. 

162 

Bentonville,  Arkansas 

78 

6,400 

Inheritance  (Wal-Mart  Stores) 

Walton,  Jim  C. 

162 

Bentonville,  Arkansas 

49 

6,500 

Inheritance  (Wal-Mart  Stores) 

Walton,  John  I 

162 

Durango,  Colorado 

51 

6.300 

Inheritance  (Wal-Mart  Stores) 

Walton,  S.  Robson 

163 

Bentonville,  Arkansas 

53 

6,300 

Inheritance  (Wal-Mart  Stores) 

Wang,  Charles  B. 

244 

New  York,  New  York 

53 

1,100 

Computer  Associates 

Washington,  Dennis 

233 

Missoula,  Montana 

63 

1,400 

Mining,  railroads 

Wasserman,  Lewis  Robert 

321 

Beverly  Hills,  California 

84 

490 

MCA 

Weber,  Charlotte  Colket 

216 

Ocala,  Florida 

54 

1,500 

Inheritance  (Campbell  Soup) 

Weill,  Sanford  ic 

336 

New  York,  New  York 

64 

725 

Travelers  Group 

Weis,  Robert  Freeman  ■ 

370 

Sunbury,  Pennsylvania 

78 

Weis  Markets,  Inc. 

Wexner,  Leslie  Herbert 

218 

New  Albany,  Ohio 

60 

1,600 

The  Limited 

Weyerhaeuser,  family 

366 

Minnesota;  Washington 

1,600 

Inheritance  (timber) 

White,  Dean 

276 

Crown  Point,  Indiana 

74 

760 

Billboards 

Whitney,  Betsey  Cushing  Roosevelt 

291 

Manhasset,  New  York 

89 

650 

Inheritance 

Wilson,  Gary 

304 

Los  Angeles,  California 

57 

515 

Northwest  Airlines  Corp. 

Winfrey,  Oprah 

312 

Chicago,  Illinois 

43 

550 

Television 

Wister,  Diana  Strawbridge 

216 

Palm  Beach,  Florida 

58 

840 

Inheritance  (Campbell  Soup) 

Wold,  Elaine  Johnson 

280 

Boca  Raton,  Florida 

69 

560 

Inheritance  (Johnson  &  Johnson) 

Wrigley,  William 

191 

Chicago,  Illinois 

64 

2,600 

Inheritance  (chewing  gum) 

Wynn,  Stephen  • 

334 

Las  Vegas,  Nevada 

55 

780 

Gambling 

York,  Denise  DeBartolo  -k 


338 


Youngstown,  Ohio 


47 


745        Inheritance  (real  estate) 


Zell,  Samuel                                                     218 

Chicago,  Illinois 

56 

1,700 

Real  estate 

Ziff,  Daniel  Morton                                            242 

New  York,  New  York 

25 

1,200 

Ziff  Brothers  Investments 

Ziff,  Dirk  Edward                                               242 

New  York,  New  York 

33 

1,200 

Ziff  Brothers  Investments 

Ziff,  Robert  David                                              242 

New  York,  New  York 

31 

1,200 

Ziff  Brothers  Investments 

•  New  ent(y.  0  Returnee.  ■  Dropout,  t  Near  miss. 
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Ihis  lamp  ballast  microchip 
homSGSTHOMSOH 

•  Miaoelettronics  /s  helping  to 
«  bring  a  revolutionary  new 

•  light  bulb  to  life.  A  bulb  so 

•  efficient  it  uses  4  to  5  times 

•  less  energy  and  lasts  ten 

•  times  longer  than  a  standard 

•  incandescent  bulb. 

I      Consumer  Electronics. 

•  Automobiles.  Computers.  Tele 

•  communications.  If  rt  works  with 

•  microelectronics,  S6S  THOMSON 
«  is  bringing  it  to  life. 

•  Visit  us  at  http://www.st.com 

•  or  fax  617  259  9442. 
•••••• 


The  SCSIHOMSOH  Miaoeledronks 
Group  /s  Bunging  Miaoeleilionia  Jo 
life  thtoughoul  ihe  world  Austtalia, 
Biaiil,  Canada,  China,  frame, 
Germany,  Hong  Kong,  Italy,  Japan, 
Korea,  Malayiia,  Malta,  Morocco,  Ihe 
Helherlandi,  Singapore,  Spain, 
Sweden,  Switzerland,  Taiwan,  Thailand 
United  Kingdom,  USA 


SGS-THOMSON 

ffiOBgBOBILIKgirCaOlHOgS 


^ 


knii^  iff oefe fro/i/fs  Jo  i/'fe 


TM 


4.1 


3.5 


2.6 


2.Q 


19.4 


16.4 


625 


526 


% 


10.6 


1.6 


3.3 


362 


160. 


'Revenue.  ;„      '"'""inq 


Our  lamp  ballast  technology 
helped  so  many  energy- 
conscious  consumers  see  the 
light  that  SGS  THOMSON 
earned  a  4/%  share'  of  the 
electronic  lamp  market.  And 
it's  only  one  of  many  bright 
ideas  that  lit  the  way  to  record 
revenues  and  profits  in  1996.  ^ 

Souice:  SGS  [HOMSON  Mkroeledrotms 


'■JI997  SGS  THOMSON  Microelectronic 
All  rights  reserved. 


Name 


City 


Page 


Worth 
($mil) 


ALABAMA 

Harbert,  Marguerite 

Birmingham 

248 

1,100 

ARIZONA 

Dorrance,  Bennett 
Maughan,  Rex^ 

Paradise  Valley 
Paradise  Valley 

190 
346 

2,600 
500 

ARKANSAS 

Rockefeller,  Winthrop  Paul 

Morrilton 

Stephens,  Jackson  Thomas 

Little  Rock 

Tyson,  Donald  John 

Springdale 

Walton,  Alice  L. 

Rogers 

Walton,  Helen  R. 

Bentonville 

Walton,  Jim  C. 

Bentonville 

Walton,  S.  Robson 

Bentonville 

CAUFORNM 

Anderson,  John  Edward 

Bel  Air 

Arrillaga,  John 

Palo  Alto 

Bechtel,  Riley  P. 

San  Francisco 

Bechtel,  Stephen  Davison  Jr. 

San  Francisco 

Behring,  Kenneth  Eugene  0 

Blackhawk 

Boudjakdji,  Millicent  V. 

Los  Angeles 

Bren,  Donald  L 

Newport  Beach 

Broad,  Eli 

Los  Angeles 

Buffett,  Susan  Thompson 

San  Francisco 

Cargill,  Margaret 

La  Jolla 

Checchi,  Alfred  A. 

Beverly  Hills 

Chernick,  AubreyA^ 

Los  Angeles 

Clark,  James  H. 

Woodside 

Cooke,  Phoebe  Hearst 

San  Francisco 

Copley,  Helen  Kinney 

La  Jolla 

Davis,  Marvin  H. 

Beverly  Hills 

Disney,  Roy  Edward 

Los  Angeles 

Duffield,  David  A. 

Danville 

Earhart,  Anne  Catherine  Getty 

Laguna  Beach 

Eisner,  Michael  D.  0 

Los  Angeles 

Ellison,  Lawrence  Joseph 

Atherton 

Emmerson,  Archie  Aldis  (Red) 

Redding 

Field,  Frederick  Woodruff 

Beverly  Hills 

Fisher,  Donald  George 

San  Francisco 

Fisher,  Doris  Feigenbaum 

San  Francisco 

Fisher,  John  J. 

San  Francisco 

Fisher,  Robert  J. 

San  Francisco 

Fisher,  William  F. 

San  Francisco 

Gallo,  Ernest 

Modesto 

Geballe,  Frances  Koshland 

San  Francisco 

Geffen,  David 

Malibu 

Getty,  Caroline  Marie 

San  Francisco 

Getty,  Gordon  Peter 

San  Francisco 

Glazer,  Guilford 

Beverly  Hills 

Goldman,  Richard  N. 

San  Francisco 

Gonda,  Leslie  L 

Beverly  Hills 

Gonda,  Louis  L. 

Beverly  Hills 

Haas,  Evelyn  Danzig 

San  Francisco 

Haas,  Josephine  6. 

San  Francisco 

Haas,  Margaret  E. 

San  Francisco 

Haas,  Peter  E.  Jr. 

San  Francisco 

Haas,  Peter  E.  Sr. 

San  Francisco 

Haas,  Robert  Douglas 

San  Francisco 

Hearst,  David  Whitmire  Jr. 

Los  Angeles 

246 
259 
244 
162 
162 
162 
163 

298 
259 
222 
222 
322 
228 
194 
236 
222 
222 
304 
348 
290 
228 
272 
194 
272 
218 
288 
274 
156 
326 
246 
226 
226 
295 
295 
295 
320 
205 
204 
288 
213 
314 
236 
268 
268 
205 
205 
205 
205 
205 
205 
228 


1,100 
920 
1,200 
6,300 
6,400 
6,500 
6,300 

625 

900 

1,500 

1,500 

485 

700 

2,500 

1,300 

1,600 

1,500 

600 

500 

700 

700 

775 

2,600 

810 

1,700 

670 

760 

9,200 

1,100 

1,100 

1,500 

1,500 

630 

525 

500 

500 

900 

2,000 

670 

1,900 

525 

1,300 

780 

800 

900 

900 

600 

970 

2,400 

860 

700 


Name 


CAUFORNIA 


Hearst,  George  Randolph  Jr. 
Hearst,  William  Randolph  III 
Hewlett,  William  Redington 
Hilton,  William  Barron 
Hughes,  Bradley  Wayne 
Jobs,  Steven  Paul 
Johnson,  Charles  Bartlett' . 
Johnson,  Rupert  Jr. 
Joseph,  George 
Koshland,  Daniel  E.  Jr. 
Kroc,  Joan  Beverly 
Littlefield,  Edmund  Wattis 
Lucas,  George 
Milken,  Lowell  Jay 
Milken,  Michael  Robert 
Moore,  Gordon  Earl 
Morgridge,  John  P 
Munger,  Charles 
Murdock,  David  Howard 
Naify,  Marshall 
Naify,  Robert  Alien 
Peery,  Richard  Taylor 
Perenchio,  Andrew  Jerrold 
Perry,  Claire  Eugenia  Getty 
Petersen,  Robert  Einar 
Price,  David  G. 
Roberts,  George  R. 
Rock,  Arthur  J.  0 
Schwab,  Charles  R. 
Shorenstein,  Walter  Herbert 
Singleton,  Henry  Earl 
Spanos,  Alexander  GusO 
Spielberg,  Steven  Allen 
Sun,  David 
Teel,  Joyce  Raley 
Tu,  John 

Udvar-Hazy,  Steven  Ferencz 
Wasserman,  Lewis  Robert 
Wilson,  Gary 


COLORADO 


Anschutz,  Philip  F. 
Ergen,  Charles-A- 
Gates,  Charles  Cassius  Jr. 
Malone.  John  C. 
McVaney,  C.  Edward 
Tuchman,  Kenneth 
Walton.  John  T. 


CONNECTICUT 


Anselmo,  Mary 
Flinn,  Lawrence  Jr. 
Goergen,  Robert  B. 
Hascoe,  Norman 
Helmsley,  Leona-A 


DELAWARE 


Bredin,  Dctavia  Mary  du  Pont 

Du  Pont,  Irenee  Jr. 

May,  Irene  Sophie  du  Pont 


City 


Los  Angeles 
San  Francisco 
Portola  Valley 
.Holmby  Hills 
Glendale 
Palo  Alto 
Hillsborough 
Hillsborough 
Los  Angeles 
San  Francisco 
Rancho  Santa  Fe 
Burlingame 
San  Rafael 
Los  Angeles 
Los  Angeles 
Woodside 
San  Jose 
Los  Angeles 
Bel  Air 

San  Francisco 
San  Francisco 
Palo  Alto 
Bel  Air 

San  Francisco 
Beverly  Hills 
Santa  Monica 
San  Francisco 
San  Francisco 
Atherton 
San  Francisco 
Beverly  Hills 
Stockton 
Palisades 
Fountain  Valley 
Vi/est  Sacramento 
Fountain  Valley 
Beverly  Hills 
Palm  Springs 
Los  Angeles 

Denver 

Denver 

Denver 

Englewood 

Englewood 

Denver 

Durango 

Greenwich 
Greenwich 
Greenwich 
Greenwich 
Greenwich 

Greenville 

Montchanin 

Wilmington 


Page 


Worth 
($mil) 


228 

700 

228 

800 

175 

4,100 

278 

720 

238 

1,200 

280 

710 

213 

1,900 

214 

1,500 

260 

900 

205 

620 

208 

2,100 

262 

890 

209 

2,000 

284 

500 

284 

700 

158 

8,800 

270 

790 

266 

825 

256 

950 

270 

540 

270 

790 

259 

900 

222 

1,500 

288 

670 

304 

570 

304 

570 

242 

1,200 

291 

660 

214 

1,800 

300 

600 

249 

1,000 

300 

600 

244 

1,100 

300 

600 

300 

600 

300 

600 

251 

1,000 

321 

490 

304 

515 

170 
348 
233 
269 
296 
290 
162 

252 
280 
302 
302 

326 

318 
316 
316 


5,200 
500 

1,300 
750 
630 
660 

6,300 

980 
710 
600 
575 

1,800 

500 
500 
500 
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OUR   GOAL   ISN'T 


TO   CHASE    FORTUNE 


500   COMPANIES, 


IT'S  TO   HELP 


GROW  THEM. 


-'7 


The  biggest  corporations 

have  investment  banks 

bending  over  backwards 

for  their  business.  But 

wlio  can  midsized  com- 

•  panies  go  to  for  the  same 

level  of  attention  to  their 

Capital  Markets  needs? 

I  We  would  humbly  like  to 

suggest  ourselves.  We're 

committed  to  oflFering  you 

r^  services  typically  available 

to  the  largest  companies, 
such  as  debt  and  equity 

The  coins  on  this  Japanese  money  tree,  circa  1850,  were  removed  and  polished  UnClerWritinS  anCi    mCrSer   , 

before  being  circulated.  The  stem  was  then  melted  down  and  recast  into  more  coins.  ^^  ^^  ' 

and  acquisition  advice. 
You'll  be  able  to  pick  the  brains  of  teams  specializing  in  individual 
industries.  And  your  business  is  important  enough  to  rate  our 
most  experienced  people. We  just  figure  if  we  do  a  good  job  for 
our  midsized  clients,  it  won't  be  long  before  they're  large  ones. 


In\estment  Banking  services  are  provided  by  First  Union  Capital  Markets  Corp., 
a  vvholl>-  owned  subsidiary  of  First  Union  Corporation.  ©1997  First  Union  Corp. 


cIm^r!!! 


Name 

City 

Page 

Worth 
($mil) 

DELAWARE                                                                                                             | 

Sharp,  Hugh  Rodney  III 

Wilmington 

314 

520 

DISTRICT  OF  COLUMBIA 

Douglas,  Jean  W.* 
Rales,  Mitchell 

Washington 
Washington 

345 
291 

500 
640 

FLORIDA 

Name 


City 


Page 


Worth 
($mjl) 


Ansin,  Edmund  Newton 
Arisen,  Micky 
Dart,  William  A. 
Duke,  Jennifer  Johnson 
Egan,  Michael  S.-k 
Hudson,  Harris  Whitfield-A- 
Huizenga,  Harry  Wayne 
Kelly,  William  Russell 
Koch,  William  Ingraham 
Lindemann,  George  L. 
Lyon,  Frank  Jr. 
MacMillan,  John  Hugh  III 
Mars,  Forrest  Edward  Sr. 
Moran,  James  Martin 
Weber,  Charlotte  Colket 
Wister,  Diana  Strawbridge 
Wold,  Elaine  Johnson 

Blank,  Arthur 
Butler,  Sarah  Turner 
Chambers,  Anne  Cox 
Corn,  Elizabeth  Turner 
Goizueta,  Roberto  Crispulo 
Marcus,  Bernard 
Robinson,  Jesse  Mack 
Turner,  Robert  E.  (Ted) 
Turner,  William  Butler 


Miami 
Bal  Harbour 
Sarasota 
Jacksonville 
Fort  Lauderdale 
Fort  Lauderdale 
Fort  Lauderdale 
Fort  Lauderdale 
West  Palm  Beach 
Wellington 
Boca  Raton 
Hillsboro  Beach 
Miami 

Hillsboro  Beach 
Ocala 

Palm  Beach 
Boca  Raton 

Atlanta 

Columbus 

Atlanta 

Columbus 

Atlanta 

Atlanta 

Atlanta 

Roswell 

Columbus 


Birck,  Michael 

Hinsdale 

Comer,  Gary  Campbell 

Chicago 

Crown,  Lester 

Wilmette 

Galvin,  Robert  William 

Barrington  Hills 

Herb,  Marvin  J. 

Chicago 

Krasny,  Michael 

Vernon  Hills 

Krehbiel,  Frederick  A. 

Hinsdale 

Krehbiel,  John  Hammond  Jr. 

Hinsdale 

Pritzker,  Jay  Arthur 

Chicago 

Pritzker,  Robert  Alan 

Chicago 

Ryan,  Patrick 

Winnetka 

Schwartz,  Theodore  G. 

Chicago 

Winfrey,  Oprah 

Chicago 

Wrigley,  William 

Chicago 

Zell,  Samuel 

Chicago 

INDIANA 

Cook,  William  Alfred 

Bloomington 

George,  Mary  Hulman^ 

Terre  Haute 

Simon,  Melvin 

Indianapolis 

310 
191 
310 
280 
344 
352 
226 
312 
299 
272 
298 
252 
181 
249 
216 
216 
280 


238 
296 
194 
216 
282 
295 
262 
262 
164 
164 
248 
299 
312 
191 
218 

282 
344 
298 


550 

2,700 

550 

700 

540 

475 

1,700 

540 

600 

790 

600 

975 

3,300 

1,000 

1,500 

840 

560 


248 

600 

278 

720 

174 

5,000 

278 

720 

238 

1,300 

248 

1,100 

298 

615 

183 

3,500 

278 

720 

HAWAII 

Anthony,  Barbara  Cox 

Honolulu 

174 

5,000 

IDAHO 

Simplot,  John  R. 

Boise 

181 

3,200 

ILUNOIS 

1,200 

630 

2,500 

1,800 

700 

635 

560 

865 

6,000 

6,000 

1.100 

600 

550 

2,600 

1,700 

700 
500 
620 


Halt,  Donald  Joyce 
Koch,  Charles  De  Ganahl 


LOUISIANA 


Pennington,  Irene  Wells* 


MARYLAND 


Bainum,  Stewart  h.-k 
Bainum,  Stewart  Sr. 
Fold,  Kenneth 
Marriott,  John  Willard  Jr. 
Marriott,  Richard  Edwin 
Perdue,  Franklin  Parsons 
Saul,  Bernard  Francis  II 0 


MASSACHUSETTS 


Abele,  John  E. 
Adelson,  Sheldon 
Bose,  Amar  Gopal 
Connell,  William 
Egan,  Richard  J. 
Fireman,  Paul  Barry 
Flatley,  Thomas  John 
Hostetter,  Amos  Barr  Jr. 
Johnson,  Abigail 
Johnson,  Edward  Crosby  II 
Lee,  Thomas  Haskell 
Marks,  Nancy  Smith  Lurie 
Nicholas,  Peter  M. 
Redstone,  Sumner  M. 
Smith,  Richard  Alan 
Trefler,  Alan  N.-*^ 
Vinciarelli,  Patrizio 


MICHIOAN 


Davidson,  William  Morse 

DeVos,  Richard  M. 

Fisher,  Max  Martin 

Ford,  Josephine  F. 

Ford,  William  Clay 

Hitch,  Michael 

Manoogian,  Richard  Alexander 

Monaghan,  Thomas  Stephen 

Olde,  Ernest  J. 

Taubman,  A.  Alfred 

Van  Andel,  Jay 


MINNESOTA 


Dinger,  Virginia  McKnight 
Cargill,  James  R. 
Carlson,  Curtis  LeRoy 
Hubbard,  Stanley  (Stub) 
MacMillan,  Cargill  Jr. 
MacMillan,  W.  Duncan 
MacMillan,  Whitney 
Opperman.  Dwight  0. 
Pohlad,  Carl 


Baton  Rouge 

Chevy  Chase 

Silver  Spring 

Potomac 

Potomac 

Potomac 

Salisbury 

Chevy  Chase 

Boston 

Boston 

Boston 

Swampscott 

Hopkinton 

Newton 

Milton 

Boston 

Boston 

Boston 

Boston 

Chestnut  Hill 

Boston 

Newton  Centre 

Chestnut  Hill 

Cambridge 

Boston 

Bloomfield  Hills 

Ada 

Franklin 

Crosse  Pointe  Farms 

Grosse  Pointe  Shores 

Detroit 

Grosse  Pointe  Farms 

Ann  Arbor 

Detroit 

Bloomfield  Hills 

Ada 

Wayzata 

Minneapolis 

Long  Lake 

St.  Mary's  Point 

Wayzata 

Wayzata 

Minneapolis 

Eagan 

Minneapolis 


233 
208 

340 

334 
302 
294 
232 
232 
266 
298 

194 
310 
320 
295 
268 
284 
278 
233 
181 
181 
277 
316 
194 
191 
316 
336 
312 

222 
191 
316 
230 
230 
296 
314 
322 
276 
284 
191 

308 
222 
228 
260 
252 
252 
252 
262 
236 


600 

880 
580 
650 
910 
1,400 
825 
620 

2,400 

550 

500 

650 

800 

690 

730 

1,300 

3,400 

1,700 

750 

515 

2.500 

3,100 

515 

650 

530 

1,500 

2,400 
510 
800 

1,400 
630 
515 
485 
760 
680 

2,600 

560 

1,500 

1,400 

890 

975 

975 

975 

875 

1,300 


I 


r 
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©1997  Ernst  &  You  NCiiP 


wwAv.ey.com 


Your  House.  Your  Competitor's. 

How  Come? 

You  may  not  care  about  square  footage  or  a  driveway  that  dou- 
bles your  commute.  But  if  you  sense  that  your  company  isn't  as 
profitable  as  it  could  be,  maybe  it's  time  to  do  something  about 
it.  At  Ernst &Young,  we  can  help  maximize  the  profitability  of  vir- 
tually every  facet  of  your  business.  And  it  sometimes  takes  only 
a  single  idea  to  make  a  multimillion-dollar  difference  in  profits. 

We  hope  you'll  call.  Because  even  if  you're  happy  with  your 
house,  you  may  still  want  to  consider  an  expansion. 

Of  your  bottom  line. 


There  Isn^tA  Business  We  Can^t  Improve 


=!l  Ernst  &YOUNG 


Name 

City 

Page 

Worth 
($mjl) 

MINNESOTA 

Taylor,  Glen^ 

Mankato 

330 

1,000 

MISSOURI 

Keinath,  Pauline  MacMillan 
Kroenke,  Ann  Walton 
Laurie,  Nancy  Walton 
Marshall,  Barbara  Hall 
Stowers,  James  Evans  Jr. 
Taylor,  Jack  Crawford 


St.  Louis 
Columbia 
Columbia 
Kansas  City 
Kansas  City 
St.  Louis 


Bennett,  William  Gordon  Las  Vegas 

Kerkorian,  Kirk  Las  Vegas 

Pennington,  William  Norman  Reno 

Wynn,  Stephen  •  Las  Vegas 


NEW  HAMPSHIRE 


Benson,  Craig  Robert  Rye 

Levine,  Stuart  Robert  Stratham 

McGovern,  Patrick  Joseph  Nashua 


NEW  JERSEY 


Connell,  Grover 

Westfield 

Hess,  Leon 

Deal 

Johnson,  Barbara  Piasecka 

Princeton 

Johnson,  James  Loring 

Pottersville 

Milstein,  Monroe  GaryO 

Burlington 

Newhouse,  Donald  Edward 

Somerset  County 

Price,  Michael  F. 

Far  Hills 

Vogel,  Jacqueline  Mars 

Bedmmster 

NEW  YORK 

Allen,  Herbert  A.  Jr. 

New  York 

Bloomberg,  Michael  Rubens 

New  York 

Bronfman,  Edgar  M.  Sr. 

New  York 

Day,  Robert  Addison 

New  York 

Dolan,  Charles  Francis 

Oyster  Bay 

Druckenmiller,  Stanley  F. 

New  York 

Fribourg,  Michel 

New  York 

Gerry,  Alan 

Liberty 

Golisano,  Blase  Thomas^ 

Rochester 

Greenberg,  Maurice  Raymond 

New  York 

Hearst,  Austin 

New  York 

Hearst,  Randolph  Apperson 

New  York 

Heyman,  Samuel  J. 

New  York 

Icahn,  Carl  Celian 

New  York 

Koch,  David  Hamilton 

New  York 

Kohlberg,  Jerome  Spiegel  Jr 

Mount  Kisco 

Kovner,  Bruce 

New  York 

Kravis,  Henry  R. 

New  York 

Lauder,  Leonard  Alan 

New  York 

Lauder,  Ronald  Steven 

New  York 

Lauren,  Ralph 

New  York 

LeFrak,  Samuel  Jayson 

New  York 

Levy,  Leon 

New  York 

Litwin,  Leonard 

New  York 

252 
290 
290 
233 
252 
213 


295 
181 
321 

334 

268 
268 
242 

320 
274 
232 
280 
314 
174 
288 
182 

218 
240 
186 
320 
298 
270 
204 
258 
350 
214 
228 
228 
249 
209 
208 
262 
294 
242 
208 
205 
214 
228 
312 
300 


975 
660 
660 
675 
980 
2,000 


MONTANA 

Washington,  Dennis 

Missoula 

233 

1,400 

Buffett,  Warren  Edward 
Scott,  Walter  Jr. 

Omaha 
Omaha 

153 
249 

21,000 
1,000 

NEVADA 

630 

3,700 

490 

780 

820 

730 

1,200 

500 
770 

1,400 
700 
530 

4,500 
670 

3,300 

1,600 

1,300 

3,000 

500 

610 

800 

2,400 

970 

490 

1,900 

700 

1,400 

1,000 

2,000 

2,200 

830 

650 

1.200 

2.300 

2,400 

1,800 

1,400 

550 

600 


Name 


NEW  YORK 


Murdoch,  Keith  Rupert 

Nash,  Jack 

Newhouse,  Samuel  Irving  Jr. 

Peltz,  Nelson 

Perelman,  Ronald  Dwen 

Rich,  Robert  Edward  Sr. 

Robertson,  Julian  H.  Jr.*" . 

Rockefeller,  David  Sr. 

Rockefeller,  Laurance  Spelman 

Silverman,  Henry 

Sommer,  Viola 

Soros,  George 

Stern,  Leonard  Norman 

Thorne,  Dakleigh  Blakeman  III 

Tisch,  Laurence  Alan 

Tisch,  Preston  Robert 

Trump,  Donald  John 

Wang,  Charles  B. 

Weill,  Sanford* 

Whitney,  Betsey  Roosevelt 

Ziff,  Daniel  Morton 

Ziff,  Dirk  Edward 

Ziff,  Robert  David 


NORTH  CAROLINA 


Goodnight,  James 
McNair,  Robert  C. 
Murphy,  Wendell  H.* 
Sail,  John 

Smith,  Ollen  Bruton 
Spangler,  Clemmie  Dixon  Jr. 


NORTH  DAKOTA 


Tharaldson,  Gary* 

Berry,  John  William  Sr. 
Cafaro,  William  Michael 
DeBartolo,  Edward  John  Jr. 
Farmer,  Richard  T. 
Lennon,  Fred  A. 
Lerner,  Alfred 
Lewis,  Peter  Benjamin 
Lindner,  Carl  Henry  Jr. 
Mathile,  Clayton  Lee 
McCormack,  Mark 
Miller,  Sydell 
Park,  Raymond  R* 
Wexner,  Leslie  Herbert 
York,  Denise  DeBartolo* 


OKLAHOMA 


Bartmann,  Kathryn  A.* 
Bartmann,  William  R.* 
Gaylord,  Edward  Lewis 
Kaiser,  George  B. 

Knight,  Philip  H. 

Pamplin,  Robert  Boisseau  Jr. 

Schwab,  Leslie  B* 


City 


New  York 

New  York 

New  York 

Bedford 

New  York 

Buffalo 

New  York 

New  York 

New  York 

New  York 

New  York 

New  York 

New  York 

Millbrook 

Westchester  County 

New  York 

New  York 

New  York 

New  York 

Manhasset 

New  York 

New  York 

New  York 

Cary 

Forest  City 
Rose  Hill 
Cary 

Charlotte 
Charlotte 

Fargo 

Dayton 

Hubbard 

Youngstown 

Cincinnati 

Hunting  Valley 

Shaker  Heights 

Beachwood 

Cincinnati 

Dayton 

Cleveland 

Cleveland 

Hinckley 

New  Albany 

Youngstown 

Tulsa 
Tulsa 

Oklahoma  City 
Tulsa 

Portland" 
Lake  Oswego 
Prineville 


Page 


176 
312 
174 
270 
160 
249 
332 
214 
236 
312 
307 
181 
228 
278 
205 
205 
232 
244 
336 
291 
242 
242 
242 

191 
268 
328 
191 
296 
232 

352 

276 
270 
276 
256 
250 
204 
249 
288 
318 
291 
254 
328 
218 
338 

342 
342 
240 

242 

170 
314 
350 


Worth 
($mil) 

3,900 

475 

4,500 

790 

6,500 

1,000 

1,000 

1,800 

1,300 

540 

560 

3,500 

1,400 

720 

2,400 

2,400 

1,400 

1,100 

725 

650 

1,200 

1,200 

1,200 

2,600 
800 

1,000 

1,300 
650 

1,400 

485 

750 

800 

750 

940 

1,000 

2,500 

1,000 

665 

500 

650 

970 

1,000 

1,600 

745 

530 

530 
1,200 
1,200 

5,400 
525 
500 


*New  entry.  0  Returnee. 
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Bentley. 
>bu  don't  park  it, you  position  it 


Beneath  the  stunning  lines  of  the  1998  Bentley  Azure  is  the  sophisticated 

technology  of  a  ISO  mph  supercar.  Its  turbocharged,  intercooled  6.75  liter 

V-8  engine  can  launch  it  from  standstill  to  60  mph  in  6.3  seconds. 

inside,  this  Bentley  is  as  sensuous  as  it  is  sporting.  A  sumptuous  leather 

cockpit,  enhanced  by  hand-polished  burr  walnut  veneer,  will  accommodate 

four  occupants  in  traditional  Bentley  style. 

For  lease  or  purchase  information  and  nearest  dealer;  call  (800)  237-6557. 


©  Rolls-Royce  Motor  Cars  Inc  .  1 998   The  names  "Bentley"  and  "Bentley  Azure",  and  the  badge  and  radiator  grille  are  registered  trademarks. 


Name 


PENNSYLVANIA 


Abramson,  Leonard 
Annenberg,  Walter  Hubert 
Colket,  Tristram 
Haas,  John  Charles 
Hamilton,  Dorrance  Hill 
Heinz,  Teresa  F. 
Hillman,  Henry  Lea 
Honickman,  Harold 
Kimmel,  Sidney 
Lenfest,  Harold  FitzGerald 
Malone,  Mary  Alice  Dorrance 
May.  Cordelia  Scaife 
Rales,  Steven 
Scaife,  Richard  Mellon 
Simmons,  Richard  PaulO 
Strawbridge,  George  ir. 


City 


Blue  Bell 

Wynnewood 

Paoli 

Villanova 

Wayne 

Fox  Chapel 

Pittsburgh 

Rydal 

Philadelphia 

Huntingdon  Valley 

Coatesville 

Ligonier 

Pittsburgh 

Pittsburgh 

Sewickley 

Cochranville 


Carell,  Monroe  J.^ 

Nashville 

Clayton,  James  Lee 

Knoxville 

Davenport,  Elizabeth  Lupton 

Lookout  Mountain 

Frist,  Thomas  F  Jr. 

Nashville 

Ingram,  Martha  Robinson  Rivers  Nashville 

Johnston,  Summerfield  K.  Jr.-A- 

Chattanooga 

Lupton,  John  Thomas 

Lookout  Mountain 

McGlothlin,  James  0 

Bristol 

Smith,  Frederick  Wallace  0 

Memphis 

Bass,  Anne  Hendricks  0 

Fort  Worth 

Bass,  Edward  Perry 

Fort  Worth 

Bass,  Lee  Marshall 

Fort  Worth 

Bass,  Perry  Richardson 

Fort  Worth 

Bass,  Robert  Muse 

Fort  Worth 

Bass,  Sid  Richardson 

Fort  Worth 

Butt,  Charles  C. 

San  Antonio 

Dedman,  Robert  Henry  Sr. 

Dallas 

Dell.  Michael 

Austin 

Goldsbury.  Christopher 

San  Antonio 

Hunt,  Caroline  Rose 

Dallas 

Hunt.  Ray  Lee 

Dallas 

Jamail.  Joseph  Dahr  Jr. 

Houston 

Liemandt.  Joseph  A. 

Austin 

Marion,  Anne  Windfohr 

Fort  Worth 

Marshall,  E.  Pierce 

Houston 

Mays,  L.  Lowry 

San  Antonio 

McCombs,  Billy  Joe  (Red) 

San  Antonio 

Mitchell.  George  Phydias 

Houston 

Perot.  Henry  Ross 

Dallas 

Rainwater,  Richard  Edward 

Fort  Worth 

Reid,  Elizabeth  Ann 

Fort  Worth 

*New  entry.  0  Returnee. 

Page 


276 
176 
216 
248 
216 
310 
183 
269 
256 
282 
190 
291 
291 
249 
314 
216 


340 
304 
280 
250 
181 
332 
280 
322 
278 

320 
190 
186 
190 
208 
186 
260 
251 
168 
250 
302 
208 
256 
318 
320 
318 
254 
256 
290 
182 
218 
233 


Worth 
($tnil) 

760 

3,800 

660 

1,000 

1,800 

550 

3,000 

800 

960 

700 

2.800 

655 

650 

1,000 

530 

780 


RHODE  ISLAND 

Chace,  Malcolm  Green  III 
Van  Beuren.  Hope  Hill 

Providence 
Middletown 

288 
216 

670 
1,600 

SOUTH  CAROUNA 

Milliken,  Roger 

Spartanburg 

278 

725 

SOUTH  DAKOTA 

Waitt.  Norman  W. 
Waitt,  Theodore  W. 

North  Sioux  City 
North  Sioux  City 

256 
186 

970 
3,000 

TENNESSEE 

-- 

600 
570 
700 
1,000 
3,200 
960 
700 
475 
725 

490 

1,000 

2.900 

1.200 

2,200 

2.500 

900 

1.000 

5.500 

1.000 

575 

2.100 

950 

500 

490 

500 

990 

940 

660 

3,300 

1,600 

675 


Name 


Rowling,  Robert* 
Sarofim,  FayezShalaby 
Sidhu,  Sanjiv 
Simmons,  Harold  Clark 
Stanley,  John  R. 
Troutt,  Kenny  A. 
Ueltschi,  Albert  Lee 

Holding.  Robert  Earl 
Huntsman,  Jon  Meade 
Sorenson,  James  L 


VIRGINU 


Adams,  Richard  L. 
Batten,  Frank  Sr. 
Darden,  Constance  du  Pont 
Gottwald,  Bruce  Cobb  0-A^ 
Gottwald,  Floyd  Dewey  Jr.  0 
Kluge,  John  Werner 
Mars,  Forrest  Edward  Jr. 
Mars,  John  Franklyn 
Mellon,  Paul 
Mills,  Alice  Francis  du  Pont 


WASHINGTON 


Allen.  Paul  Gardner 
Ballmer,  Steven  Anthony 
Edson,  John  Qrin 
Gates,  William  K.  Ill 
Green,  Joshua  Wl-k 
Jannard,  Jim 
McCaw,  Bruce  R. 
McCaw,  Craig  0. 
McCaw,  John  EIroy  Jr. 
McCaw,  Keith  W. 


WISCONSIN 


Johnson,  Samuel  Curtis 
Menard,  John  R.  Jr. 
Quadracci,  Harry  V. 
Schneider,  Donald  J. 
Strong.  Richard  S.ir 


City 


Dallas 

Houston 

Dallas 

■Dallas 

Houston 

Dallas 

Irving 

Salt  Lake  City 
Salt  Lake  City 
Salt  Lake  City 

Fairfax 

Virginia  Beach 

Norfolk 

Richmond 

Richmond 

Chartottesville 

McLean 

Arlington 

Upperville 

Middleburg 

Mercer  Island 

Bellevue 

Seattle 

Bellevue 

Seattle 

San  Juan  Islands 

Bellevue 

Bellevue 

Seattle 

Seattle 

Racine 
Eau  Claire 
Hartland 
Green  Bay 
Brookfield 


Page 


Worth 
($mil) 


Green.  Pincus 
Rich,  Marc  David 


Zug 
Meggen 


324 

2,000 

222 

1,500 

277 

750 

240 

1,200 

307 

560 

230 

1.400 

284 

690 

272 
183 
213 


258 
258 


780 
3,000 
2,000 


341 

560 

259 

915 

316 

500 

308 

510 

308 

560 

160 

7,800 

181 

3,300 

182 

3,300 

238 

1,300 

316 

515 

154 

17.000 

158 

8.300 

262 

830 

152 

39,800 

338 

650 

266 

1,000 

209 

1,000 

209 

2,000 

209 

975 

209 

1,000 

190 

2,800 

250 

1,000 

310 

550 

291 

650 

346 

500 

BERMUDA 

Pictet,  Marion  MacMillan 
Stempel,  Ernest  E. 

Hamilton  Beach 
Hamilton 

252 
256 

975 
960 

CHINA 

Chan,  Ronnie 

Hong  Kong 

270 

800 

ENGLAND 

Getty,  J.  Paul  Jr. 

Koch,  Frederick  Robinson 

London 
London 

250 
299 

1,000 
600 

SWITZERLAND 

875 
925 
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Schwah^s  advice  to  investors 


Know  As  Much  As  You  Can, 
Pay  As  Little  As  You  Can. 


What  does  it  take  to  become 
a  successful  investor? 

While  man\'  would  have  you 
believe  that  it's  a  mystifying 
process,  we  at  Schwab  have  a 
different  point  of  view. 

For  best  results, 
the  tried  and  true. 

At  Charles  Schwab,  we  believe 
investing  is  best  done  when  you're 
guided  bv  a  few  basic  principles: 

•  Invest  for  the  long  term  rather 
than  the  quick  gain. 

•  Look   for  value   wherever  you 
can  find  it. 

•Seek  out  balanced,  objective  v 
information. 

•  Evaluate  carefully  the  advice  of 
organizations  that  have  a  vest- 
ed   interest    in     the     financial 

.     products  they  sell  you. 

Investors  who  pay  less 
ha\'f-  more  to  inx'est. 

Charles  Schwab  introduced 
the  concept  of  discount  broker- 
age 20  years  ago,  and  we're  more 


At  Schwab,  we  believe 

the  investor  .should  think  intently 

and  spend  wisely. 

determined  than  ever  to  make  sure 
that  investors  enjoy  a  cost  advantage. 
So,  for  example,  a  product  like 
Schwab's  Mutual  Fund  OneSource* 
service  offers  over  700  funds  from 
many  of  America's  best-known 
mutual    fund    families.    And    every 


single  one  of  them  is  free  of  load 
and   transaction   fees.   (While   load 
funds  can  offer  attractive  returns  and 
other   benefits, 
you  could  start 
off    by   giving 
up  as  much  as 
6%    of    your 

Charles  R   Schwah 
principal,     liven  Commuted  lo ^ving  ym  control 

over  your  Jinaiuial goals. 

an    bad    days, 

the  Market  is  rarely  off  that  much.) 

Wl  n'  NOT  BECOME  A 

Schwab  customer  yoursell? 

hvcry  day,  thousands  of   new 
investors  turn  to  Schwab.  Why 
not    join    rlicm?  We    think    you 
will  find  It  an  nlti-)gcthcr  demys- 
tifying experience. 


An  Invaluable 

Investing 
Sourcebook, 
Yours  Free. 


To  receive  your  free  copy  of 

The  Essential  Investor,"  visit  one  of  our  more 

than  250  branches  nationwide  or  phone: 

1-800-833-8633 


Sdiwab  receives  remuneration  from  Mutual  Fund  OneSource  companies.  Schwab's  standard  transaaion  fee  will  be  charged  on  each  redemption  of  fund  shares  bought  with  no  transaaion  fee  and  held  for  90  days  or  less. 
Schwab  reser-'es  the  nght  to  assess  Schwab's  standard  transaaion  fees  m  the  future  should  short-term  trading  become  oyr^'^snp,  f"  ] 007  rii,:)r!i-'-  VKwib  A'  To,,  Inc.  .\U  rights  reserved.  Member  SIPC/NYSE.   lO/OT' 


www.schwab.conr- 


•tenrtesSchwatr' 


The  Way  It  Should  Be. 


IItWI 


f           .-                        i 

Rank 

Name 

Worth 
($niil) 

Rank 

Name 

Worth 
($mil) 

Rank 

Name 

Worth 
($mil) 

1 

2 

3 

Gates,  WJIIiam  H.  Ill 
Buffett,  Warren  Edward 
Allen,  Paul  Gardner 

39,800 
21,000 
17,000 

46 
46 
46 

Davis.  Marvin  H. 
Dorrance,  Bennett 
Goodnight,  James 

2,600 
2,600 
2,600 

89 
89 
89 

Rainwater.  Richard  Edward 
van  Beuren,  Hope  Hill 
Wexner.  Leslie  Herbert 

1.600 

1,600' 

1,600 

4 
5 

Ellison,  Lawrence  Joseph 
Moore,  Gordon  Earl 

9,200 
8,800 

46 
46 

Van  Andel,  Jay 
Wrigley,  William 

2,600 
2,600 

94 
94 

Bechtel,  Riley  P 

Bechtel,  Stephen  Davison  Jr. 

1,500 
1,500 

6 

Ballmer,  Steven  Anthony 

8,300 

51 

Bass,  Sid  Richardson 

2,500 

.      94 

Cargill,  James  R. 

1,500 

7 

Kluge,  John  Werner 

7,800 

51 

Bren,  Donald  L 

2,500 

94 

Cargill,  Margaret 

1,500 

8 

Perelman,  Ronald  Owen 

6,500 

51 

Crown,  Lester 

2,500 

94 

Davidson,  William  Morse 

1,500 

8 

Walton,  Jim  C. 

6,500 

51 

Lerner,  Alfred 

2,500 

94 

Fisher,  Donald  George 

1,500 

10 

Walton,  Helen  R. 

6,400 

51 

Nicholas,  Peter  M. 

2,500 

94 

Fisher,  Doris  Felgenbaum 

1,500 

11 

Walton,  Alice  L. 

6,300 

56 

Abele,  John  E. 

2,400 

94 

Johnson,  Rupert  Jr. 

1,500 

11 

Walton,  John  T. 

6,300 

56 

DeVos,  Richard  M. 

2,400 

94 

Perenchio,  Andrew  Jerrold 

1,500 

11 

Walton,  S.  Robson 

6,300 

56 

Fribourg.  Michel 

2,400 

94 

Sarofim.  Fayez  Shalaby 

1,500 

14 

Pritzker,  Jay  Arthur 

6,000 

56 

Haas.  Peter  E.  Sr. 

2,400 

94 

Weber.  Charlotte  Colket 

1,500 

14 

Pritzker,  Robert  Alan 

6,000 

56 

Lauder.  Ronald  Steven 

2,400 

105 

Carlson.  Curtis  LeRoy 

1,400 

16 

Dell,  Michael 

5,500 

56 

Tlsch.  Laurence  Alan 

2,400 

105 

Ford.  William  Clay 

1,400 

17 

Knight.  Philip  H. 

5,400 

56 

Tisch,  Preston  Robert 

2,400 

105 

Hall,  Donald  Joyce 

1,400 

18 

Anschutz,  Philip  F. 

5,200 

63 

Lauder,  Leonard  Alan 

2,300 

105 

Hearst,  Randolph  Apperson 

1,400 

19 

Anthony,  Barbara  Cox 

5,000 

64 

Bass,  Robert  Muse 

2,200 

105 

Johnson,  Barbara  Piasecka 

1,400 

19 

Chambers,  Anne  Cox 

5,000 

64 

Koch,  Charles  de  Ganahl 

2,200 

105 

LeFrak.  Samuel  Jayson 

1,400 

21 

Newhouse,  Donald  Edward 

4,500 

64 

Koch,  David  Hamilton 

2,200 

105 

Marriott,  Richard  Edwin 

1.400 

21 

Newhouse,  Samuel  Irving  Jr. 

4,500 

67 

Hunt,  Ray  Lee 

2,100 

105 

Spangler,  Clemmie  Dixon  Jr. 

1,400 

23 

Hewlett,  William  Redington 

4,100 

67 

Kroc,  Joan  Beverly 

2,100 

105 

Stern.  Leonard  Norman 

1,400 

24 

Murdoch.  Keith  Rupert 

3,900 

69 

Geffen.  David 

2,000 

105 

Troutt,  Kenny  A. 

1,400 

25 

Annenberg,  Walter  Hubert 

3,800 

69 

Icahn.  Carl  Celian 

2,000 

105 

Trump.  Donald  John 

1,400 

26 

Kerkorian,  Kirk 

3,700 

89 

Lucas.  George 

2,000 

105 

Washington.  Dennis 

1,400 

27 

Soros,  George 

3,500 

69 

McCaw.  Craig  D. 

2,000 

117 

Bloomberg,  Michael  Rubens 

1,300 

27 

Turner,  Robert  E.  (Ted) 

3.500 

69 

RowNng.  Robert 

2,000 

117 

Broad,  Eli 

1,300 

29 

Johnson,  Abigail 

3,400 

69 

Sorenson,  James  L. 

2,000 

117 

Gates,  Charles  Cassius  Jr. 

1,300 

30 

Mars,  Forrest  Edward  Jr. 

3,300 

69 

Taylor.  Jack  Crawford 

2,000 

117 

Goizueta.  Roberto  Crispulo 

1,300 

30 

Mars,  Forrest  Edward  Sr. 

3,300 

76 

Getty.  Gordon  Peter 

1,900 

117 

Goldman.  Richard  N. 

1,300 

30 

Mars,  John  Franklyn 

3,300 

76 

Greenberg,  Maurice  Raymond 

1,900 

117 

Hostetter.  Amos  Barr  Jr. 

1,300 

30 

Perot,  Henry  Ross 

3,300 

76 

Johnson,  Charles  Bartlett 

1,900 

117 

Mellon.  Paul 

1,300 

30 

Vogel,  Jacqueline  Mars 

3,300 

79 

Galvin,  Robert  William 

1,800 

117 

Pohlad.  Carl 

1,300 

35 

Ingram,  Martha  Robinson  Rivers    3,200 

79 

Hamilton,  Dorrance  Hill 

1,800 

117 

Rockefeller,  Laurance  Spelman 

1,300 

35 

Simplot,  John  R. 

3.200 

79 

Helmsley,  Leona 

1,800 

117 

Sail,  John 

1,300 

37 

Redstone,  Sumner  M. 

3,100 

79 

Lauren,  Ralph 

1.800 

127 

Bass,  Perry  Richardson 

1,200 

38 

Bronfman.  Edgar  M.  Sr. 

3,000 

79 

Rockefeller,  David  Sr. 

1,800 

127 

Birck,  Michael 

1,200 

38 

Hillman.  Henry  Lea 

3,000 

79 

Schwab,  Charles  R. 

1,800 

127 

Gaylord,  Edward  Lewis 

1.200 

38 

Huntsman.  Jon  Meade 

3,000 

85 

Duffield,  David  A. 

1,700 

127 

Hughes,  Bradley  Wayne 

1.200 

38 

Waitt.  Theodore  W. 

3,000 

85 

Huizenga.  Harry  Wayne 

1,700 

127 

Kaiser,  George  B. 

1.200 

42 

Bass.  Lee  Marshall 

2,900 

85 

Johnson.  Edward  Crosby  III 

1,700 

127 

Kravis.  Henry  R. 

1,200 

43 

Johnson.  Samuel  Curtis 

2.800 

85 

Zell.  Samuel 

1,700 

127 

McGovern.  Patrick  Joseph 

1,200 

43 

Malone,  Mary  Alice  Oorrance 

2.800 

89 

Allen,  Herbert  A.  Jr. 

1.600 

127 

Roberts.  George  R. 

1,200 

45 

Arisen,  Micky 

2.700 

89 

Buffett,  Susan  Thompson 

1.600 

127 

Simmons,  Harold  Clark 

1,200 
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\^E  KNO^O^  IT'S  PERFECT,  BUT  \^E  TAKE  ANOTHER  lOOO  HOURS 
JUST  TO  MAKE  SURE.  MASTER  DATE. 


Master  ■watches. 
Made  in  the  tradi- 
tional SCHOOL. 
The  cold  sealon  the 
caseback  of  your 
Master  Date 
confirms  its  a 
watch  you  can  rely 
on.  completed  to 
perfection  by 

JAECER-LECOULTRE'S 
MASTER- WATCH- 
MAKERS. EACH  WATCH 
HAS  BEEN  THROUGH 
1000  HOURS  -  SIX 
CONTINUOUS  WEEKS  - 
OF  TEMPERATURE 
EXTREMES.  INTENSE 
MAGNETIC  FIELDS  AND 
CALCULATED  SHOCKS. 
The  300  HAND- 
FINISHED  PARTS  OF 
THE  CALIBRE  891/447 
AUTOMATIC  CALENDAR 
MOVEMENT  PERFORMED 
FLAWLESSLY.  THEN  AS 
THEY  DO  NOW.  TO  TELL 
YOU  THE  DATE.  DAY 
AND  MONTH.  AS  THE 
SECONDS  SWEEP 
AROUND  THE  DIAL. 

Jaecer-LeCoultre  S 
Master  watches  - 

BUILT  FOR  those  WITH 
NOTHING  MORE  to 
PROVE. 


<Jaeger-leCoultr^ 


The  numberedcold 
seal  certifies  that 
YOUR  Master  Date  has 

PROVED  ITS  RELIABILITY 
IN  lOOO  HOURS  OF 
ENDURANCE  TESTING. 


Special  Retrospective  Exhibition 


"RENDEZ-VOUS  AT  THE  HEART  OF  TIME" 
Jaecer-leCoultre  invites  you  to  attend  the  exhibition  "Rendez-Vous  at  the  heart  of  time,"  an  historical 

COLLECTION  OF  JAEGER-LECOULTRE  TIMEPIECES  FROM  THE  TURN  OF  THE  CENTURY  TO  THE  PRESENT.  THIS  EXHIBITION  CAN  BE 

VIEWED  AT  London  Jewelers  in  Manhasset,  ISTY  from  October  i6  -  October  25, 1997.   For  more  information 

ABOUT  THIS  EXHIBITION  OR  FOR  A  FREE  COPY  OF  THE  MANUFACTURE'S  BOOK  OF  TIMEPIECES,"  PLEASE  CALL  1-800-JLC-TIME 
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Rank 

Name 

Worth 
($mil) 

Rank 

Name 

Worth 
($mil) 

Rank 

Name 

Worth 
($mil) 

127 
127 
127 

Tyson,  Donald  John 
Ziff,  Daniel  Morton 
Zjff,  Dirk  Edward 

1,200 
1,200 
1,200 

174 
181 
181 

Pictet,  Marion  MacMillan 
Gerry,  Alan 
Haas,  Peter  E.  Jr. 

975 
970 
970 

217 
217 
226 

Honickman.  Harold 
McNair.  Robert  C. 
Lindemann,  George  L. 

800 
800- 
790 

127 

Ziff,  Robert  David 

1,200 

181 

Miller,  Sydell 

970 

226 

Morgridge.  John  P. 

790 

140 

Emmerson,  Archie  Aldis  (Red) 

1,100 

181 

Waitt,  Norman  W. 

970 

226 

Naify.  Robert  Allen 

790 

140 

Field,  Frederick  Woodruff 

1,100 

185 

Johnston,  Summerfield  K.  Jr. 

960 

226 

Peltz,  Nelson 

790 

140 

Harbert,  Marguerite 

1,100 

185 

Kimmel,  Sidney 

960 

230 

Gonda,  Leslie  L 

780 

140 

Marcus,  Bernard 

1,100 

185 

Stempel,  Ernest  E. 

960 

230 

Holding,  Robert  Earl 

780 

140 

Rockefeller,  Winthrop  Paul 

1,100 

188 

Jamail,  Joseph  Dahr  Jr. 

950 

230 

Strawbridge,  George  Jr. 

780 

140 

Ryan,  Patrick  George 

1,100 

188 

Murdock,  David  Howard 

950 

230 

Wynn,  Stephen  A. 

780 

140 

Spielberg,  Steven  Allen 

1,100 

190 

Farmer,  Richard  T. 

940 

234 

Copley,  Helen  Kinney 

775 

140 

Wang,  Charles  B. 

1,100 

190 

McCombs,  Billy  Joe  (Red) 

940 

235 

Hess,  Leon 

770 

148 

Bass,  Edward  Perry 

1,000 

192 

Rich,  Marc  David 

925 

236 

Abramson.  Leonard 

760 

148 

Dedman,  Robert  Henry  Sr. 

1,000 

193 

Stephens,  Jackson  Thomas 

920 

236 

Eisner.  Michael  D. 

760 

148 

Frist,  Thomas  F.  Jr. 

1,000 

194 

Batten,  Frank  Sr. 

915 

236 

DIde.  Ernest  i. 

760 

148 

Getty,  J.  Paul  Jr. 

1,000 

195 

Marriott.  John  Willard  Jr. 

910 

236 

White,  Dean 

760 

148 

Goldsbury,  Kit 

1,000 

196 

Arrillaga,  John 

900 

240 

Berry,  John  William  Sr. 

750 

148 

Haas,  John  Charles 

1,000 

196 

Butt,  Charles  0. 

900 

240 

Debartolo,  Edward  John  Jr. 

750 

148 

Heyman,  Samuel  J. 

1,000 

196 

Geballe,  Frances  Koshland 

900 

240 

Lee,  Thomas  Haskell 

750 

148 

Jannard.  Jim 

1,000 

196 

Haas,  Evelyn  Danzig 

900 

240 

Malone,  John  C. 

750 

148 

Lennon,  Fred  A. 

1,000 

196 

Haas,  Josephine  B. 

900 

240 

Sidhu,  Sanjiv 

750 

148 

Lewis,  Peter  Benjamin 

1,000 

196 

Joseph,  George 

900 

245 

York,  Denise  DeBartolo 

745 

148 

McCaw,  Bruce  R. 

1,000 

196 

Peery,  Richard  Taylor 

900 

246 

Flatley,  Thomas  John 

730 

148 

McCaw,  Keith  W. 

1,000 

203 

Hubbard,  Stanley  (Stub) 

890 

246 

Levine.  Stuart  Robert 

730 

148 

Menard,  John  R.  Jr. 

1,000 

203 

Littlefield,  Edmund  Wattis 

890 

248 

Milliken.  Roger 

725 

148 

Moran,  James  Martin 

1,000 

205 

Bainum,  Stewart  Jr. 

880 

248 

Smith.  Frederick  Wallace 

725 

148 

Murphy.  Wendell  H. 

1,000 

206 

Green,  Pincus 

875 

248 

Weill.  Sanford 

725 

148 

Park,  Raymond  P 

1,000 

206 

Opperman,  Dwight  D. 

875 

251 

Butler.  Sarah  Turner 

720 

148 

Rich,  Robert  Edward  Sr. 

1,000 

208 

Krehbiel,  John  Hammond  Jr. 

865 

251 

Corn,  Elizabeth  Turner 

720 

148 

Robertson,  iuHan  H.  Jr. 

1,000 

209 

Haas.  Robert  Douglas 

860 

251 

Hilton,  William  Barron 

720 

148 

Scaife,  Richard  Mellon 

1,000 

210 

Wister.  Diana  Strawbridge 

840 

251 

Thome,  Dakleigh  Blakeman 

720 

148 

Scott,  Walter  Jr. 

1,000 

211 

Edson,  John  Orin 

830 

251 

Turner,  William  Butler 

720 

148 

Singleton,  Henry  Earl 

1,000 

211 

Kohlberg,  Jerome  Spiegel  Jr. 

830 

256 

Flinn.  Lawrence  Jr. 

710 

148 

Taylor,  Glen 

1,000 

213 

Monger,  Charles 

825 

256 

Jobs.  Steven  Paul 

710 

148 

Udvar-Hazy,  Steven  Ferencz 

1,000 

213 

Perdue,  Franklin  Parsons 

825 

258 

Boudjakdji.  Millicent  V. 

700 

171 

Mays,  L.  Lowry 

990 

215 

Benson,  Craig  Robert 

820 

258 

Clark.  James  H. 

700 

172 

Anselmo,  Mary 

980 

216 

Disney,  Roy  Edward 

810 

258 

Cook.  William  Alfred 

700 

172 

Stowers,  James  Evans  Jr. 

980 

217 

Cafaro,  William  Michael 

800 

258 

Cooke,  Phoebe  Hearst 

700 

174 

Keinath,  Pauline  MacMillan 

975 

217 

Chan,  Ronnie 

800 

258 

Davenport.  Elizabeth  Lupton 

700 

174 

MacMillan,  Cargill  Jr. 

975 

217 

Druckenmiller,  Stanley  F. 

800 

258 

Duke.  Jennifer  Johnson 

700 

174 

MacMillan,  John  Hugh  III 

975 

217 

Egan.  Richard  J. 

800 

258 

Hearst.  Austin 

700 

174 

MacMillan,  W.  Duncan 

975 

217 

Ford.  Josephine  F. 

800 

258 

Hearst.  David  Whitmire  Jr. 

700 

174 

MacMillan.  Whitney 

975 

217 

Gonda.  Louis  L. 

800 

258 

Hearst.  George  Randolph  Jr. 

700 

174 

McCaw,  John  EIroy  Jr. 

975 

217 

Hearst.  William  Randolph  III 

800 

258 

Herb,  Marvin  J. 

700 

V- 
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Washington,  D.C.  Convention  Center 
The  Renaissance  Washington  D.C.  Hotel 

Conference:  January  26-29,  1998 
Exhibition:  January  27-29,  1998 


Attend  ComNet's  20th  Anniversary  Event 


Be  A  Part  of  History  —  And  The  Future 

Broadband.  Wireless.    Internet,  Intranets,  Extranets.  Push 
and  pull  technologies.  There's  unparalleled  opportunity  in 
the  communications  and  networking  technologies  now 
gaining  in  sophistication.  And  momentum. 

ComNet's  20th  Anniversary  Conference  and  Exhibition  — 
The  Enterprise  Network:  Front  and  Center —  gives  you 
the  unparalleled  opportunity.  Whether  you're  a  builder, 
buyer,  planner,  or  manager  of  an  enterprise  network. 

Immerse  yourself  in  9  information-packed  conference  tracks. 
Listen  to  a  distinguished  cadre  of  speakers  including  3Com's 
Chairman  &  CEO,  Eric  Benhamou,  Marimba  Inc.'s  President 
&  CEO,  Kim  Polese  and  Bell  Atlantic's  Vice  Chairman, 
President  &  COO,  Ivan  Seidenberg.  Join  Vinton  Cerf,  the 
father  of  the  Internet,  and  ethernet  inventor  and  Internet 
contrarian  Bob  Metcalfe  as  they  square  off  in  a  lively  discussion, 
moderated  by  Stewart  Alsop,  about  the  Internet's  future 
and  what  that  future  will  mean  to  you.   And  accompany 
50,000  of  your  colleagues  to  view  over  500  exhibiting 
companies  at  the  #1  show  for  new  product  launches. 

♦  #1  Show  For  New  Product  Introductions 

♦  9  Targeted  Conference  Tracks 

Network  Managennent  and  Design  •  Switching 
Tools/Technologies/Strategies  •  Collaborative 
Networking  •  The  New  WAN  •  Enterprise 
Intranets  •  Network  Reliability/Performance  • 
Remote  Network  Access  and  Security  •  Global 
Telecomm:  Issues  and  Answers  •  Open  Forunn 

♦  Intranet  Village  (co-sponsored  by  Network  World 
and  Vertical  Networks) 

A  gathering  of  companies  with  products  to  help 
•  you  design,  build  and  manage  your  Intranet. 

For  general  event  information  visit  our 
Web  site  at  www.comnetexpo.com 
or  call  800-545-EXPO. 


Media  Sponsors 

\  '.V.V.M     ^-— ^ 

Networ1(Worid 


CMP 


ilNTERNETWEEK 


B«c«u»«  th«  Intarrwt  u  the  network 


Buiiiiets  Runt  On  IT 


PC'Wi 


FEDERAI. 

Kivm-rtRwrjiK 


Forbes 


20th  Anniversary 
Sponsor: 


Sponsor:  -X9eprge 

Washington 
University 


Keynote  Speakers  —  Leaders  in  the 
Communications  Networl<ing  Industry 


Eric    ' 
Benhamou 
Chairman  & 
CEO,  3Com 
Corporation 


Kim  Polese 
President 
&CEO, 
Marimba,  Inc. 


Ivan  ; 

Seidenberg 
Vice  Chairman, 


Plus... 

Vinton  Cerf 
Senior  Vice  President, 
Internet  Arctiitecture 
&  Engineering,  MCI 
Communications  Corp. 

Francis  Ozubek 
President  &  CEO, 
Communications 
Network  Architects 
Inc. 

John  Gallant 
Editor-in-Chief 
Network  World 

Bob  Metcalfe, 
Vice  President, 


President  &  COO,     Technology.  IDG 
Bell  Atlantic 


Richard  Wiley,  Esq. 
Partner,  Wiley,  Rein 
&  Fielding  _  _  „ 


^/:>^- 


Anniversary 


Please  send  me  more  information  about 
ComNet's  20th  Anniversary  Conference 
and  Exhibition. 


□  Attending    □  Exhibiting 

Name 

Title  


FOR 


Company. 
Address 


City 

State  _ 
Phone 


Zip- 


Fax 


email 

Fax  to:  781-440-0357.   Or  Mail  to:   ComNet  '98, 

1400  Providence  Highway,  P.O.  Box  9127,  Norwood,  MA  02062. 

THIS  IS  NOT  A  REGISTRATION  FORM. 
I 


mmi. 


Rank 

Name 

Worth 
($niil) 

Rank 

Name 

Worth 
($ipil) 

Rank 

Name 

Worth 
(Smil) 

258 

Johnson,  James  Loring 

700 

313 

Blank,  Arthur 

600 

354 

Vinciarelli,  Patrizio 

530 

258 

Lenfest,  Harold  FitzGerald 

700 

313 

Carell,  Monroe  J. 

600 

359 

Fisher,  Robert  J. 

525' 

258 

Lupton,  John  Thomas 

700 

313 

Checchi,  Alfred  A. 

600 

359 

Glazer,  Guilford 

525 

258 

Milken,  Michael  Robert 

700 

313 

Goergen,  Robert  B. 

600 

359 

Pamplin,  Robert  Boisseau  Jr. 

525 

272 

Fireman,  Paul  Barry 

690 

313 

Haas,  Margaret  E. 

600 

362 

Sharp,  Hugh  Rodney  III 

520 

272 

Ueltschi,  Albert  Lee 

690 

313 

Koch,  Frederick  Robinson 

600      • 

363 

Manoogian,  Richard  Alexander 

515 

274 

Taubman,  A.  Alfred 

680 

313 

Koch,  William  Ingraham 

600 

363 

Marks,  Nancy  Smith  Lurie 

515 

275 

Marshall,  Barbara  Hall 

675 

313 

Litwin,  Leonard 

600 

383 

Mills,  Alice  Francis  du  Pont 

515 

275 

Reid,  Elizabeth  Ann 

675 

313 

Lyon,  Frank  Jr 

600 

363 

Smith,  Richard  Alan 

515 

277 

Chace,  Malcolm  Green  III 

670 

313 

Pennington,  Irene  Wells 

600 

363 

Wilson,  Gary 

515 

277 

Earhart,  Anne  Catherine  Getty 

670 

313 

Schwartz,  Theodore  G. 

600 

368 

Fisher,  Max  Martin 

510 

277 

Getty,  Caroline  Marie 

670 

313 

Shorenstein,  Walter  Herbert 

600 

368 

Gottwald,  Bruce  Cobb 

510 

277 

Perry,  Claire  Eugenia  Getty 

670 

313 

Spanos,  Alexander  Gus 

600 

370 

Bose,  Amar  Gopal 

500 

277 

Price,  Michael  F. 

670 

313 

Sun,  David 

600 

370 

Bredin,  Octavia  Mary  du  Pont 

500 

282 

Lindner,  Carl  Henry  Jr 

665 

313 

Teel,  Joyce  Raley 

600 

370 

Chernick,  Aubrey 

500 

283 

Colket,  Tristram 

660 

313 

Tu,  John 

600 

370 

Connell,  Grover 

500 

283 

Kroenke,  Ann  Walton 

660 

329 

Bainum,  Stewart  Sr. 

580 

370 

Darden,  Constance  Simons  du  Pont  500 

283 

Laurie,  Nancy  Walton 

660 

330 

Hascoe,  Norman 

575 

370 

Day,  Robert  Addison 

500 

283 

Mitchell,  George  Phydias 

660 

330 

Hunt,  Caroline  Rose 

575 

370 

Douglas,  Jean  W. 

500 

283 

Rock,  Arthur  J. 

660 

332 

Clayton,  James  Lee 

570 

370 

du  Pont,  Irenee  Jr 

500 

283 

Tuchman,  Kenneth 

660 

332 

Petersen,  Robert  Einar 

570 

370 

Ergen,  Charles 

500 

289 

May,  Cordelia  Scaife 

655 

332 

Price,  David  G. 

570 

370 

Fisher,  William  F. 

500 

290 

Connell,  William 

650 

335 

Adams,  Richard  L 

560 

370 

Gallo,  Ernest 

500 

290 

Feld,  Kenneth 

650 

335 

Binger,  Virginia  Mcknight 

560 

370 

George,  Mary  Hulman 

500 

290 

Green,  Joshua  III 

650 

335 

Gottwald,  Floyd  Dewey  Jr 

560 

370 

Liemandt,  Joseph  A. 

500 

290 

Kovner,  Bruce 

650 

335 

Holden,  Ronald 

560 

370 

Marshall,  E.  Pierce 

500 

290 

McCormack,  Mark 

650 

335 

Krehbiel,  Frederick  A. 

560 

370 

Mathile,  Clayton  Lee 

500 

290 

Rales,  Steven 

650 

335 

Sommer,  Viola 

560 

370 

Maughan,  Rex 

500 

290 

Schneider,  Donald  J. 

650 

335 

Stanley.  John  R. 

560 

370 

May,  Irene  Sophie  du  Pont 

500 

290 

Smith,  Ollen  Bruton 

650 

335 

Wold,  Elaine  Johnson 

560 

370 

Milken,  Lowell  Jay 

500 

290 

Trefler,  Alan  N. 

650 

343 

Adelson,  Sheldon 

550 

370 

Schwab,  Leslie  B. 

500 

290 

Whitney,  Betsey  Gushing  Roosevel 

t  650 

343 

Ansin,  Edmund  Newton 

550 

370 

Strong,  Richard  S. 

500 

300 

Rales,  Mitchell 

640 

343 

Dart,  William  A. 

550 

390 

Bass,  Anne  Hendricks 

490 

301 

Krasny,  Michael 

635 

343 

Heinz,  Teresa  F. 

550 

390 

Golisano,  Blase  Thomas 

490 

302 

Bennett,  William  Gordon 

630 

343 

Levy,  Leon 

550 

390 

Marion.  Anne  Windfohr 

490 

302 

Comer,  Gary  Campbell 

630 

343 

Quadracci,  Harry  V. 

550 

390 

Pennington,  William  Norman 

490 

302 

Fisher,  John  J. 

630 

343 

Winfrey,  Oprah 

550 

390 

Wasserman,  Lewis  Robert 

490 

302 

Hitch,  Michael 

630 

350 

Egan.  Michael  S. 

540 

395 

Behring,  Kenneth  Eugene 

485 

302 

McVaney,  C.  Edward 

630 

350 

Kelly.  William  Russell 

540 

395 

Monaghan,  Thomas  Stephen 

485 

307 

Anderson,  John  Edward 

625 

350 

Naify,  Marshall 

540 

395 

Tharaldson,  Gary 

485 

308 

Koshland,  Daniel  E.  Jr 

620 

350 

Silverman,  Henry 

540 

398 

Hudson,  Harris  Whitfield 

475 

308 

Saul.  Bernard  Francis  II 

620 

354 

Bartmann,  Kathryn  A. 

530 

398 

McGlothlin,  James 

475 

308 

Simon,  Melvin 

620 

354 

Bartmann,  William  R. 

530 

398 

Nash,  Jack 

475 

311 

Robinson,  Jesse  Mack 

615 

354 

Milstein,  Monroe  Gary 

530 

312 

Dolan,  Charles  Francis 

610 

354 

Simmons,  Richard  Paul 

530 
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o  two  people  see  the  same  thing  the  same  way. 
That's  what  makes  Hfe  fun.  And  business  hard. 


How  people  see  your  product,  your  company  or 
your  positions  on  issues  affects  their  actions.  It's 
simply  not  enough  to  have  the  right  product  or  do 
the  right  thing -you  must  also  be  seen  that  way. 

Which  is  why  we  believe  it's  crucial  to  under- 
stand not  only  what  people  perceive,  but  also  how 
those  perceptions  are  shaped. 


With  this  knowledge,  we  design  communica- 
tions to  help  manage  the  perceptions  that  lead  to 
your  desired  business  results.  To  learn  more,  contact 
Jeff  Hunt,  212.614.4455.  Website:  v^ovw.bm.com 

Burson-Marsteller 

Managing  Perceptions  •  Creating  Results  •  Worldwide 


MONEY  &  INVESTMENTS 


BUSINESS  STRATEGY 

The  new 
pi^ospectoirs 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  &Co., 
a  merchant  bank  in 
Greenwich,  Conn,  rut- 
ledgeco@aol.com 


When  I  scan  15  years  of  The  Forbes  Four 
Hundred,  the  most  powerful  impression  I  get 
is  one  of  change,  of  cinema  more  than  por- 
trait. There  is  the  Andy  Warhol-like  quality  to 
the  lists,  the  incredible  churning  of  the  roster 
as  names  come  and  go,  reflecting  the  tremen- 
dous impact  that  technology  is  having  upon 
the  economy. 

The  sources  of  wealth  have  changed: 
Property  and  heavy  industry  give  way  to 
intangibles  such  as  computer  software  and 
communications.  Reflecting  increased  leisure 
and  disposable  income,  purveyors  of  diver- 
sion and  entertainment  have  climbed  higher 
on  the  list. 

What  is  this  "wealth"  that  Forbes  so 
famously  measure^.'  We  measure  wealth  by 
asset  values,  defined  as  what  people  are  will- 
ing to  pay  today  to  own  claims  on  future 
income  streams.  This  is  true  whether  the 
future  income  be  royalties,  coupons  on 
bonds,  dividends  on  stocks  or  rents  on  prop- 
erties. But  not  all  income  streams  are  priced 
the  same.  Growing  income  streams  are  worth 
more  than  static  ones,  and  reliable  income 
streams  are  worth  more  than  uncertain  ones. 
In  short,  not  all  income  streams  are  equally 
valuable,  but  all  become  more  valuable  when 
tax  rates  fall — as  capital  gains  taxes  now 
have — because  more  of  the  income  stream 
remains  with  the  owner. 

The  largest  asset  class  in  the  U.S.  is  land 
and  real  property,  worth  more  than  $10  tril- 
lion today  and  making  up  more  than  half 
our  net  worth.  Capital  goods — tools  and  fac- 
tories— and  aging  consumer  durable  goods 
make  up  the  other  half  Twenty  years  ago,  in 
the  late  1970s,  the  prices  of  all  these  tangi- 
ble assets  were  inflating  at  more  than  10% 
per  year,  and  were  expected  to  continue  to 
do  so.  That  almost-guaranteed  return 
attracted  investors  to  hard  assets  and  away 
from  stocks  and  bonds.  It  made  physical 
properties  and  resources  in  the  ground  more 
valuable  than  paper  assets,  which  did  not 
necessarily  benefit  from  inflation  and  might 
be  harmed  by  it. 

Since  then,  inflation  has  declined  and  made 
paper  assets  more  attractive.  Neither  Rill 


Gates  nor  Warren  Buffett  nor  Rupert  Mur- 
doch owns  much  in  the  way  of  physical  assets, 
which  is  why  people  like  them  have  moved  up 
so  much  on  The  Forbes  Four  Hundred  Hst. 

Their  unprecedented  success  in  building 
new  companies  attracted  capital  to  new  ven- 
tures and  entrepreneurs.  Think  of  many  of  the 
new  rich  as  income-stream  prospectors: 
people  with  the  energy,  vision  and  courage  to 
build  new  companies. 

The  shift  from  effort  to  entertainment  is 
understandable  if  disturbing.  Technology  has 
enabled  entertainment  entrepreneurs  to 
enjoy  a  dramatic  reduction  in  the  cost  of 
reachiiig  their  customers  at  the  same  time 
that  globalization  has  helped  them  build 
market  overseas.  Their  markets  have  grown 
as  people  have  more  leisure  and  more  spare 
cash.  This  trend  worries  me.  History  has 
not  been  kind  to  societies  obsessed  with 
diversion,  such  as  the  Roman  Empire  in  its 
late  stages. 

Another  worrisome  trend  visible  in  The 
Four  Hundreds  is  Sudden  Wealth  Syndrome, 
the  trend  toward  increasing  volatility  in  asset 
markets.  Fortunes  made  quickly  can  disappear 

There  has  never  been  a 
better  time  for  starting  and 
growing  new  businesses. 


quickly,  too.  In  these  conditions,  hubris  is 
dangerous.  A  bit  of  humility  can  come  in 
handy  here. 

On  the  bright  side  is  today's  balanced, 
growing  economy.  Nearly  every  region  of  the 
U.S.  is  growing;  skilled  and  energetic  workers 
are  in  great  demand;  distressed  properties 
have  disappeared;  prices  are  stable;  interest 
rates  remain  low;  and  capital  is  plcntifial.  Our 
best  brains  are  being  drawn  into  areas  of  new 
discoveries  and  emerging  technologies. 

1  especially  admire  those  who  are  using  new 
technologies  to  radically  lower  the  cost  of  edu- 
cating young  people  via  computers  and  the 
Internet.  I  suspect  fiiture  Forbes  Four  Hun- 
dreds will  be  replete  with  names  of  people  who 
created  income  streams  by  making  education 
more  efficient  and  effective.  WM 
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Our  equity  distribution  network  enabled  us  to 
deliver  the  largest  share  offer  in  greece's  history. 
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HSBC  Investment  Banking  took  OTE,  the  dominant  provider  of  telecommunications  services  in  Greece, 
further  than  could  be  imagined.  As  joint  global  co-ordinator  we  made  use  of  our  outstanding  ability  in  global 
equity  placement  to  execute  Greece's  largest  ever  privatisation.  Working  through  forty  two  offices  on  five 
continents,  our  powerful  institutional  equity  sales  force  created  strong  demand  from  top  quality  institutions 
throughout  the  world.  The  US$1.2  billion  offering  was  a  landmark  for  innovation  in  Greece.  It  incorporated  a 
capital  increase  for  the  company  and  a  secondary  offering  of  Government  shares.  It  also  featured  Global 
Depositary  Receipts  and  an  open  price  offer  structure  -  all  firsts  for  the  Greek  market. 


HSBC  Investment  Banking  <X^ 


Member  HSBC  Group 

Corporate  Finance  ►  Project  and  Export  Finance  ►  Specialised  Finance  ►  Private  Equity  .  Loan  Syndication 
Equity  Research  and  Distribution  »  Asset  Management  »  Private  Banking 

Issued  by  HSBC  ImeslmenI  Bank  pic.  Regulated  by  SFA  for  the  conduct  of  investmeni  business  in  the  UK. 


MONEY  &  INVESTMENTS 


STOCK  TRENDS 


The  relative- 
peirfoirmance  trap 


BY  lASZLO  BIRINYI  JR. 


Laszio  Birinyi  Jr.  is 
president  of 
Birinyi  Associates,  a 
Greenwich,  Conn.- 
based  financial 
consulting  firm. 


The  Forbes  Four  Hundred  issue  is  a  splen- 
did place  for  reminding  investors  that  getting 
rich  is  not  about  picking  hot  stocks  or  hot 
businesses  or  guessing  the  economy.  It  is 
about  how  well  you  manage  your  money.  The 
best  financial  advice  is  that  which  makes  you 
the  most  money,  not  that  which  calls  market 
tops  or  bottoms. 

I  am  not  just  playing  with  words  here.  The 
name  of  the  game  is  increasing  your  net 
worth,  not  about  bragging  at  cocktail  parties. 
Looking  for  hot  mutual  funds?  In  1967  the 
Enterprise  Fund  was  up  111%,  and  another 
34%  in  1968  but  lost  32%  in  1969.  Not  too 
bad,  you  might  say.  But  when  you  look  at  the 
real  numbers  you  see  that  Enterprise  was  a 
disaster.  In  that  first  111%-up  year  it  had 
assets  of  $28  million.  When  nemesis  overtook 
it  two  years  later,  it  was  managing  nearly 
$1  billion.  By  the  time  investors  were  pouring 
money  into  the  fiand,  the  gains  were  behind  it 
and  investors  lost  hundreds  of  millions  of  dol- 
lars. Yet  on  the  percentages  alone  Enterprise 
was  a  hot  fiind  for  the  full  three  years. 

Tou  can't  spend  relative 
performance.  Nor  can  you 
get  rich  from  it. 

Too  many  fiands  have  great  ten-year  results 
and  good  five-year  numbers  but  are  now 
living  off  their  past  records  or  on  one  or  two 
great  stock  picks.  I  see  too  many  advertise- 
ments that  claim  so-and-so's  stock  picks  were 
up  75%  last  year  or  in  the  previous  three  quar- 
ters. But  I  wonder  how  many  investors  had  a 
75%  return  on  those  picks?  I'm  betting  that  a 
lot  of  the  people  who  bought  them  bought 
them  toward  the  end  of  the  run,  not  toward 
the  beginning. 

In  our  firm's  money  management,  I  provide 
not  only  the  investment  results  but  also  the 
gains  in  real  terms.  While  I  hope  to  provide 
compctiti\e  results,  my  greater  concern  for 
my  clients  is  creating  wealth. 

So,  what  should  the  in\estor  do  with  regard 
to  all  these  glittering  but  possibly  misleading 
claims? 


1 .  With  regard  to  mutual  funds,  pay  atten- 
tion to  analyses  such  as  you  find  in  the  Forbes 
ratings,  which  systematically  discount  exagger- 
ated results  in  one  market  period  and  seek  to 
measure  consistency  of  results  over  many 
market  phases  rather  than  simple  straight-line 
performance. 

2.  If  you  are  evaluating  commentators  or 
columnists,  don't  take  their  claims  at  face 
value.  Look  a  bit  deeper.  If  I  claim  that  my 
picks  resulted  in  a  20%  or  35%  gain,  ascertain 
that  the  increase  wasn't  the  result  of  one  or 
two  lucky  selections.  And  make  sure  that  a 
low-priced  stock  didn't  distort  those  results. 
In  other  words,  think  of  it  in  money  terms. 
One  money  manager  who  specializes  in  small- 
er issues  recommended  Interleaf  earlier  this 
year,  and  the  stock  is  up  65%.  Sounds  great, 
but  the  stock  began  the  year  at  $2  a  share — 
and  is  now  slighdy  over  $3. 

For  the  sake  of  illustration,  assume  that  he 
also  recommended  another  smaller  issue,  Out- 
back Steakhouse,  which  is  down  8%.  On  aver- 
age he  is  up  over  25%  in  his  1997  picks.  But  if 
you  bought  100  shares  of  each,  you  have,  in 
dollars-and-cents  terms,  lost  money. 

Then  there's  risk.  If  a  manager  claims 
market-beating  results,  make  sure  you  find 
out  whether  he  or  she  took  outsize  risks  to 
get  them.  Did  he  use  leverage?  Is  she  a  man- 
ager who  got  clobbered  in  1987? 

In  London  two  summers  ago,  a  stranger 
interrupted  my  dinner  to  tell  me  how  much 
he  likes  my  Forbes  column.  I  was  flattered, 
but  I  hope  his  pleasure  derived  from  profits  he 
made  fi-om  following  my  advice — rather  than 
from  my  aura  as  a  pundit. 

One  of  Wall  Street's  cliches  also  happens  to 
be  one  of  its  absolute  truths:  You  can't  spend 
relative  performance.  Nor  can  you  get  rich 
from  it.  That  old  Enterprise  Fund  was  an  out- 
standing relative  performer,  but  in  the  very 
years  when  it  was  burning  up  the  performance 
ratings  it  was  costing  investors  hundreds  of 
millions  of  dollars. 

My  advice  right  now  to  you  is:  Like  these 
great  investors  and  entrepreneurs,  stay  the 
course.  Don't  let  the  noise  about  small,  inter- 
national real  estate  stocks  sway  you  from  the 
large  caps.  I  continue  to  like  Compaq  (78, 
CPQ)  and  Chase  Manhattan  ( 1 19,  cmb).       Hi 
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American  Cen  i  ury 
In  lEKNAnoNAL  Investing 

International  Growtti  Funds 

1-Year 
Return 

5-Year 
Return 

Life  of  Fund 
(5/9/91) 

Momingstar 
Overall  Rating 

Twentieth  Century 
International  Growtti 

Upper  Category  Average 

(5/9/91-6/30/97) 

27.9"" 
16.5" 

14.3" 

12.3"^" 

15.4'" 
10.9"" 

•  ••* 

International  Small  Cap  Funds 

1-Year 
Return 

3-Year 
Return 

Life  of  Fund 
(4/1/94) 

Momingstar 
Overall  Rating 

Twentieth  Century 
International  Discovery 

Upper  Category  Average 

(4/7/94-6/30/97) 

26.3" 
13.5" 

19.4"" 

8.8'^' 

20.5"" 

8.7"^" 

•  ••*• 

Average  /Annual  Tola)  Returns  as  of  6/30/97  The  Upper  measuring  period  of  4/7/94-6/30/97  is  the  closest  period  of 
compafison  to  Intemalioral  Discovery  Ue  of  Fund  from  4/1/94-6/30/97,  Ivlorningsta;  Ratings  as  of  7/31/97  for  overall 
performance  among  555  International  Growth  and  International  Small  Cap  Funds.  International  Discovery  requires  a 
$10,000  minimum  investment,  while  International  Growth's  minimum  is  only  $2,500.  Lipper  Analytical  Service  rankings 
are  based  on  total  returns  wrth  all  dividends  reinvested.  Lipper  International  Small  Company  Fund  category  is  a  group 
of  funds  that  invest  at  teast  65%  of  their  assets  in  equity  secunties  of  non-United  Stales  companies  with  market 
capitalization  tess  than  $1  billion  US.  and  is  not  available  for  purchase 

How  in  the  world  do  you  get 
performance  like  this? 


For  starters,  you  could  read  stacks  of 
financial  publications  from  all  oyer  the 
globe.  On  top  of  that,  you  could  develop  a 
software  system  that  tracks  the  perfor- 
mance of  companies  woridwide.  Then,  you 
could  hire  a  team  of  researchers  to  analyze 
the  data  and  identify  the  companies 
showing  strong,  sustainable  growth. 
Finally,  you  could  get  on  a  plane  and  pay  a 
visit  to  the  companies  offering  the  best 


opportunities.  Or,  you  could  just  call 
American  Century.  Our  international 
fund  managers  do  all  of  this,  and  more, 
on  your  behalf.  And,  as  this  chart  shows, 
their  approach  seems  to  be  working.  Of 
course,  you  should  keep  in  mind  that 
international  investments  are  subject  to 
special  risks,  such  as  currency  fluctuation 
or  political  instability  Call  to  find  out  more 
about  these  world-wise  investments. 


Please  ask  for  a  prospectus  with  more  complete  information,  including  charges  and  expenses.  Be  sure  to  read  it  carefully  before  you  invest. 
Naturally,  past  performance  can't  guarantee  future  results-.  These  figures  are  for  investor  class  shares.  Other  share  classes  are  available.  Investment  return 
and  the  value  of  your  principal  ivill  fluctuate,  and  the  final  value  of  your  investment  may  be  more  or  less  than  what  you  started  with. 

Momingstar  proprietary  ratings  reflect  risk-adjusted  performance  as  of  7/31/97.  International  Grozvth  has  four  star  ratings  for  its  three-year  period  out  of 
555  fimds  and  five-year  out  of  244  funds.  International  Discoven/  has  a  five  star  rating  for  its  three-year  period  out  of  555  fluids.  The  overall  ratnig,  which 
may  clinnge  monthly,  is  catailated  from  the  fund's  three-,  five-  and  ten-year  (lohen  available)  average  annual  total  returns  m  excess  of  90-day  Treasury  hill 
retimis  with  the  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fimd  performance  below  90-day  Treasun/  bill  returns.  Ten  percent  of  the  finds  in 
an  investment  category  receive  five  stars  and  the  next  22.5%  receive  four  stars.  Please  consult  n  prospectus.  Tlie  figures  represent  past  performance  and 
assume  all  dividends  were  reinvested.  ©  1997  American  Century  Services  Corporation,  American  Century  Investment  Services,  Inc.  FBS 
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Before  discounted  airfares  the  south  of  France  and  Tahiti 

were  the  places  to  go.  But  what's  the  point  of  being  hch 

if  you  have  to  rub  elbows  with  people  on  $799  package  tours? 

So  buy  yourself 
an  island 


By  James  M.  Clash 


FANTASIES 


From  2,000  feet 
up  in  our  noisy 
Helicopter  Seychelles  whirlybird,  the 
island  below  looks  small  and  com- 
pact, a  commingling  of  whites,  greens 
and  gray-blacks.  As  we  descend,  the 
whites  become  pristine  beach  sand, 
the  greens  become  the  leaves  of  palm 


and  coconut  trees,  and  the  gray- 
blacks  become  sharp  granite  cliffs  and 
rounded  boulders.  When  we  finally 
touch  down,  one  of  the  boulders 
begins  to  move. 

"That's  Charlie,"  shouts  Farhad 
Vladi,  51,  who  is  showing  us  around 
the  593-acre  North  Island  in  the 


remote  Seychelles.  "He  doesn't  like 
the  helicopter  noise."  Charlie  is  a 
giant  turtle.  "Buy  this  island,  and  I 
will  throw  him  in  with  the  deal," 
laughs  Vladi. 

Farhad  Vladi  is  the  broker  you  see 
for  real  estate  that  ordinary  folks  can't 
get  to:  He  is  the  world's  foremost 
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Island  broker  Farhad  Vladi  (above)  has  sold  islands  from 
Cap  Ferrat  to  Fiji.  His  clients  include  actor  Tony  Curtis  and 
Virgin  Atlantic's  Richard  Branson.  From  a  helicopter,  he 
surveys  North  Island  in  the  Seychelles  chain  between 
Africa  and  India.  The  $5  million  price  tag  gets  you  the 
island's  593  acres,  plus  the  resident  giant  turtle,  Charlie. 


LIVING 


island  peddler.  In  the  past  25  years 
he's  sold  more  than  600  of  them.  For 
Vladi  the  inaccessibilit\'  of  his  parcels 
is  a  major  plus. 

The  island  business  is  booming. 
With  offices  in  Europe  and  North 
America,  sales  for  Vladi  Private 
Islands  should  top  $25  million  this 
year,  a  record.  Vladi  charges  about 
8%  commission,  part  of  which  sup- 
ports his  staff  of  18  in  Hamburg  and 
Halifax,  Nova  Scotia. 

Peter  Ruester,  a  German  construc- 
tion magnate,  owns  North  Island  and 
has  commissioned  Vladi  to  sell  it  for 
$5  million.  "His  second  wife  doesn't 
approve  of  the  island  because  she 
considers  it  the  love  nest  of  the  first," 
explains  Vladi. 

Vladi  has  a  special  affinity  for  the 
Seychelles.  As  a  young  Ph.D.  student 
in  economics  at  the  University  of 
Hamburg  in  1971,  he  visited  the 
chain — located  in  the  Indian  Ocean 
between  Kenya  and  India — on  a  lark 
and  saw  one  island,  80-acre  Cousine, 
for  sale.  Vladi  toured  Cousine,  taking 
photos. 

Back  in  his  hometown  of  Hamburg 
the  entrepreneurial  half-Iranian,  half- 
German  found  a  local  businessman 
interested  in  Cousine.  The  price  was 
$100,000.  The  client  bought  the 
island  solely  on  the  basis  of  Vladi's  pic- 
tures and  paid  him  a  5%  commission. 

Thus  began  Vladi's  island- broker- 


ing cjCreer.  Since  then  he's  sold  from 
Fiji  to  Cap  Ferrat.  His  clients  include 
Virgin  Atlantic's  Richard  Branson 
and  actor  Tony  Curtis  (and,  inciden- 
tally, Forbes  Inc.,  publishers  of  this 
magazine).  He  is  currently  hawking 
singer  Diana  Ross'  place  in  the  South 
Pacific — 25-acre  Tiano.  Price:  $3.5 
million,  including  electricity  and 
water  piped  in  from  the  French  Poly- 
nesian main  islands. 

Vladi's  current  inventory  lists  120 
islands.  For  the  bargahi  hunter, 
there's  puny  Piscataque,  a  kind  of 
starter  island  just  off  the  coast  of 
Nova  Scotia,  for  $220,000.  For  those 
on  a  little  richer  budget,  there's  Isola 
Santo  Stefano,  a  66-acre  rock  off 
Naples.  The  $10  million  price  tag 
here  buys  you  your  own  18th-centu- 
ry amphitheater  and  public  boat  ser- 
vice to  and  from  Naples. 

For  real  swells,  there's  $20  million 
Daros,  a  1,1 00 -acre  coral  atoll  group 
80  miles  fi-om  Mahe,  capital  island  of 
the  Seychelles,  complete  with  airstrip. 
Daros  is  as  private  as  it  gets.  The  cur- 
rent owner,  Iran's  once-rova!  Pahlavi 
family,  sees  no  other  land  from  any  of 
these  12  private  islands. 

On  a  quick  inspection  of  our 
Forbes  Four  Hundred  list  over  lunch 
at  the  Coral  Strand  Hotel  on  Mahe, 
Vladi  found  seven  people  who  had 
bought  islands  from  him  but  would 
not  identify  tliem.  "These  people  buy 


from  me  because  they  want  privacy," 
he  says.  "Do  you  think  they  want  me 
to  tell  you  who  they  are?" 

But  Vladi  is  more  forthcoming 
about  island  owners  of  The  Four 
Hundred  to  whom  he  hasn't  sold. 
He  cites  the  Bacardi  family,  which 
owns  an  island  near  Grenada;  the 
Disneys  (Echo  Island  in  Washing- 
ton's San  Juan  Islands);  the  du  Ponts 
(Cherry  Island  in  Maryland's  Chesa- 
peake Bay);  the  Barbara  Piasecka 
Johnsons  (Children's  Key,  Bahamas); 
the  Mellons  (Canada's  Georgian 
Bay);  the  Robinsons  (Hawaii's  Niihau 
Island);  Peggy  Rockefeller  (Maine's 
Buckle  Island);  Ted  Turner  (South 
Carolina's  St.  Phyllis  Island). 

Microsoft's  Bill  Gates  is  rumored 
to  be  island  hunting  in  the  Bahamas. 
Vladi  even  has  two  islands  of  his  own: 
25-acre  Sleepy  Cove  in  Nova  Scotia, 
which  he  rents  out,  and  2,000-acre 
Forsyth  Island  in  New  Zealand.  He's 
got  a  kind  of  time-sharing  deal  with 
three  partners  on  this  one. 


For  the  starstruck:  Singer  Diana 
Ross'  Tiano  Island,  in  French  Poly- 
nesia. This  25-acre  gem  (below) 
includes  piped-in  fresh  water  and 
electricity.  At  $3.5  million  it's  a  steal, 
providing  you  don't  mind  a  4,000-mile 
commute  from  the  U.S.  mainland. 
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What  caused  the  island  business  to 
boom?  Discounted  airfares  and  vaca- 
tion packages.  It  got  too  easy  to  go 
to  the  old  watering  holes  of  the  rich, 
such  as  Tahiti  or  the  south  of  France. 
To  get  truly  away  now,  you  need  a 
moat  as  big  as,  say,  the  Indian  Ocean. 
In  short,  you  need  your  own  island. 

Vladi  estimates  that  the  world  has 
3,000  or  so  purchasable  islands,  with 
the  supply  growing.  The  Philippines, 
for  example,  is  particularly  well 
stocked,  with  7,000-odd  islands. 
Vladi  figures  300  to  500  of  them 
have  private-paradise  potential  when 
the  Philippine  government  decides  to 
allow  outside  private  ownership. 

It's  also  a  lot  simpler  to  own  an 
island  today.  New  technology — 
including  desalination  plants,  solar- 
and  wind-powered  generators,  pre- 


fabricated houses  and  wireless  cell 
phones  requiring  no  ocean  cables- 
has  brought  down  the  cost  of  build- 
ing and  maintaining  an  island 
hideaway. 

But  are  they  good  investments?  If 
you  have  to  ask,  you  probably 
shouldn't  own  one.  You  can  always 
rent  one,  though.  A  lively  island 
rental  market  has  cropped  up,  and  it's 
getting  livelier. 

Virgin  Atlantic's  Richard  Branson 
has  developed  his  purchase  of  Necker 
in  (appropriately  enough)  the  British 
Virgin  Islands.  He  charges  $7,500  to 
$11,000  a  day,  depending  on  the 
season.  His  occupancy  rate:  a  very 
good  75%.  Vladi  now  has  listings  for 
65  rentals,  ranging  from  just  $9.99  a 
night  for  his  "survival  kit"  island 
experience  (a  Swiss  army  knife  on  an 


uninhabited  island)  to  $10,000  a 
night  on  the  pampered  high  end. 

Whether  you  buy  or  rent,  Vladi 
claims  there's  something  about  the 
romance  of  an  island  that  can  make 
the  most  world-weary  tycoon  weep — 
literally.  Peter  Hutley,  an  unsmiling 
English  financier,  sold  Fregate  Island 
in  the  Seychelles  to  German  industri- 
alist Otto  Happel  in  the  late  Seven- 
ties. When  it  came  time  for  Hutley  to 
depart  his  domain  for  the  last  time, 
he  commanded  his  private  pilot  to 
loop  back  and  dip  the  wings  while  he 
wistfially  threw  a  single  rose  from  the 
window. 

"He  had  tears  in  his  eyes,  a  man  I 
could  never  imagine  with  tears," 
recalls  Vladi.  "This  you  would  never 
do  if  you  sell  your  condominium  in 
Florida."  H 
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The  perfect  starter  island:  Eilean  Righ,  a  263-acre  Scottish  paradSFu^  owned  by  the  tutor  of  P'u-yi,  last  emperor  of 
China.  Asking  price  here:  a  relatively  affordable  $800,000,  which  includes  two  homes.  Vladi  says  the  climate  in  western 
Scotland  is  surprisingly  mild,  due  to  warm  ocean  currents,  so  the  vegetation  stays  lush.            :WfSL 
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Your  investment  savvy 

is  helping  build  a  business, 
an  estate  and  a  legacy. 

Could  it  do  the  same  for  your  charities? 


^ 
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Smart  in\estment  decisions  have  been  a  fundamental  reason  for  your  success.  So  why  not  apply  that  same  strategy  to  the  way 
you  donate  to  charity?  You  can  with  the  Charitable  Gift  Fund  from  Fidelity  Investments.  This  innovative  fund  uses  Fidelity's 
[)ro\ en  investment  savvy  to  maximize  the  money  you've  set  aside  for  charity.  You  still  receive  an  immediate  tax  deduction,  but, 
unlike  direct  donations,  your  contribution  to  the  Charitable  Gift  Fund  has  the  potential  to  grow  beyond  your  original  gift. 
And  since  we  handle  all  the  administrative  responsibilities,  everything  can  be  done  with  just  one  phone  call  to  our  offices. 

For  more  information  about  Fidelity  Investments  Charitable  Gift  Fund,  as  well  as 
ither  charitable  vehicles  that  provide  tax  benefits  and  a  lifetime  stream  of  income, 

call  800-682-4438.  It's  not  just  the  right  thing  to  do,  it's  the  right  way  to  do  it. 
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Receive  Value  Line 
for  only  $76:  $55 

An  introductory  subscription  to  The  Value  Line  Investment  Survey 

bnngs  you  the  2000-page  Investors  Reference  Library — Value  Lines  most 

recent  Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  to 

Invest  in  Common  Stocks.  You  will  also  receive  analyses  of  about  130  stocks 

each  week  for  10  weeks  for.$?S:$55.  Available  only  once  every  three  years  to 

any  household.    SPECIAL  BONUS:  WALL  STREET  WORDS,  an  accessible 

dictionary  of  over  3.500  terms  (retail  price  $8.95).  In  addition  to  clear 

definitions,  this  convenient  guide  features  special  explanations,  helpful 

hints,  and  case  histories  on  87  topics  of  special  interest,  contributed  by  32 

industry  professionals — plus  48  case-example  paragraphs  by  the  author. 

(Available  while  supplies  last.)  Free  with  your  trial  subscription.  Your 

subscription  may  be  tax-deductible;  consult  your  tax  advisor.  Send  check 

or  money  order  along  with  name,  address  and  zip  code  together 

with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 


Ext.  2903  Dept.  216F13  Amercan  Express.  MasterCard  or  Visa.  24  hours  a  day,  7  days  a  week. 

If  you  are  not  complete^  satisiied  relum  all  materials  in  good  condition  within  30  days  Irom  the 

\5lart  o(  your  tnai  subscriplon  lor  a  lull  refund  of  your  fee  Allow  4  weeks  lor  delivery  Foreign/ ' 

rales  upon  request  Visit  our  Web  sHe  ©  httpj/www.valueline.com 

The  Value  Line  Investment  Survey* 

PC  Box  3988.  New  York 
NY  10008-3988 


business  opportunities 


IT'S  FRESH! 

•  Freshest  Gourmet  Nachos 

•  Cooked  to  Order  Wraps;  Fresh  Fruit 
Smoothies;  Churros  &  Sopapillas 

IT'S  HOT! 

•  Over  150  Franchises  Sold  to  dale 

•  Feature  Article  on  Nach-O  Fast  in 

Forbes  Magazine,  April  7,  1997 

•  Simple  Operation 

IT'S  AVAILABLE! 

•  Low  Fees  and  Startup  Costs 

•  Opportunities  Available  Nationwide 

•  Check  out  our  website  at 

www.inconnect.com/~nacho 

For  franchising  information,  call 

1.888-4-NACHOS 

1 -888^2-2467  or  1-801-298-0199 


business  opportunities 


S  OVER  ONE  BILLIONS 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Mijor  Mau^claring  lo  Small  Ritiil  Shofi 

No  Brokerage  Fees 
To  Buy  or  Stii 
1-800-999-SALE 
GREAT  WESTERN  lutiNESS  SERViCEt.  inc 


NATIONWIDE 


I  MADE  OVER  $1,000,000 
LAST  YEAR  ... 

...  In  A  Zero  Stress,  Relaxed,  Ideal 
Lifestyle,  Simple,  Home-Based 
Business!  Now  I  Want  To  Teach  2 
Highly  Motivated  People  In  Your 
Area  My  "Turn-Key"  System.  Free 
Info-Pak  -  (800)  582-5745, 24  Hrs 


OFFSHORE  WEALTH  BUILDING 
SECRETS  REVEALED! 


•  Legally  Eliminalc  Income  Taxes 

•  Invest  Tax-Free 

•  Protect  Assets  From  Lawsuits, 
Cttdiloni.  Ex-Spouse.  IRS  Big  Six  CPA 

explains  in  FREE  REPORT!  Recorded 
message.  24  hours.  (208)  226-5144. 
Profit  Planning  Systems 


ASSET  PROTECTION 

& 
OFFSHORE  BANKING 


We  .show  you  "How  To" 

create  a  financial  fortress  that 

will  protect  your  wealth  with 

complete,  tested  and  secure 

privacy,  including: 

Confidential  Banking. 

Offshore  Centers,  Debit  and 

Credit  Cards,  access  to 

International  and  US  Funds. 

Overseas  and  Domestic 

Brokerage  Services 


Call  us  today:  800-266-8211 

Merrill,  Scott  &  Associates 

http://www.merrillscott.com 


INCORPORATE  IN  DELAWARE 


SpedolisB  m  setting  up  Delowoie  Corporations.  General,  A/icraft, 
Boot  &  Shelf  Coiporafinns.  Col  ot  Mite  tot  aii  WK  KIT 

Vn  pnnM  tomUtttU 
^iaftysmriahra 
itd-_  nasataU*  ntt. 

351)SilYeis()elid,*l054B«Wilmingfo(i,Df  USA19810 

302-477-9800  •  80a321-COiiP  •  fM  302-477-98I 1 

E-*mI:  co(p@delreg,com  •  litenwt:  tittpi/Zdelreg.com 


HOSPITAL  BILLS  =  $$$$$ 

Medical  business  opporlunity  -  review 
hospital  bills  and  recover  overcharges, 
exclusive  system,  expanding  nationwide 
excellent  income  potential,  $7500 
Investment  required. 

Call  HDM  Now!  1-800-859-5119 


industrial  home  products 


MIRACLE 
protective 


^ 


Liquid^ 


EJCTREMELY  OUftABLE 

RESISTS  ACiOS  RUST  flOT 

FOfl  HOME  AND  INDUSTRIAL  USES 

WATERPROOFS  AND  SEALS 

FOR  BROCHURE  AND  FREE  SAMPLES 

888-274-2724      FAX"  908-364-4109 


Universitv  Deqrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin.  Public  Admir 

Health  Care  Admin.  Human  Resources, 
Finance.  International  Business.  Tech  Mgml 
Law  Paralegal.  Psychology-  Call  for  brochur 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E  17  St- F.  Santa  Ana.  CA  92705  . 
http://vvww.scups.edu 
Email:  enroll@scups.edu 


MBA  BY  Distance  Learmiiu 

Maior  British  university  otters  accredited  MBA,  ncl 
Bactieior's  or  G^MT  needed  Chosen  by  Economisil 
Intelligence  Unit  as  one  ol  worlds  best  MBA  programs  | 

HERIOT-WAH  UNIVERSITY  [    (800)  MBA-0701 
North  American  OistriDutor  I     •  Ask  tor  exl  (| 
6921  Stockton  Ave  Suite  C  El  Cerrito,  CA  94530 
For  immediate  FaxBack  literature:  from  your i| 
fax  machine's  phone,  call  (510)  486-8900. 


wLiHI 


HOI 

ma 

»M)I 


GET  A  COLLEGE  DEGREEl 
IN  27  DAYS 

BS/MS/MBA/PhD.,  etc.  Includinc 
graduation  ring,  transcript 
diploma.  Yes,  it's  real,  legal 
guaranteed  and  accredited 
1-800-689-8647,  24/hours. 


COLLEGE  DEGREE 

bachelor's  •  master's  •  DOCTORAH 

For  Work    Lite  and  Academic  f>p«r/or.vo 

Earn  your  degree  through 
convenient  home  slucfy 

(800)  423-3244  ex.  185 
Fax:   (310)471.64SS 

-,»id  detaied  resume  la  met  tnujitiKi 

Pacific  Western  Universitj 

1210  *ualii  Street.  Oepi  185,  Honolulu  Hi  96814-4977 
http://www.pwu-hi.edu 


Send  for  a 

FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Busine.i.<!  Catalog 

U.S.  Government  Printing  Office 

Office  of  Marketing— SM 

Waxhinglon.  DC 20401 


**tor 

tiMa: 


Forbes 


r  e  a  c  fe^     ^f  he      affluent 


Forbes 


drketClassiiied 


gemstones 


books/authors/publishers 


INVESTMENT  CEMSlONtS 
i;i  AR*NTKi-n  I  lyi  iDlTYi: 

y\t  bu\  &  sell  Diamonds 

and  all  PreciouN  C;«mslones 

Km  wholesale  catalog  since  1967! 

Member-  JewrUn  Btjard  oj 

Jndt  St  Chamber  of  ComMurce. 

H«»l  >».«)!•  l)N^\ 
I  Main  ht..  LreeoMlle.  K^  42.M5 
844-311)0  or  K\\  50:-.1<»'*605 


It  keeps 

more  than 

memories 

alixe 


THE  AMERICAN  HEART 

ASSOtlATlON 
MEMORIAL  PROtRAM 


c- :'.^-  !.<w 


1-800-242-8721 


"A    Amancon  Haoit  Astociolton  €# 

INt  ipoce  piovioed  as  a  pobllc  »«rvlc« 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIOEREO 

Ficrion,  Biography. 

Religious.  Poetry,  Children's. 

AUTHORS  WORLDWIDE  INVITtO. 

wwTt  o«  stNO  »ou*  w«.jicsi-"  ■: 

MINERVA  PRESS 

;  OLD  BROWPTON  BOAO   LONDON  iW?  3DQ, 


Back  pain? 


Based  on  che  Alcxaiidei 

Technique.  PosturEvolution  is  not 

simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly 

And  good  posture  can  lead 

to  immediate  comfort  and  to 

lasting  relief. 


i 


800  392  0363 


franchising 


Franchise 

your  business! 

Call  for  Information  about 

Franchlae  Your   Businasa     aaminara. 

or  information  on  franchising. 

prancorp'   ,, 

1-800-FRANCHISE  (1-aOO-372-6244)^ 


fine  art 


Buried  Treasure  in  your  Attic  or  Closet? 


Souvenir  Prints  &  Paintings 
from  JAPAN  jWfljSf 
Worlli  A  Small  Fortune 

.\r1is!s wean* purchasing  Sailo, 
Hiroshige,  Munakata  and  others. 

1  •800-783-4660  txi  io6 

Fliialine  World  Gallery  Dept  106 
P<IB»xlW20II.Chiragu.  II 60614 


wine  cellars 


[liScilo^^  fC"l 


business  products 


business  opportunities 


TAKE  YOUR  BUSINESS  OFESHORE  FOR  THE 

BEST  ASSET  PROTECTION  AND  PRIVACY 

Companies  -  Bahamas,  BVl,  Cayman 

Tnutf.  Bank  6l  Sccuntict  Acca.       ***''"'?* 
Credit  Cards  ^S?; 

ViWMC/Atnt.  '^P'we 

(800)  55 1-9105     T  jniversal  n 


$350,000++  Potential 
Annually  FROM  HOME 

$350K  and  more  possible  annually  from  one-time 
siart-upol  less  than  $IOK.  $75K  potential  I  si  few 
months.  Two  year  old,  global  company, 
break-through  product  and  market  structure. 
Work  from  wherever  you  have  phone,  fax.  No 
inventory  or  selling  experience  required.  No  meet- 
ings, not  MLM,  Call  now— 1-800-432-0018 
x5252  for  24  hour  2  minute  message. 


WIneceliars 
Humidors 


Factory  DM  to  Ybu 


Beautiful  burl  root  humidors  lor  75 
cigars  only  $169,  includes  humidi- 
fier, solution  kit  and  hygromelet-ti 
$100  value'  Other  models  for  up 
to  250  cigars  with  a  mirror- 
like  poly/lacquer  finish  and  . 
brass  locksets.  Display 
units  with  2  glass  doors  & 
electric  humidiller-holds  1 500  cigars  only 
$1395  and  custom  walk-ins  hold  millions! 

47  Deluxe  Winecellars.  24  bottle  cellars  from 
$229,  handmade  wood  cellars  for  60  to  3400 
botlles,  cooling  units,  custom  racks  and  cellars. 

Call  for  a  free  catalog  800/777-8466 
www.vinotemp.com 


mimmijmlttm 


Rd.  Rancho  Dominguez,  CA 


racecar  driving  school 


Richard  Patty  Driving  Experience 

IS  available  year  round  at  Atlanta.  Charlotte.  Las  Vegas, 
and  Walt  Disney  World  Speedway,  5  courses  to 

choose  from  with  rides  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 

(•too-tf-prrrr 


Fbrbes 

CAPITALIST  TOOL 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  executive  audience: 
Call  Linda  Loren  (212)  260-0620  or  Fax  (212)  260-8183  or  E-mail:  lloren@forbes.com 


Attention  financial  analysts 
and  investors: 

what  technologies 
ire  hot  today? 

where  will  consumer 
technology  be  tomorrow? 

what  new  industry  trends  will 
affect  the  way  you  do  business? 


you 


t 


TOUC 


Touch,  see  and  experience  today's 
hottest  digital  products  covering 
I  million+    square  feet  of  exhibit 
space:   Digital  TV.   Internet.   Home 
Theater.  A/V.   Remote  Computing. 
Wireless.  DVD.  TV/PC  and  more! 


j3r' 


Plus,  visit  the  Forbes  Business 
Pavilion,  and  hear  the  Economic 
Outlook  from  Steve  Forbes,  President 
and  Chief  Executive  Officer  of 
Forbes,  Inc.  and  Editor-in-Chief  of 
Forbes  magazine. 

Top  corporate,  information  technology 
executives  and  financial  investors 
from  around  the  world  will  be  at 

CES.  Will  You? 


Register  today! 

Open  to  the  trade  only 

Call:  703-907-7600 
Fax-on-Demand  Service: 
l-888-CES-SHOW 
(1-888-237-7469) 
Use  our  Web  site: 
www.cemacity.org 


1998  International 


J  AN  JA^Y  ;8-l  I'.     I  99  8 
Las  Vegas. Nevada  IJQ^^ 


EDinO  BY  DERO  A.  SAUNDERS 


In  1927  something  new  was  being  added  at  Cleveland's  Public  Square  trolley  loading  platform:  buses. 


'The  more  things  change..." 
1 70  years  ago  in  Forbes 

(From  thk  issLt  ov  Oct.  15,  1927) 
"The  American  Electric  Railway 
I  Association  estimates  400  electric  rail- 
way companies  are  now  operating 
more  than  8,000  motor  buses — a 
marked  increase  both  in  the  number  of 
rail\va\'  companies  operating  buses  and 
in  die  number  ot  buses  operated." 

"The  hoped-for  fall  activity  in  busi- 
1  ness  has  fallen  below  expectations. 
Industry  and  employment  do  not 
now  compare  favorably  with  a  year 
ago.  Under  the  circumstances,  specu- 
lati\e  stcKks  in  Wall  Street  which  have 
been  marked  up  30  to  1 50  points  dur- 
ing the  last  year  must  be  regarded  as 
unv\arrantedly  high,  despite  money 
rates  that  are  substantially  lower." 

60  years  ago 

I  From  thi  ism  f  of  Ocr.  15,  1937) 
"Already  on  the  march  in  the  U.S.  is 
a  program  which,  within  two  decades, 
may  materially  reduce  the  cost  of 
transporting  merchandise;  make  city 
stores  more  readily  accessible  to  retail 
buyers;  create  vast  new  markets;  create 
employment  for  hundreds  of  thou- 
sands of  workers;  and  eliminate  a  large 
proportion  of  current  highway  acci- 
dents. Limited  ways,  express  high- 
ways, call  them  what  you  may,  these 
special  highways  which  completely 
separate  through  traffic  from  local 
traffic  on  city  streets  may  become  a 
major  economic  force."  -B.C.  Forbes 

"Trailers  have  become  popular  during 
the  last  few  years,  and  now  comes  the 
mobile  home  or  trailer  cottage.  The 
essential  difference  between  the  two  is 
that  the  new  model  is  designed  as  a 
permanent,  comfortable  residence — a 
home  rather  than  a  summer  caravan." 


50  years  ago 

(From  thk  issi'k  oh  Oct.  15,  1947) 
"November,  1948,  is  a  long  way 
off — except  for  politicians.  To  pro- 
fessionals in  and  out  of  Washington, 
the  next  election's  main  issues  are: 
( 1 )  high  cost  of  living,  particularly 
who's  to  blame  for  sky-high  food 
prices;  (2)  Taft-Hartley  Act,  an  issue 
out  of  which  both  parties  expect  to 
gain  political  capital;  and  (3)  foreign 
policy  is  a  'handle-with-care'  subject. 
Taxes  have  lost  some  stature  as  an 
issue,  since  the  public  has  demon- 
strated no  over-anxiet)'  to  cut  taxes." 

"In  a  modern  application  of  the  tra- 
ditional grindstone,  the  ROBO  Knife 
Sharpener  can  give  the  dullest  carv- 
ing or  kitchen  knife  a  professionally 


ground,  uniformly  sharp  cutting 
edge  the  entire  length  of  the  blade. 
By  a  simple  push  and  pull  of  the 
knife,  the  gadget  rolls  back  and 
forth,  rotating  the  central  grindstone 
against  the  blade's  edge.  The  knife 
automatically  assumes  correct  angle 
for  grinding." 


25 


years  ago 


only  small  change.  The  U.S.  and  the 
People's  Republic  of  China  may 
soon  be  talking  major  oil  deals." 

"The  trouble  with  the  conglomer- 
ate idea  was  always  more  in  the  per- 
formance than  in  the  principle.  One 
tenet  of  faith:  The  conglomerator 
was  an  asset  manager,  and  the  con- 
glomerate form  afforded  a  great 
opportunity  to  switch  assets  from 
low-yielding  to  high-yielding  busi- 
nesses. But  how  rarely  that  hap- 
pened! Most  conglomerators  in  the 
late  Sixties  seemed  to  spend  more 
time  managing  their  books  and  the 
market  than  managing  their  money." 


10 


years  ago 


(From  thk  issue  oh  Oct.  19,  1987) 
"Salomon  Inc.,  Ronald  Perelman, 
Warren  Ruffett  and  Harry  Oppen- 
heimer's  Minorco  are  all  players  in 
Wall  Street's  latest  soap  opera.  But 
what's  the  wheeling  and  dealing  over 
Salomon  really  all  about?  Analyze 
the  numbers  and  there  is  only  one 
conclusion:  Salomon  paid  out  over 
$100  million  in  greenmail."  ^M 


(From  the  issue  of  Oct.  15,  1972) 
"A  little  over  a  year  ago,  before 
Richard  Nixon  went  to  China, 
Forbes  predicted  that  a  consequence 
would  be  big  Chinese  orders  for 
U.S.  aircraft:.  The  orders  are  already 
in  Boeing's  hands,  but  that  may  be 


Salomon's  John  Gutfreund. 
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THOUGHTS  ON  THE  BUSINESSJLU 


thou£hts@forbes.coni 


fa'iWiPa 


The  Communist  elite  dicta- 
torially  ruling  East  Germany 
are  having  no  truck  with 
Gorbachev's  glasnost — 
greater  openness.  They  even 
black  out  the  word  printing 
Kremlin  leaders'  speeches. 
Fear's  the  reason.  East 
Germany's  red  rulers  are 
having  a  tougher  problem 
than  is  the  Kremlin.  Liter- 
ally in  their  midst  is  West 
Berlin.  Despite  high  walls, 
gun  towers,  barbed  and 
electrified  wire  and  mine- 
fields, East  Germans  are 
totally  aware  through  TV 
and  radio  of  the  vastly 
higher  standard  of  living 
enjoyed  by  their  Free 
World  kin  and  countrymen. 

-Malcolm  Forbes  (1987) 


A  Text  .  .  . 

For  as  the  heavens  are 
higher  than  the  earth, 
so  are  my  ways  higher 
than  your  ways,  and 
my  thoughts  than 
your  thoughts. 
-Isaiah  55:9 


Sent  in  by  Mary  Ann  Reinhard, 
La   Habra  Heights,  Calif.  What's 
your  favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


It  is  not  easy  to  find 
happiness  in  ourselves, 
and  it  is  not  possible 
to  find  it  elsewhere. 

-Agnes  Repplier 

A  fair  tax  is  one  that's 
equally  painfijl  to  everybody. 

-CULLEN  HiGHTOWER 

A  major  problem  these 
days  is  how  to  save 
money  for  your  children's 
college  education  while 
you're  still  paying  for 
your  own. 
-Anonymous 

He  is  the  best  sailor 

who  can  steer  within  the 

fewest  points  of  the  wind, 

and  exact  a  motive  power 

out  of  the  greatest 

obstacles. 

-Henry  David  Thoreau 


As  many  languages  as  he  has, 
as  many  friends,  as  many 
arts  and  trades,  so  many 
times  is  he  a  man. 
-Ralph  Waldo  Emerson 

It's  fine  to  become  older, 
but  not  to  be  old. 

-WiLMA  AsKINAS 

No  one's  more  ethical  than 
someone  who's  just  become  so. 
-Robert  Half 


The  "Thoughts"  three-volume  boxed  set  and  individ- 
ual volumes,  now  out  of  print,  have  tieen  replaced  by 
Fortxs  Book  of  Quotations:  Thoughts  on  the  Business 
of  Life,  a  new  one-volume  deluxe  edition  with  more 
than  900  pages  and  14,000  quotes.  The  price  is  only 
$40.00,  plus  $3.50  shipping  and  $1.00  per  item  han- 
dling (add  applicable  sales  tax). 

Still  available:  the  Thoughts  Screen  Savez-for  PC 
(Windows  3/"  diskette),  for  $19.95. 
To  order,  please  call  toll-free,  1-800-876-6556. 


With  aging  comes  a 

"shiftiing  goal 
And  one  that's  most 

bemusing; 
No  longer  is  it 

how  to  win, 
It's  how  to  keep 

from  losing. 
-Art  Buck 

You're  becoming  a  computer 
freak  when  you  name  your 
child  Dotcom. 

-ANONi'MOUS 

There  is  only  one  thing 
about  which  I  am  certain, 
and  that  is  that  there  is 
very  little  about  which 
one  can  be  certain. 
-Somerset  Maugham 

The  two  hardest  things  to 
handle  in  life  are  failure 
and  success. 
-Anonymous 

Enemies  are  to  be  selected 
with  care.  Once  their  use- 
fulness as  enemies  has  worn 
off,  they  can  be  welcomed 
back  as  friends. 
-George  W.  Spayth 

These  numbers  are  not  my 
own.  They  are  from  someone 
who  knows  what  he  is 
talking  about. 
-Wisconsin  legislator 

If  in  an  argument  we  can  make 
a  man  angry  with  us,  we  have 
drawn  him  from  his  vantage 
ground  and  overcome  him. 

-Walter  Savage  Landor 

The  happiest  people  don't 
necessarily  have  the  best 
of  everything;  they  just 
make  the  best  of  everything. 
-Anonymous 
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WHO'S  THE  BRIGHTEST  OF  THEM  ALL? 


HITACHL 


One  look  at  Hitachi  UltraVision's 
picture  will  tell  you  it's  the  brightest, 
sharpest  large  screen  TV  ever 
made.  But  it's  the  back  side  of  the 
UltraVision  set  that  really  shines. 

That's  where  you'll  find  Hitachi's 
exclusive  Super  Bright  Lens  Systenn 
and  projection  tube  technology 
that  increases  brightness  and 
sharpness  more  than  30%  over  last 
year's  industry-leading  picture.  And 
where  you'll  encounter  Magic 
Focus,  the  world's  only  automatic 
convergence  system,  as  well  as 
a  host  of  other  engineering 
achievements. 

But  what  else  would  you  expect 
from  the  world's  preeminent 
electronics  company  that  spent 
over  four  billion  dollars  in  research 
last  year  and  holds  more  than 
68,000  patents? 

How  about  Hitachi's  VisionBook™ 
computer,  revolutionary  new  MPEG 
digital  video  camera,  DVD-RAM 
drive,  Super  TFT  display.  Skyline 
mainframe  computer,  or  SuperH™ 
RISC  microprocessor  that  runs 
today's  handheld  computers? 

The  fact  is,  you  never  know 
what  to  expect  from  Hitachi. 
Except  brilliance.  Because  it's 
Hitachi  engineering  that  is  truly 
the  brightest  of  them  all. 


For  more  in(ormation,  visit  our  website  at  www.  hitachi.com  or  call  1-800-HITACHI. 
©1997  Hitachi,  Ltd. 


HITACHI 

A  TOTALLY  NEW  VISION 


Schwab^s  advice  to  investors 


Know  As  Much  As  You  Can, 
Pay  As  Little  As  You  Can. 


What  does  it  take  to  become 
a  successful  investor? 

While  many  would  have  you 
believe  that  it's  a  mystifying 
process,  we  at  Schwab  have  a 
different  point  of  view. 

For  best  results, 
the  tried  and  true. 

At  Charles  Schwab,  we  believe 
investing  is  best  done  when  you're 
guided  by  a  few  basic  principles: 

•  Invest  for  the  long  term  rather 
than  the  quick  gain. 

•  Look   for  value   wherever  vou 
can  find  it. 

•  Seek  out  balanced,  objective  ^ 
information. 

•  Evaluate  carefully  the  advice  of 
organizations  that  have  a  vest- 
ed interest  in  the  financial 
products  they  sell  you. 

Investors  who  pay  less 
have  more  to  invest. 

Charles  Schwab  introduced 
the  concept  of  discount  broker- 
age 20  years  ago,  and  we're  more 


At  Schwab,  we  believe 

the  investor  should  think  intently 

and  spend  wisely. 

determined  than  ever  to  make  sure 
that  investors  enjoy  a  cost  advantage. 
So,  for  example,  a  product  like 
Schwab's  Mutual  Fund  OneSource* 
service  offers  over  700  funds  from 
many  of  America's  best-known 
mutual    fund    families.    And    every 


single  one  of  them  is  free  of  load 

and   transaction   fees.   (While   load 

fiinds  can  offer  attractive  returns  and 

other   benefits, 

you  could  start 

off    by  giving 

up  as  much  as 

6%    of    your 

principal.  Even 

on    bad    days, 

the  Market  is  rarely  off  that  much.) 

WH\'  NOT  BECOME  A 

Schwab  customer  yourself? 

Every  day,  thousands  of  new 
investors  turn  to  Schwab.  Why 
not   join    them?  Wc    think    you 
will  find  it  an  altogether  demys- 
tifying experience. 


Charles  R.  Schwab. 

Committed  to  giving  you  control 

over  yourjinancial  goals. 


An  Invaluable 

Investing 
Sourcebook, 
Yours  Free. 


To  receive  your  free  copy  of 

The  Essential  Investor™  visit  one  of  our  more 

than  250  branches  nationwide  or  phone: 

1-800-833-8633 


Sdiwab  receives  remuneration  from  Mutual  Fund  OneSource  companies.  Schwab's  standard  transaaion  fee  will  be  charged  on  each  redemption  of  fiind  shares  bought  with  no  transaaion  fee  and  held  for  90  days  or  less. 
Schwab  resenes  the  nght  to  assess  Schwab's  standard  transaction  fees  m  the  future  should  short-term  trading  become  excessive.  ©1997  Charles  Schwab  &  Co..  Inc.  All  nghts  reserved.  Member  SIPC/NYSE.  f  10/97) 
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170  EPA 

"I  wish  we  never  had 
the  fight  in  Congress." 


THE  COVER 

170  Power  play  at  EPA 

Watch  out!  Carol  Browner 
talks  about  air  quality  and 
"environmental  justice."  But 
this  politico  has  mastered  the 
art  of  "mission  creep." 
By  Pranay  Gupte 
and  Bonner  R.  Cohen 
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89  Quack  and  quake 

Charles  Quackenbush  won 
political  capital  with  his 
earthquake  plan.  But  what 
did  the  ratepayers  get? 

By  Carolyn  T.  Geer 
and  Ashlea  Ebeling 

209  P/E  envy 

Citing  focus,  PepsiCo 

spins  off  restaurants. 

It's  a  shortsighted  decision. 

By  Subrata  N.  Chakravarty 
and  John  R.  Hayes 

215  PepsiCo's  panacea 

The  track  record  on  splitups. 

By  John  R.  Hayes 

290  The  black  fin 

Santa  Cruz  Operation  sees 
Microsoft  amid  the  sharks. 

By  Josh  McHugh 

304  Bank  on  Michael  Price 

He  still  thinks  there's  oomph 
in  fmancial-ser\dce  stocks. 
By  Thomas  Easton 


46  A  femme  fatale  no  more? 

Barbie  finds  life  lonely  on  the  retail  shelf. 
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42  Free  long  distance 

Net  phone  stocks  are  hot. 
By  Scott  Woolley 

43  Herbalife 

Looking  for  suckers  overseas. 

By  Seth  Lubove 

44  The  Brazil  watch 

Is  Plan  Real  for  real? 

By  Steve  H.  Hanke 
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By  Matthew  Schifrin 
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By  Gretchen  Morgenson 
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By  Kelly  Barron 


60  Been  there,  tried  that 

Wall  Street  likes  Sara  Lee's 
outsourcing.  Be  careful. 

By  Gretchen  Morgenson 
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By  Robert  Lenzner 

66  Cantor  Fitzgerald 

Howard  Lutnick,  Bernie 

Cantor's  boy,  chases  global 

ambitions  and  razor-thin 

spreads. 

By  Thomas  Jaffe 


162  Hot  bike 

"We  regard  the 
Japanese  as 
our  primary 
competitors." 


42  Calling  the  Net 

Is  the  age  of  free 
long  distance  here? 


100  Watch  out,  Seinfeld 

Caveman  comedian  Rob 
Becker  makes  serious  bucks. 

By  Robert  La  Franco 

102  Tale  of  two  banks 

Automation  versus  the  smile. 

By  Seth  Lubove 

118  Bookmarked 

Cappuccino  won't  solve  pub- 
lishing's  mid-list  crisis. 

By  Leonard  Garment 
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Ocean  farming's  new  taste. 

By  Bruce  Upbin 

158  Lace  'em  up 
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By  Kelly  Barron 

162  Harley  the  snowman 

Snowmobile  maker  Polaris 
targets  the  biker  market. 

By  Paul  Klebnikov 
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"There's  always  room 
for  a  new  idea." 


258  The  trashy  life 

"Every  garbageman's 
wife  wants  a  doctor, 
a  lawyer  and  a  priest. 
My  mom  got  three 
garbagemen." 


168  Paperwork  headaches? 

Administaff  is  Excedrin  for 
the  pain  of  excess  regulation. 

By  Christopher  Palmeri 
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220  A  hair-brained  scheme 

California  regulators  keep 
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At  work  in  almost  every  corner  of  the  world       ^  "^*      But  beyond  the  world's  kitchens,  our  innovations 

there's  an  engineering  company  called  Siebe,  Ou 
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Pranay  Gupte 


The  curious  ecology  of  the  EPA 

"Carol  Browner,  master  of  mission  creep" 
shows  the  reader  the  weird  ecology  of  our 
nation's  capital  where  policy  decisions  are  made 
more  on  the  basis  of  power  relationships 
among  the  big  players  than  on  what's  good  for 
the  country.  Thus  the  epa's  tough  new  air  qual- 
ity rules  may  cost  hundreds  of  thousands  of 
jobs  but  they  advance  the  political  career  of  a 
zealous  and  ambitious  EPA  administrator. 

Authors  are  Pranay  Gupte  and  Bonner 
Cohen.  Gupte  has  contributed  many  major 
articles  to  this  magazine,  including  a  recent 
dramatic  account  of  a  corrupt  arms  deal  involving  the  prime  minis- 
ters of  India  and  Sweden  (July  7).  A  former  foreign  correspondent 
for  the  New  York  Times,  Gupte  is  editor  and  publisher  of  the  Earth 
Times,  a  biweekly  paper  covering  global  environmental  issues. 
Bonner,  a  writer  on  environmental  and  policy  issues,  has  a  Ph.D.  in 
political  science. 

The  article  describes  cozy  arrangements  between  the  EPA  and 
well-fiinded  environmental  groups.  It  shows  how  the  EPA  selective- 
ly subsidizes  scientific  research.  And  how  "mission  creep,"  a  bland 
term  but  an  insidious  force,  puts  the  federal  government  ever  deep- 
er into  our  daily  Uves  even  as  the  White  House  pratdes  about  down- 
sizing government.  Turn  to  page  170. 


Wallpaper  man 


Tom  Jaffe  spent  many  months  reporting 
and  checking  "Getting  between  the  wall 
and  the  wallpaper."  It's  about  infighting, 
conflict  of  interest  and  worse  at  How^ard 
Lutnick's  big  bond  firm  Cantor 
Fitzgerald.  Much  of  the  action  focuses 
on  Cantor's  Treasury  bond  trading.  As 
we  were  preparing  the  story  for  the 
presses,  a  pubUcit}'  handout  arrived  at 
our  offices  from  Cantor  Fitzgerald.  It 
announced  the  firm  was  shutting  down 
its  fixed-income  trading  division. 

Given  the  bluster  and  implied  threats 

^^^H  Cantor  execs  used  in  trying  to  turn  us  off 

the   story,  we   find  the   timing  of  the 

announcement  touchingly  ironic.  Of  course  the  timing  could  have 

been  a  coincidence.  But  read  the  story  and  decide  for  yourself.  It 

begins  on  page  66. 

At  Home:  a  mixed  review 

The  folks  at  At  Home,  the  Internet  delivery  ser\ice  that  is  so  hot 
on  Wall  Street,  aren't  going  to  know  whether  to  hiss  or  applaud 
when  they  run  into  Julie  Pitta.  Her  story  raves  about  the  compa- 
ny's product.  But  she  pans  the  stock.  "Grand  illusions."  Page  196. 


Tom  Jaffe 


Qu^  d/.  O^^Jiu^ 


Editor 
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When  your  corporate  culture  is  about  the  best 

Business  gifts  say  so  much  about  your  company, 

to  your  customers  and  employees. 

They  reflect  your  corporate  culture.  They  reflect  you. 

For  a  single  gift  or  an  entire  service  award  program, 

Tiffany  works.  We  .offer  impeccable  taste,  timeless  design 

and  packaging  that  promises  excitement... 

all  well  within  your  budget. 

And  Tiffany  makes  it  so  easy.  From  personalized 
attention  to  state-of-the-art  service, 

Tiffany's  corporate  sales  group  takes  your 
business  seriously.  So  the  right  gift  arrives  in  the 

right  hands  at  the  right  time.  Every  time. 


Tiffany  &  Co. 

FOR  CORPORATE    ACCOUNT  INFORMATION  CALL   1-80(1-770-01180,  EXT.  10 
FOR  ALL  OTHER  INQUIRIES,  CALL   1-800-526-0649 
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EDITED  BY  DAVID  S.  FONDILLER 


Don't  believe  the  hype 

September  brought  two  computer- 
chip  breakthroughs  that  got  a  lot  of 
hype.  The  first,  firom  Intel,  lets  engi- 


Intel's  new  flash  memory  components 
Just  a  Moore's  Law  trend-line  blip. 


neers  cram  twice  as  much  data  on 
what's  known  as  a  flash  memory 
chip.  The  New  York  Times  pro- 
claimed that  this  advance  alone 
"throws  Moore's  Law  out  the 
window"  by  doubling  the  speed  at 
which  chip  power  grows. 

Was  Moore's  Law  indeed  too 
modest  in  predicting  a  doubling 
every  18  months.^  Forbes  put  the 
question  to  Intel  cofounder  Gordon 
Moore  himself.  His  verdict:  "These 
are  the  things  that  have  to  happen 
just  to  Stay  on  the  curve.  I  don't  see 
any  change  in  the  trend  line." 

Same  goes  for  the  second  break- 
through— a  process  from  IBM  that 
substitutes  copper  links  for  alu- 
minum ones,  allowing  for  tinier  cir- 
cuitry. That,  too,  gives  Silicon 
Valley  just  a  one-shot  boost,  says 
Moore. 

Indeed,  far  from  speeding  up,  the 
rate  at  which  chip  power  doubles 
should  slow  down.  As  Moore  told 
Forbes  last  year  (Mar.  25,  1996),  the 
cost  of  building  a  chip  factory  also 
doubles  regularly — about 
every  three  years — a 
trend  that  will  make 
continued  progress  in 
chip  power  increasing- 
ly expensive.  Product  I'u^to 
cycles  should  begin  .'*^'*^  ' 
to  lengthen  by  the 
year  2005,  as  eco- 
nomics  —  not 
physics — dictate 
the  limits  of 
miniaturization. 
-Phii  IP  E.  Ross 


Redemption 

Earlier  this  year  we  reported  on  a 
law  that  prevented  property  owners 
from  enforcing  old  leases  that 
pegged  rentals  to  the  price  of  gold. 
We  cited  a  Colorado  woman,  Anne 
Gal-braith,  who,  unless  she  could 
enforce  a  gold  clause,  stood  to  lose 
most  of  her  equity  in  an  office  build- 
ing bequeathed  by  her  father.  She 
was  outsmarted  by  some  people  who 
knew  the  ways  of  Congress  better 
than  she  did.  They  lobbied  success- 
fully for  an  amendment  that  would 
make  it  impossible  to  enforce  gold 
clauses  in  old  leases  (June  2). 

After  our  story  appeared,  other 
newspapers  and  magazines  picked  it 
up.  Senator  Lauch  Faircloth  (R-N.C), 
a  coauthor  of  the  offending  law,  is  qui- 
etly righting  the  "wrong  it  caused.  With 
Ben  Nighthorse  Campbell  (R-Colo.), 
Faircloth  pushed  a 
repeal  of  his  gold 
clause  amend- 
ment through  the 
powerful  joint 
House-Senate 
Conference  Com- 
mittee, which 
passed  it  last 
month.  The  mea- 
sure will  be 
tucked  into  an  ^^^H 
appropriations  bill 

that  will  soon  be  on  President  Clin- 
ton's desk. 

Very  unhappy  about  this  turn  of 
events  is  Smith  Davis.  He's  the  lob- 
byist who  was  paid  more  than 
$10,000  by  a  Dallas-based  real  estate 
firm  to  get  the  law  passed.  Moral: 
Lobbying  is  a  powerfial  weapon,  but 
so  is  publicity. 

-Brigid  McMenamin 

Polish  that  resume 

We  RECENTLY  predicted  that 
a  lot  more  people  would 
be  retiring  from  retire- 
ment   by    taking    up    a 
second  line  of  work — what 
we  called  a  "shadow  career." 
One    reason:    Few  affluent 
people  can  expect  to  accumu- 
late enough  money  in  a  401  (k) 
plan  to  live  the  way  they  want  to 
in  retirement  (June  16). 
Financial    planning    experts 


\ 


Anne  Galbraith 
First  outsmarted, 
then  vindicated. 
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Banking 


Three,  loj^ethcr,  Manaj^e  Oppi)rtunity, 
Where  One,  Alone,  Would  Perceive  Risk. 


CORAL 
ENERGY 

A  COMPANY  BENEFITING 
FROM   A  symbiotic; 

RELATIONSHIP  BETWEEN 
TEJAS  QAS.  SHELL  OIL 
ANn  BANKERS  TRl  1ST 

A  BanketsTrust 


With  the  deregulation  of  natural  gas,  Shell  Oil 
Company  and  Tejas  Gas  Corporation  recognized  an 
opportunity  to  market  natural  gas  directly  to 
consumers.  However,  the  pricing  risks  associated  with 
a  ct)mmodity  whose  price  routinely  fluctuates  more 
tlicUi  ten  percent  a  day  appeared  daunting.  Shell  and 
Tejas  turned  to  Bankers  Trust  for  our  unsurpassed  risk 
management  expertise,  and  we  worked  with  them  as  they  were  forming 
Coral  Energy.  Bankers  Trust  developed  highly  innovative,  flexible  pricing 
structures  that  were  tailored  to  meet  the  needs  of  Coral's  customers.  This 
allowed  Coral  to  distinguish  itself  within  the  industry  by  offering 
unprecedented  price  flexibility  and  control  to  the  end  user.  Bankers  Trust 
is  compensated  based  on  performance  and,  as  a  result,  takes  a  part  in  the 
opportunities  and  risks  associated  with  the  venture.  With  the  creation  of 
Coral  Energy,  risk  has  been  turned  into  opportunity.  To  take  advantage 
of  similar  innovative  thinking,  we  invite  you  to  call  us. 

k  BankersTrust 

Architects  of  Value 


Risk 

Management 


Trading 
&  Sales 


institutional 
Services 


Investment 
Management 


Private 
Client  Services 


©1997  Bankcn  Trust  New  York  Corporation  and  its  affiliated  companies. 


This  Game. 


sThis 


11/  find  gladness 
lo|r>     at  every  turn. 
-*-^-'-^*  In  legendary  golf 
and  tennis,  in  spa  and  sea. 
In  an  array  of  world-admired, 
Mobil  Five-Star  Cloister 
amenities.  And  in  tfie  spontaneous 
warmtfi  and  cheer  of  our  staff. 
Brigfit  days  brim  with  family 
programs,  new  experiences, 
marvelous  weather,  shining  spirits. 
Visit  us,  won't  you? 

CallSOO-SEAISLAnd. 

The  Cloister,' 

Sea  Island, 

Georgia  31561. 


xcC 


'  THE  CLOISTER* 

Home  rentals  and  real  estate  available. 
Outside  US.  9I2-638-36I  I. 
www.seaisland.com 


How  to  be  heard 

in  nriore  than  two  places 

at  the  same  time, 

saying  the  same  thing 

all  alone  by  myself. 


Here  I  am,  36,000  feet  above  Saskatchewan, 
talking  into  my  D1000,  and  my  dialogue  is 
appearing  on  my  home  PC  in  Sausalito, 
my  office  PC  in  San  Francisco,  my  client's 
PC  in  Seattle  and  my  cousin's  in  Seville. 
Let  me  be  the  first  to  mention  that  the  first 
digital  recorder  with  removable  media  also  has 

unlimited  memory,  compressed  files  that  are 
accessed  instantly  and  distortion-free  playback. 

Unheard-of. 


It's  not  just  the  sound.    It's  where  you  tak 

OLYMPUS 

Call  1-800-622-6372  for  more  informaAon.  Or  visit  us  at  www.olympii5.com 


say  you  need  at  least  65%  of  your 
final-year  salary  to  maintain  your 
standard  of  living  in  retirement.  A 
new  study  out  of  Case  Western 
Reserve  University  shows  that  few 
executives  will  come  close  to  accu- 
mulating enough  of  a  nest  egg  to 
throw  off  sufficient  income. 

Eight  out  of  ten  senior  executives 
"at  midsize  companies  (revenues  of  $1 
billion  to  $2.5  billion)  can  expect 
annual  retirement  incomes — from 
social  security  and  qualified  plans — 
that  are  less  than  a  third  of  their  final- 
year  compensation.  Half  the  250 
executives  studied  will  retire  on  less 
than  18%  of  their  final-year  salary. 
Only  5%  will  receive  50%  or  more.  By 
contrast,  most  people  earning 
$50,000  or  less  can  expect  to  nearly 
match  their  final-year  pay. 

"This  is  not  a  pretty  picture,"  says 
Paul  F.  Gerhart,  a  labor  policy  profes- 
sor at  Case  Western  Reserve,  who 
conducted  the  research  for  the  Todd 
Organization,  a  benefits  firm.  "People 
earning  more  than  $150,000  are 
going  to  be  rudely  awakened." 

-Carolyn  T.  Geer 

They're  baaack! 

Guess  who's  back  in  the  time-share 
business?  Those  folks  fi"om  Thousand 
Trails,  the  Seattle-based  operator  of 
campsite  time-shares,  whose  stock 
plunged  over  80%  in  the  mid-1980s 
(Apr.  11,  1983  and  July  14,  1986). 

Thousand  Trails,  you'll  recall,  got 
burned  by  its  permissive  accounting 
after  a  lot  of  customers  bailed  out 
before  paying  up  in  full.  The  new 
incarnation,  Trendwest  Resorts,  went 
public  on  Aug.  15.  The  firm  shares 
five  of  Thousand  Trails'  directors  and 
officers,  including  the  same  president. 

Trendwest  is  on  its  third  account- 
ing firm  in  less  than  two  years,  having 
fired  Coopers  &  Lybrand  in  Febru- 
ary over  accounting  disagreements. 
The  company  aggressively  books  rev- 
enues when  only  10%  of  the  cash 
comes  in — a  common  time-share 
practice  (May  5). 

None  of  this  seems  to  bother 
investors.  Trendwest's  Nasdaq-listed 
shares  have  climbed  38%  since  the 
offering,  to  $24.75.  They  trade  at  a 
rich  28  times  last  year's  earnings  (pro 
forma).  Our  advice:  Be  careful.      Wk 
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story... 


...about  power  and  money,  people  and  passion.  CNBC's  BUSINESS 

CENTER  looks  at  the  handshakes  behind  the  headlines,  the  motives  that 

move  the  deals  and  the  electricity  that  charges  the  game. 

Hosted  by  Maria  Bartiromo,  CNBC's  Wall  Street  correspondent  and 

Tyler  Mathisen,  from  Money  magazine  and  Good  Morning  America, 

BUSINESS  CENTER  has  the  expertise  to  tell  the  stories  from  the  inside  out. 


PREMIERING  TUESDAY 
OCTOBER  14th 


AT  7pm/et  weeknights 
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My  kind  of  town 


By  Ben  Pappas 


''New  York 
barely 
noticed  that 
we  were 
gone." 


Robert  Mendelsohn, 
chief  executive, 
Royal  &  SunAlliance 


"The  test  of  Civilization  is  the 
power  of  drawing  the  most 
benefit  out  of  cities,"  wrote 
Ralph  Waldo  Emerson  at  a  time 
when  the  world  outside  the 
urban  agglomerations  was 
pretty  much  peasant  country. 
But  in  the  high-tech  age,  does 
it  matter  where  you  headquar- 
ter? We  asked  a  variety  of 
high-tech  executives. 


James  Clifton 

President 
Gallup  Inc. 
Lincoln,  Nebr. 

Computer  people  like  to  be  where  there  are 
other  high-tech  computer  people.  You  get  a 
few  people  who  want  to  come  to  Nebraska  or 
somewhere  and  try  a  different  style  of  life,  but 
boy,  they  like  that  West  Coast.  It's  a  disadvan- 
tage in  Lincoln  for  real  high-tech  computer 
electronics  people  because  there  aren't  other 
people  Uke  them  here.  We  need  to  get  a  lot  of 
these  people  here  to  create  a  critical  mass,  like 
in  a  major  city. 

Richard  Tarrant 

Chief  Executive  Officer 
IDX  Corp. 
Burlington,  Vt. 

In  liigh  tech  there's  an  awfiil  lot  of  turnover 
because  there  are  150,000  jobs  going  begging 
and  people  can  write  their  own  ticket.  In  a 
place  like  Burlington — unlike  Silicon  Valley  or 
Adanta — you  tend  to  have  a  greater  amount 
of  loyalty.  Our  turnover  at  this  location  is  far 
less  than  turnover  at  other  locations. 

Joseph  Daltoso 

Chief  Executive  Officer 

Micron  Electronics  > 

Nampa,  Idaho 

Wlien  you  arc  out  here,  away  from  the  major 

technolog\'  hubs,  you  don't  have  naysayers 

constandy  wearing  on  you.  You're  not  under 


20 


the  constant  din  of  "that's  not  the  prevailing 
thought  today,"  or  "that's  not  the  prevailing 
way  to  do  business." 

Case  in  point:  The  so-called  industry 
experts  have  long  been  saying  that  no  Ameri- 
can company  could  be  successftil  selling 
dynamic  random  access  memory  and  that  per- 
sonal computers  were  not  meant  to  be  sold  on 
a  direct  basis. 

As  it's  turned  out,  both  propositions  have 
been  successftil  for  our  company,  and  I  per- 
sonally doubt  that  we  would  have  been  able 
to  keep  people  focused  on  going  ahead  had 
we  all  of  these  distractions  going  on. 

Robert  Mendelsohn 

Chief  Executive  Officer 
Royal  &  SimAlliance  USA 
Charlotte,  N.C. 

When  Royal  moved  from  Manhattan  to  Char- 
lotte in  1986,  New  York  barely  noticed  that 
we  were  gone,  whereas  our  arrival  in  Char- 
lotte was  front-page  news. 

Of  all  the  differences  between  living  in 
New  York  and  in  Charlotte,  the  biggest  one  is 
the  attitude  of  the  local  and  state  govern- 
ments toward  creating  a  good  economic 
alliance.  Down  here  there  is  a  real  serious 
awareness  of  the  importance  of  jobs  to  the 
local  economy. 
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Why  are  millions  of  children 
less  afraid  of  the  daric? 

We  can  shed  some  light  on  that.  As  America's  largest  generator  of  low  cost  electricity  we  have  a  99%  record  of  reliable  service. 
And  that  means  a  lot  of  night  lights  stay  on  and  a  lot  of  kids  get  a  good  night's  sleep.  Not  to  mention  their  parents. 


http://www.southernco.com 


SOUTHERN  m^ 
COMPANY 

Energy  to  Serve  Your  World 


un  rai  minu 


Money  hubs 


City 

Amount 

City 

Amount 

San  Francisco,  Calif. 

$57,942 

New  York,  N.Y. 

$43,901 

San  Jose,  Calif. 

50,885 

Dallas,  Tex. 

41,770 

Wilmington-Newark,  Del. 

47,488 

Seattle-Bellevue-Everett,  Wasli. 

■  41.652 

Middlesex-Somerset-Hunterdon,*  NJ. 

45,926 

Hartford,  Conn. 

39,956 

Anchorage,  Alaska 

44,738 

Newark,  N.i. 

39,757 

'Counties. 

Source:  Regional  FinanciBl  Assxiates.  Inc. 

Top  ten  U.S.  metropolitan  areas  in  terms 
of  gross  regional  product  per  capita. 


*<North 
Dakota's 
cool  for  the 
first  time 
in  100 
years." 

Douglas  Burgum, 
chief  executive, 
Great  Plains 
Software 


Craig  Benson 

Chief  Operating  Officer 
Cabletron  Systems 
Rochester,  N.H. 

What  I  like  about  New  Hampshire  is  that  it's 
a  small  state,  so  I  can  call  the  governor  and 
get  an  audience  and  present  our  case.  We 
won't  always  get  what  we  want,  but  at  least 
we  get  access. 

It's  not  like  that  everywhere.  I  have  500 
employees  in  our  plant  in  the  southeastern 
corner  of  Ohio,  where  unemployment  is  18%. 
I  needed  some  help  from  the  state,  and  I 
explained  that  to  the  person  answering  the 
phone,  and  she  said:  "You're  going  to  have  to 
write  to  the  governor,  and  if  the  governor 
feels  that  it's  worthy  of  him  calling  you  back, 
you  will  get  a  call  back."  That's  honest-to- 
God  what  they  said  to  me:  Go  write  a  letter.  I 
was  blown  away. 

Edward  Braun 

Chief  Executive  Officer 
Veeco  Instruments 
Plainview,  N.Y. 

In  today's  information  age,  I  do  not  think  it  is 
apparent  to  our  worldwide  customer  base  that 
we  are  located  off  the  beaten  path.  Forty  per- 
cent of  our  business  is  outside  of  the  U.S.,  so 
as  long  as  we  have  strong  regional  presence  in 
California,  Japan  and  in  the  Asia- Pacific 
region,  I  think  it's  no  longer  critical  where 
headquarters  are.  That's  evidenced  by  the 
growing  size  of  the  work  force  that  in  fact 
works  from  their  bedrooms. 

David  Hunter 

President 
BI  Inc. 

Boulder,  Colo. 

When  I  moved  here  from  the  East  Coast,  I 
still  had  the  East  Coast  freneticism  in  my 
blood.  I  remember  the  first  time  when  one  of 
our  employees  forgot  to  ship  something  that 
was  very  important.  I  said,  "How  could  you 
forget?"  and  his  response  was  "You  know,  I 
spaced  it  out." 


I  had  never  heard  that  expression.  I  turned 
to  somebody  and  said,  "What  in  the  hell  did 
he  mean  by  T  spaced  it  out.>'"  and  he  said 
"He  meant  he  forgot."  And  I  said,  "Is  that  his 
explanation.'"  and  he  said,  "Yeah,  out  here  in 
Colorado,  when  he  says,  'I  spaced  it  out,' 
you're  supposed  to  say,  'Oh,  I  get  it;  you 
spaced  it,  oh,  oh,  oh,  oh,  I  get  it,  you  spaced 
it  out;  well,  no  problem.'" 

And  that  drove  me  nuts.  We  had  to  turn  it 
up  a  few  decibel  levels. 

Douglas  Burgum 

Chief  Executive  Officer 
Great  Plains  Software 
Fargo,  N.D. 

Maybe  once  a  New  York  address  was  impor- 
tant. But  now  having  a  great  Web  site  is 
important  in  our  business.  North  Dakota's 
cool  for  the  first  time  in  100  years. 

\^^U[liani  Ackerley 

Chief  Operating  Officer 
Ackerley  Communications 
Seattle,  Wash. 

One  complaint  about  Seattle  that  I've  heard  is 
that  you've  got  a  lot  of  highly  educated 
people  doing  jobs  that  require  skill  levels  that 
are  beneath  their  education.  Here  whenever 
someone  starts  complaining  about  working 
too  hard  or  not  making  enough  money,  the 
boss  walks  them  to  the  v^dndow,  points  to 
Mount  Rainier  and  says:  "That's  why." 

\^^lliam  Wulfers 

Chief  Executive  Officer 

Campo  Electronics,  Appliances  &  Computers 

Covington,  La. 

Whatever  your  location,  you  have  to  be  wiH- 

ing  to  get  out  of  the  tower.  Usually  the  bigger 

the  companies  get,  the  more  they  isolate 

themselves  in  the  tower. 

My  favorite  saying  is:  "There  are  no  cash 
registers  at  this  office."  We  require  all  of  our 
staff  to  "eat  what  they  cook"  and  work  one 
day  a  week  in  the  selling  units,  and  once  a 
month  in  a  distribution  and  claims  center.  In 
other  words,  stay  connected.  If  you  stay  too 
close  to  your  headquarters  all  the  time,  you 
will  lose  control  of  yoiu-  business.  ^ 


What's  on  your  mind? 

If  you  are  a  business  executive,  whether 
\vith  a  big  company  or  a  small  one,  we'd 
like  to  know  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 
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You   never 

ctually   own   a   Patek   Philippe. 


PATEK  PHILIPPE 

GENEVE 


You  merely  take  care  of  it  for  the  next    ^ 
eneration.  The  new  men's  Neptune.  Self-winding,    ''^^^^^^^-^  \t  ^^Qmr 

hand-crafted  in  i8  karat  solid  gold.       Begin  your  own  tradition. 


Men's  Neptune:  ref.5081/1.  For  infornnation:  Patek  Philippe,  Dept.  304,  One  Rockefeller  Plaza,  New  York,  New  York  10020.  Tel:  (212)  581  0870.  www.patek.com 


■  iulllji^ifl 


readers@forbes.com 


protccled 
1  ln>  0  larilf 


Contradictions 

Sir:  Re  "Blue  chips,  Buffett  and  you" 
(On-line  pulse,  Oct.  6,  p.  44).  I  was 
amused  by  your  poll  of  readers' 
reactions  to  Warren  Buffett's  invest- 
ments: 65%  felt  Coca-Cola  is  overval- 
ued, and  only  30%  believe  it's  time  to 
buy  more  bonds.  Two  positions  in 
contradiction  to  Buffett's  holdings. 
Yet  54%  stated  they  would  never  bet 
their  portfolio  against  Buffett's. 
Looks  hke  he  still  hasn't  lost  his 
touch  in  betting  against  the  crowd. 
-Brian  C.  Greenberg 
Cherry  Hill,  N.J. 

Positive  force? 

Sir:  Re  "In  love  with  the  Teamsters" 
(Oct.  6,  p.  147).  Dan  Seligman,  you  are 
mistaken.  Unions  were  organized  so 

people  would 
not  be  forced 
to  work  in 
unsafe  condi- 
tions, and  to 
give  workers 
bargaining 
power  to  de- 
mand a  living 
wage.  Institu- 
tionalization in 
i^^^  our  society  of 

the  standards 
that  early  unions  worked  for  is  more  an 
explanation  for  their  decline,  and  not 
an  inherent  uselessness,  as  you  imply. 
I  will  not  debate  with  you  the 
actions  of  some  unions,  which,  having 
achieved  reasonable  gains,  struggle 
for  new,  unreasonable  ones.  But  please 
do  not  tar  them  all  with  the  same 
broad  brush. 
-Shelley  Reid 
Peekskill,  N.r. 

Really  outrageous 

Sir:  There  is  serendipitous  irony  in 
your  Sept.  22  issue.  Entertainers  in 
"The  Forbes  Top  40"  (p.  162)  are 
honored  for  making  between  $18 
million  and  $283  million  last  year.  At 
the  same  time  Steve  Forbes  points 
out  ("Outrageous,"  Fact  &  Com- 
ment, p.  27)  that  under  the  budget 
bill,  "Any  doctor  found  treating  both 
Medicare  patients  and  Medicare-eli- 
gible private  patients  will  be  subject 
to  fines."  There  are  outrageous  con- 


Child  laborers,  1890 
Reasonable  demands. 


trols  over  the  patient-doctor  relation- 
ship but  none  over  the  one  between 
patron  and  performer.  A  solution: 
Enact  "managed  entertainment"  so 
that  every  citizen  has  the  right  to 
attend  the  theater  for  under  $50, 
sporting  events  for  under  $25  and 
movies  for  less  than  $5. 
-Michael  A.  Glueck,  M.D. 
Newport  Beach,  Calif. 

Behind  the  masks 

Sir:  Re  "Romania  rising"  (Sept.  22, 
p.  128).  If  you  lift  the  capitalist  masks 
off  many  of  Romania's  nouveaux 
riches,  you  will  find  the  greedy  faces 
of  socialist  apparatchiks  underneath. 
They  are  resourceful  chameleons.  I 
suspect  the  new  foreign  investment 
law  may  protect  these  local  entrepre- 
neurs and  party  hacks  much  better 
than  foreign  investors.  Two  words  for 
investors:  caveat  emptor. 
-Carl  French 
Austin,  Tex. 

Reading  Rand  right 

Sir:  Re  "A  capitalist  manifesto"  (Sept. 
22,  p.  126).  You 
should  represent 
Ayn  Rand  cor- 
rectiy.  She  was 
not  a  libertarian. 
She  hated  the 
Libertarian  Part)', 
and  if  still  alive 
probably  would 
have  sued  you  for 
slander. 
-Ted  Gray 
Greenville,  S.C. 


Ayn  Rand 
Turning  in  grave? 


Credit  where  due 

Sir:  Re  "Politics  for  the  really  cool" 
(Sept.  8,  p.  172).  You  write  that 
Sameer  Parekh  "took  a  copy  of 
Apache,  a  popular  server  software 
package  available  free  on  the  Inter- 
net, and  set  about  the  arduous  task 
of  weaving  heav^'-duty  encryption 
programs  into  the  server  software." 
Parekh  did  not  add  encryption  to 
Apache.  I  did  diat.  He  merely  picked 
up  my  freely  available  work  and 
exploited  it  commercially. 
-Ben  Laurie 
London,  U.K. 


Our  mistake.  Laurie  was  the  first  to 
write  code  that  allowed  the  free  Apache 
server  to  use  a  popular  free  encryption 
library.  Parekh  initially  used  it,  then 
replaced  it  with  his  own  code. -Ed. 

Net  plus 

Sir:  Re  "Wiring  Madison  Avenue" 
.(Sept.  8,  p.  42).  Why  should  the 
giants    of  Madison   Avenue    shift 
toward  the  on-line 
medium.'  Mem- 
bers  of  com- 
munity-based 
Internet     sites 
teU  us  they  like 
the     Internet 
better  than  TV 
because  it  pro- 
vides for  social 
interaction  and 
a  sense  of  commu- 
nity. This  is  an  audience  that  creates 
its  own  content — an  ideal  venue  for 
an  advertiser  who  wants  to  reach  a 
targeted,  alert  audience. 
-Peter  Friedman 
Chief  Executive  Officer 
Talk  City 
Campbell,  Calif. 

We're  not  technophobes 

Sir:  Re  "Wal-Mart  or  Western 
Union.>"  (July  7,  p.  242).  You  single 
out  Knight-Ridder  for  alleged  resis- 
tance to  new  technology.  Did  anyone 
call  us.'  Read  our  annual  report?  We 
are  arguably  the  newspaper  industry 
leader  in  developing  on-line  exten- 
sions of  our  print  products.  We  cur- 
rently have  35  Web  sites,  including 
31  newspapers,  a  real  estate  service,  a 
new  entertainment  guide,  a  regional 
news  feature  site  and  services  for 
archiving,  personal  profiling  and 
automotive  classified. 

Current  net  spending  on  these 
projects  is  in  the  tens  of  millions 
annually,  reflecting  our  strong  con- 
viction that  on-line  technology  will 
be  a  vital  and  growing  dimension  of 
the  print  business. 
-P.  Anthony  Ridder 
Chief  Executive  Officer 
Knijjht- Ridder,  Inc. 
Miami,  Fla.  ^M 

For  more  letters  point  your  browser 
to  www.forbes.com/readers. 
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She  manages  a  career,  a  family  and  the  household  assets. 
Super  woman?   No,  the  average  woman. 


It's  no  longer  unusual  for  a  woman  to  oversee  the  family  assets.  The  secret,  as  with 
everything  else  in  your  life,  is  doing  it  well.  You'll  want  all  the  tools  successful  investors 
use  to  master  their  portfolios.  Including  the  insight  a  Smith  Barney  Financial  Consultant 
can  offer  you.  With  the  right  partner,  you  can  do  more  than  take  control  of  your  financial 
life.  You  can  actually  enjoy  it. 

For  your  complimentary  copy  of  "The  Journey  To  Financial  Empowerment," 
call  1-800-EARNS-IT  EXT  598. 


SmithBarney 

They  make  money  the  old-fashioned  way. 
They  earn  it.® 


©1997  Smith  Barney  Inc.  Member  SIPC. 


A  Member  of  TravelersGroup] 


A    V    A    L    O    N 

oh,  the  joys 

Settle  in.  And  settle  down.  Then  feel  the  space  around  you  embrace,  comfort  and  ease  both  body  and  soul.  Before  yo 

of  solitary 

know  it,  your  entire  being  has  just  breathed  a  collective  sigh  of  relief.  And  to  think,  you  have  yet  to  make  it  halfway  honi' 

confinerrient. 


TOYOTA 


ethcf^cfai^ 


\   1  800-GO-TOYOTA  •♦•  www.toyota.com 


©  1997  Toyota  Motor  Sales,  U.S.A..  Inc  Buckle  Upl  Do  it  for  those  who  love  you.  Show-n  with  optional  equipment. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


RE:  THE  REVELATIONS  ABOUT  THE  ABUSIVE  IRS 


Congress  should  not  forget  that  the  Internal  Revenue 
Service's  mistreatment  of  citizens  is  a  symptom  of  a  cor- 
ruptingly  complex  tax  code.  If  you  want  civil  tax  collec- 
tors, you  must  have  a  simple  and  civil  tax  code. 

This  is  why  Congress  should  pass  a  bill  proposed  by 
Representative  Bill  Paxon  (R-N.Y.)  and  Senator  Sam 


Brownback  (R-Kans.)  that  would  jettison  our  current 
tax  system,  except  for  Medicare  and  Social  Security,  by 
Jan.  1,2001. 

Throw  this  tax  code  monstrosity  into  the  ash  heap  of 
history,  and  let  the  national  debate  on  the  flat  tax  and 
other  alternatives  begin. 


ONE  mS  REFORM 

that  would  work  wonders  as  we  enact  a  new  tax  code  is  to  apply  a  bedrock  principle  of  Ameri- 
can law  to  that  agency's  proceedings  against  taxpayers:  A  person  is  innocent  undl  proven  guilty. 


FUTURE  SAFETY 


China  is  raising  a  ruckus 
over  the  new  security  agree- 
ment we  recently  negotiat- 
ed with  Japan.  We  should 
not  let  these  protests  dilute 
our  alliance  with  Tokyo. 

The  agreement  will  help 
ensure  that  the  U.S.  main 
tains  a  strong  presence 
in  Asia,  which  is  the  best 
guarantee  that  a  resurgent 
China   does   not   use    its 


American  and  Japanese  officials: 

New  deal  for  old  alliance. 


growHig  power  to  some- 
day bully  its  neighbors 
or  seize  Taiwan.  The  new 
agreement  is  a  stabilizer 
in  this  increasingly  impor- 
tant region. 

Our  continuing  alliance 
with  Japan  does  not  pre- 
clude our  deepening  ties 
with  Beijing,  but  it  is  a  cru- 
cial insurance  policy  for 
the  future. 


SIN  MASQUERADING  AS  VIRTUE 

Many  in  Congress  want  to  "reform"  campaign  financing         The  McCain-Feingold  bill  would  ban  so-called  soft 
by  giving  Washington  more  regulatory  powers  in  determin-      money — except  from  the  unions.  Advocacy  groups  would 


ing  who  can  rim,  who  can  give  and 
who  can  advocate  issues.  This  assault 
'  on  our  First  Amendment  freedoms  is 
the  equivalent  of  telling  a  pneumonia 
patient  to  go  for  a  roll  in  the  snow. 

The  so-called  reforms  advocated  by 
Democrats  and  a  handfril  of  Republi- 
cans would  increase  the  already  formi- 
dable protections  and  advantages  en- 
joyed by  incumbents,  making  it  more 
difficult  for  outsiders  to  effectively 
challenge  them.  The  reforms  would 
also  increase  the  power  of  the  media  in 
deciding  whose  views  get  disseminated  to  the  voters,  and 
how  they  get  disseminated.  Rarely  has  there  been  such  a  fla 


Senate  hearings  have  given  D.C.  pols  cover 
to  attack  our  freedoms. 


be  banned  from  advancing  their  views 
if  bureaucrats  determined  that  a  polit- 
ical candidate  supportive  of  these 
views  might  benefit  from  such  advo- 
cacy. This  bill,  by  severely  restricting 
the  amounts  challengers  can  spend, 
gives  more  power  to  the  press,  be- 
cause challengers  won't  be  able  to 
spend  what's  needed  (on  mailings, 
fliers,  etc.)  to  take  their  causes  direct- 
ly to  the  voters. 

There  is  a  better  way.  Caps  on  indi- 
vidual giving  should  be  either  substan- 
tially raised  or  eliminated — as  should  those  on  campaign 


spending.  Full  and  prompt  disclosure  of  all  contributions 
grant  example  of  self-serving,  special-interest  legislation.  must  be  required.  Contributions  to  campaigns  could  be 
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posted  every  evening  on  the  Internet,  in  a  list  of  who 
gave  how  much  that  day.  The  key  is  to  make  all  the  rele- 
vant information  available  to  voters  in  a  timely  manner. 
Let  the  voters  determine  if  a  candidate  has  sold  his  soul 
to  a  special  interest  group  or  to  a  group  of  individuals. 
Federal  subsidizing  of  presidential  candidates  through 


tax  dollars  should  end.  Why  should  taxpayers  have  their 
money  used  to  support  causes  or  candidates  they  might 
deplore  .> 

Representative  John  Doolittie  (R-Calif.)  has  proposed 
such  a  deregulatory,  commonsensical  reform  bill.  Not  sur- 
prisingly, it  has  not  been  enthusiastically  greeted. 


BY  THE  WAY,  THERE  ARE  TWO  OTHER  APPROACHES 

that  would  enhance  campaign  finance  reform.  One,  of  some  of  the  power  and  influence  that  attracts  so  many 
course,  is  term  limits.  Naturally,  Beltway  enthusiasm  for  petitioners  and  special  interests.  Start  by  scrapping  the 
that  is  muted.  The  other  is  to  remove  from  Washington     major  source  of  power— the  federal  income  tax  code. 

GHOULISH  PRESS  NOT  UNPRECEDENTED 

Princess  Diana  was  not  the  only  celebrit>'  to  be  tormented  Photographers  then  broke  into  the  morgue  at  night  to 
by  the  media.  A  most  tragic  example  is  Charles  Lindbergh. 


'Lucky  Lindy"  won  im- 
mense fame  in  his  day 
by  making  the  first  solo 
nonstop  flight  fi-om  the 
U.S.  to  continental  Eu- 
rope. Lindbergh,  a  very 
private  man,  spent  years 
thereafi:er  waging  a  cold 

and  sometimes  hot  war  against  an  intrusive,  abusive  media. 
Lindbergh's  disgust  reached  an  understandable  peak  in 
1932,  when  his  firstborn  baby  was  kidnapped.  He  believed 
hordes  of  pressmen  hindered  police  investigations  and 
panicked  the  kidnapper.  The  baby  was  subsequentiy  killed. 


LINDBERGH  BABY  KIDNAPPED  FROM  HOME 
OF  PARENTS  ON  FARM  NEAR  PRINCETON; 
TAKEN  FROM  HIS  CRIB;  WIDE  SEARCH  ON 


photograph  the  infant's  body.  After  the  trial,  the  Lind- 
berghs fled  to  Europe. 
Lindbergh  understand- 
ably came  across  as  a 
man  who  felt  his  very 
being  had  been  infinite- 
ly and  grossly  \dolated. 
Alas  for  Lindy,  he 
-New  York  Times  damaged  his  rcputation 
by  visiting  Nazi  Germany  and  receiving  a  medal  from 
Hitier  henchman  Hermann  Goring.  Lindbergh  became  a 
rabid  isolationist  before  the  U.S.  entered  World  War  II, 
whereupon  he  served  his  country  quietly  and  coura- 
geously in  the  Pacific. 


STOPPING  JUNK  JUSTICE 


Moral  Judgment — by  James  Q.  Wilson  (BasicBooks,  $18). 
Brilliant,  commonsensical  social  scientist  lucidly  analyzes 
what  so-called  abuse  excuses  have  done  to  our  legal  system. 
While  "there  is  no  avalanche  of  'abuse  excuses'  afflicting 
American  criminal  law,  the  courts  are  having  diflfi-  ^ 
culty  keeping  their  footing  on  a  slope  that  has 
become  increasingly  slippery."  This  book  examines 
a  whole  array  of  new,  mitigating  defense  arguments, 
including  the  battered  wife  syndrome;  premenstru- 
al syndrome;  diminished  capacity  because  of,  say, 
drunkenness;  new  permutations  of  what  constitutes 
self-defense;  various  forms  of  psychological  and 
physical  abuses,  etc.  Too  many  times  courts  have 
accepted  as  soundly  based  science  e\adence  that  is 
anything  but,  which  ultimately  undermines  the  rule  of  law. 
Wilson  offers  several  succinct,  down-to-earth  changes  to 


MOKAL 
JUDGMENT 


mitigating  circumstances.  His  definition  of  the  degrees  of 
murder  is  clear  and  on  target.  Another  worthy  suggestion: 
If  courts  do  make  law  through  a  judicial  decision,  they 
should  notif)'  the  appropriate  legislature,  which  would  then 
affirm,  modify  or  reject  the  ruling.  Wilson's  ideas 
on  jiu-y  selection  (leave  it  entirely  Ln  the  hands  of 
the  judge)  and  on  expert  testimony  may  be  con- 
troversial, but  they  are  worthy  of  serious  discussion. 
Excerpt:  A  law  that  permits  compassion  also  per- 
mits revenge.  It  is  important  that  we  let  neither  sci- 
ence nor  compassion  decide  legal  precepts.  We  wish 
verdicts  to  encompass  the  full  range  of  human  cir- 
cumstances, but  the  law  can  range  only  so  widely 
before  losing  its  power  to  focus  our  often  diffuse  sense 
of  self-control.  In  extreme  cases,  where  the  law  clearly  does  not 
fit,  juries  may  nullify  and  judges  may  forgive,  but  only  with- 


preserve  the  balance  between  personal  responsibility'  and      in  the  steady,  lasting  confines  of  a  moral  and  legal  order. 

RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Pravda— 281  Lafayette  St.  (Tel.:  226-4696).  Funky/ 
fun  basement  Soho  eatery,  decked  out  in  club  chairs,  pro- 
paganda and  pseudo- Russian  constructivist  decorative  ele- 
ments. The  crowd  is  a  mix  of  Wall  Streeters  and  upscale 
artists.  The  menu  has  nvo  pages  of  vodkas,  one  of  food — all 
first-rate:  perfect  vodka  martinis,  ca\aar,  French  tries,  superb 
chocolate  souffle,  apple  tart  and  golden  raism  ice  cream. 

Lutece— 249  East  50th  St.  (Tel.:  752-2225). 
Spruced  up  and  prettier  than  it's  been  in  years.  The  chef 
has  maintained  the  legendary  quality  of  some  things — the 


sauteed  foie  gras  club  sand\\ach  with  apple  compote,  and 
the  warm  oysters  with  caviar  and  champagne  sauce — but 
the  service  is  inconsistent  and  sloppy.  If  Lutece  could  get 
its  act  together,  it  could  be  a  strong  green  light. 

•  Oyster  Bar  at  Grand  Central — 42nd  St.  and  Van- 
derbilt  Ave.  (Tel.:  490-6650).  Up  and  going  strong  after 
recovering  from  a  brutal  fire.  Basic-style  cooking  and 
rough,  i.e.  "colorftfl"  New  York  service — These  waiters 
take  the  prize  for  whisking  awa)'  plates  as  soon  as  your  last 
moutiifiil  goes  in  and  the  fork  is  on  the  way  down!       ^ 
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The  size  of  the  screen  is  misleading- 
this  is  not  a  laptop. 
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Palmtop  PC 
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actual  size 


So   exactly   where   does    a    palmtop   end    and    a    laptop    begin? 


Designed  for 


Microsoft* 
Windows"CE 


mil 


Introducing  the  HP  320LX  palmtop  PC.  With  a  640  x  240  VGA  screen,  it's  the  widest  of 
any  handheld  PC.  Six  inches.  And  it's  the  first  palmtop  with  Microsoft?  Windows®  CE 
and  a  built-in  CompactFlash  card  slot  for  removable  memory  storage.  You  can  pull  the 
4MB  HP  320LX  palmtop  PC  from  your  pocket  and  instantly  check  and 
send  e-mail,  hop  on  the  Internet,  print  with  the  infrared  connection  or 
consult  your  calendar-all  without  lugging  around  a  laptop.  An  energy- 
saving  backlit  screen  allows  hours  of  operation,  and  the  standard  docking 

cradle  lets  you  easily  synchronize  your  Windows  CE  applications  with  their  Windows  95  and 
Windows®  NT  counterparts.  See  more:  www.hp. com/handheld  Better  products,  better  productivity. 


HP  320LX  Palmtop  PC 

FROM$599' 
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If  gnats  had  wheels, 
we'd  make  the  bearings. 


TO  LEARN  MORE  ABOUT  THE  TIMKEN  COMPANY  CALL  330  471 
TIMKEN  IS  THE  REGISTERED  TRADEMARK  OF  THE   IIMKEN  COM 
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The  Timken  Company  and  its  subsidiaries  make  and 
service  bearings  that  weigh  half  an  ounce.  And  bearings 
that  weigli  nine  tons.  Wiierever  wheels  or  shafts  turn, 
from  disk  drives  to  drilling  rigs,  from  dental  drills  to 
rolling  mills.  Timken  precision  improves  performance. 


Other  Comments 


Big  Part  of  the  Problem 

America  lags  behind  much  of  the 
world  when  it  comes  to  casting  bal- 
lots. An  average  of  just  44.1%  of  the 
voting- age  population  has  turned  out 
for  national  legislative  elections  in  the 
1990s,  putting  the  U.S.  in  139th 
place  among  163  countries  surveyed 
by  the  International  Institute  for 
Democracy  and  Electoral  Assistance. 
-Time 

We  Don't  Need  Reform 

What  is  the  answer  to  the  dilemma 
of  money  and  politics?  Disclosure — 
full,  accurate,  daily  disclosure. 

What  do  you  suppose  the  voters 
would  have  decided  if  what  we  now 
know  of  Al  Gore's  solicitations  from 
the  White  House,  the  Chinese  con- 
nections and  the  cost  of  nights  in  the 
Lincoln  bedroom  had  been  reported 
nighdy  on  the  evening  news  in  the  last 
two  weeks  before  the  election?  A  well- 
informed   electorate   will   safeguard 
American  campaigns  far  better  than 
any  group  of  Washington  regulators. 
-Pete  du  Pont,  editor,  Intellec- 
tualCapital.com,  Wall  Street  Journal 
*** 

In  Buckley  v.  Valeo  (1976),  the 
Supreme  Court  affirmed  that  giving 
money  to  and  spending  money  on 


political   campaigns   is   a   core   First 
Amendment  actixity.  The  shortcom- 
ings of  current  "reform"  proposals  are 
no    small    matter,    given    the    First 
Amendment's  crucial  historical  role  in 
protecting  our  right  to  self-govern- 
ment and  in  sustaining  liberty.  For  the 
proposals  to  pass  constitutional  muster, 
the  First  Amendment  would  have  to 
be  itself  "amended"  by  judicial  fiat. 
-Lillian  R.  BeVier,  University 
of  Virginia  Law  School  professor, 
in  Cato  Institute's  Policy  Analysis 

Simple  Tnith 

Most  of  the  change  we  think  we 
see  in  life  is  due  to  truths  being  in 
and  out  of  favor. 
-Robert  Frost 

Giant  Irony 

By  all  accounts  the  Ronald  Reagan 
Office  Building,  nearing  completion 
a  few  blocks  from  the  White  House, 
is  too  big  (one -third  more  floor 
space  than  the  Empire  State  Build- 
ing), too  expensive  (three-quarters 
of  a  biUion  dollars)  and  ugly  (a  mau- 
soleum-Uke  structure  spread  over 
five  city  blocks).  Did  we  also  say 
inappropriate?  The  two  agencies  slat- 
ed to  occupy  it — the  Environmental 
Protection  Agency  and  the  Agency 
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for  International  Development — 
would  be  out  of  business  had 
Reagan  prevailed  against  Congress. 
If  the  economy  were  not  so  strong — 
thanks  in  no  small  part  to  Reagan- 
omics — this  white  elephant  would 
have  gone  the  way  of  the  air  con- 
trollers' union. 
-National  Review 
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I've  been  learning  how  to  give. 
It's  something  you  have  to  keep 
working  on,  because  people  like 
money  the  way  they  do  their 
homes  and  dogs. 
-Ted  Turner,  on  his  pledging 

$1  billion  to  the  United  Nations, 

in  the  New  York  Times 

Time  to  Go 

The  federal  income  tax  is  a  complete 
mess.  It's  not  fair.  It  fosters  tax  avoid- 
ance and  cheating.  It  costs  billions  of 
dollars  to  administer.  It  costs  taxpayers 
billions  of  dollars  in  time  spent  filling 
out  tax  forms  and  other  forms  of 
compliance.  It  costs  the  economy  bil- 
lions of  dollars  in  lost  output  of  goods 
and  services  from  investments  being 
made  for  tax  rather  than  for  econom- 
ic purposes.  It  involves  tens  of  thou- 
sands of  lawyers  and  lobbyists  getting 
tax  benefits  for  their  clients  instead 
of  performing  productive  work.  It 
can't  find  ten  serious  economists  to 
defend  it.  It  is  not  worth  saving. 
-Robert  E.  Hall  and 
Alvin  Rabushka,  The  Flat  Tax 

Milking  It^ 

Norman  Mayo  is  suing  Safeway  and 
the  Dairy  Farmers  of  Washington. 
Mayo,  a  Washington  State  resident, 
claims  that  a  lifetime  of  drinking  milk 
contributed  to  his  clogged  arteries 
and  the  minor  stroke  he  suffered 
three  years  ago.  Among  other  things. 
Mayo  wants  a  warning  label  on  milk. 
"It's  my  opinion  that  the  dairy  indus- 
try is  to  blame,"  he  said.  "They  push 
their  dairy  products  without  warning 
you  of  the  hazards." 
-Charles  Olfver,  Reason  ^ 
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Introducing 
Marriott  Rewards. 

It's  never  been 
easier  to  earn  points. 

(You  re  welcome) 

Or  harder  to  decide 
where  to  use  them^ 

(Sorry) 


^>  Harriott  gmmihk  lUi^SSi  ^montfl:    w^iace    Uarr 


HOTEis  RESORTS  sums     ^g||||||g|||^     HWiaiftlgl      VACATION  CLUB-  Suites  ^^^        ^  '• 

^^^^^^^-       UfiiJja^saiMj       Vac<»«,o«  v,7i,5  •;«uynalt  conference  centers 

Now  you  con  earn  points  at  nearly  a  thousand  different  hotels  in  the  Marriott  family,  so  free  vacations 
come  quicker  than  ever.  Redeem  your  points  for  free  stays  at  our  hotels,  or  choose  from  cruises,  airline 
miles  or  other  great  rewards.  For  more  information  click  over  to  our  Web  site  (www.marriottrewards.com), 
or  pick  up  the  phone  and  call  800-249-0800  to  enroll. 


VISA 


Here's  an  offer  exclusively  for  VISA®  cardholders: 

Pay  for  your  stays  with  your  VISA  card  and  get  10%  bonus  points  now  through  November  15th. 


t\>  Harriott  RE  WAR  d  s 


SM 

©1997  Marrioll  Inlernalionol,  Inc. 


What  shape  is  your  business  in? 
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In  response  to  unprecedented  improvements  no  longer  ensure         Andersen  Consulting  helps  orga- 

market  pressures,  many  organiza-  survival.  They're  seeking  cohesive  nizations  successfully  transform 

tions  are  reconfiguring  themselves,  solutions  that  dramatically  strength-  by  refining  and  re-aligning  all 

They've  recognized  that  isolated.,  ^rr'tWbir  entire  enterprise.  vital  components.  Our  work  with 
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I-  hundreds  of  the  world's  leading       So  instead  of  just  pointing  you  in 

I   companies  has  given  us  a  unique    a  new  direction,  we  can  help  make 

I 
balance  of  skills  in  strategy,  tech-   sure  your  whole  organization  moves 


nology,  process  and  people.         forward  aggressively.  As  one. 


.^  vNDERSEN 
TTONSULTING 


For  more  information,  please  visit  our  web  site  at  http://Www.ac.com. 
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Active  partnership  is  powered  by  the  abiUty  to  adapt  to  our  customers'  specific  needs  and 

circumstances  as  a  matter  of  pohcy.  By  not  adhering  to  rigid  forms  and  structures,  we  can  work 

together  to  create  custom-tailored  risk  management  products  and  solutions  that  yield  superior  results  in 

areas  like  cost  management  and  customer  service.  As  a  member  of  the  worldwide  Zurich  Group,  we  provide 

extensive  financial  strength  and  offer  long-term  active  partnership  to  you.  For  more  information, 

contact  your  agent  or  broker,  or  call  1-800-382-2150. 
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Zuricb-American,  The  Pouter  of  Partnership? 


©  1 997  Zurich  Insurance  Company 

Covcngcs  undcns  nitcn  by  Zurich  Insurance  0)mpam' 

or  another  member  of  Zurich- American  Insurance  Group, 


ZURICH 
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CommentaiT 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


FAST-TRACK 

Mr.  Clinton's  coN\acnoN  that  he  can  please  every- 
body, as  well  as  the  fatal  errors  that  come  of  not  taking 
a  principled  stand  on  anything,  have  been  clearly  seen  in 
the  President's  maneuvering  for  the  renewal  of  "fast- 
track"  authorit)'  to  negotiate  trade  agreements. 

The  President's  decision  to  seek  fast-track  authority  was 
correct.  With  fast  track,  Mr.  Clinton  would  submit  pro- 
posed trade  agreements  to  Congress  that  could  be  voted 
either  up  or  down  but  could  not  be  amended.  Every 
recent  president  has  had  this  authority.  Without  it,  secur- 
ing free-trade  agreements  would  be  virtually  impossible, 
because  any  amendments  made  by  Congress  would  then 
have  to  be  resubmitted  to  all  the  negotiating  parties.  If,  by 
any  chance,  all  of  these  parties  agreed  to  an  amendment, 
Congress  could  then  propose  additional  amendments — 
ad  infinitum.  Opponents  of  free  trade  know  that  if  they 
can  block  fast  track,  they  can  kill  any  trade  agreement. 

Organized  labor  and  trade  protectionists  have  joined 
forces  with  environmentalists  to  try  to  block  fast  track. 
Labor  leaders  are  insisting  that  all  trade  agreements  must 
impose  American  labor  union  regulations  (work  hours, 
compensation  packages,  etc.)  in  the  foreign  countries  with 
which  we  negotiate.  Environmentalists  are  trying  to  require 


AUTHORITY 

that  trade  agreements  include  some  of  our  more  extreme 
environmental  staiidards.  And  if  countries  failed  to  comply, 
the  U.S.  would  have  the  right  to  levy  trade  sanctions. 

Initially,  the  President  correcdy  reftased  to  include 
those  provisions  in  his  bill.  But,  as  is  his  wont,  when 
Clinton  realized  this  would  upset  the  labor  unions  and 
could  damage  Vice  President  Gore's  chances  to  succeed 
him,  he  promptly  backtracked.  In  his  bill,  Mr.  Clinton 
tried  to  assure  the  unions  that,  instead  of  putting  labor 
provisions  and  environmental  standards  into  the  core  of 
trade  agreements,  he  would  work  through  various  inter- 
national groups  to  create  international  labor  protections. 
He  also  tried  to  satisfy  environmentalists  by  hinting  that 
he  could  negotiate  their  concerns  in  side  agreements. 

Predictably,  these  vague  attempts  to  please  everybody 
pleased  nobody.  Moreover,  they  raised  fears  that  President 
Clinton  was  proposing  to  negotiate  laws  without  benefit  of 
Congress — which  may  cost  him  vitally  needed  Republican 
support  for  fast  track.  This,  at  a  time  when  organized  labor 
is  announcing  how  many  millions  of  dollars  it  will  spend  to 
defeat  fast-track  authority.  Without  a  principled  attachment 
to  free  trade,  you  are  not  likely  to  persuade  protectionists 
or  any  other  opponents  that  free  trade  is  best  for  everyone. 


FREEDOM  OF  CHOICE  FOR  ALL  PARENTS 


In  our  last  issue  Steve  Forbes  commented  on  Cleve- 
land's successfijl  school  voucher  program,  which  allows 
parents  a  choice  of  where  to  educate  their  children.  If  we 
need  proof  of  the  importance  of  having  more  of  these 
programs,  it  can  be  found  in  an  excellent  new  book,  Why 
'Our  Children  Can't  Read  and  What  We  Can  Do  About 
It,  by  Diane  McGuinness  (The  Free  Press,  $25).  The 
author  cites  1992  statistics  showing  that  there  are  42  mil- 
lion functionally  illiterate  adults  in  the  U.S. 
and  that  43%  of  children  in  the  fourth  grade 
cannot  pass  a  basic-level  reading  test. 

The  book  also  confirms  former  education  sec- 
retary William  Bennett's  conclusion  that  the 
education  establishment,  led  by  the  National 
Education  Association  (NEA),  tries  to  block  any 
attempt  to  make  schools  better.  Education  Sec- 
retary Richard  Riley's  recent  statement  blasting 
Senator  Coats  (R-Ind.)  and  Senator"  Lieber- 
man's  (D-Conn.)  attempt  to  give  school  vouch- 


ers to  the  families  of  2,000  poor  children  in  Washington, 
D.C.  is  another  example.  The  vouchers  would  have  enabled 
parents  to  choose  something  better  than  the  District's 
nightmarish  system.  Secretary  Riley  at  first  condemned  the 
program  because  it  applied  only  to  2,000  children,  but  then 
said  that  helping  those  2,000  would  "undermine  a  200-year 
American  commitment  to  the  common  school;  a  commit- 
ment that  has  helped  America  .  .  .  become  a  beacon  of  light 
for  people  all  over  the  world."  But  he  did  not 
explain  why  this  beacon  produces  so  many  chil- 
dren who  cannot  read,  or  why  it  deports  thou- 
sands of  them  every  year  to  so-called  special  edu- 
cation classes,  which  too  often,  as  McGuinness 
puts  it,  "are  merely  baby-sitting  operations." 

We  need  far  more  states  and  cities  to  authorize 
programs  like  Cleveland's.  But  until  we  get  lead- 
ers courageous  enough  to  put  such  progi-ams  in 
place,  the  NEA  will  continue  to  prevent  any  real 
improvements  in  our  public  school  systems.  ^ 
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With  Merrill  Lynch,  your  401(k) 

program  may  not  look  quite  like  any  other. 

But  it  will  fit  you  to  perfection. 

At  Merrill  Lynch,  your  401(k)  program  can  be  tailored  specifically  to  your  unique 
requirements.  We  can  help  you  develop  solutions  in  the  key  areas  of  401  (k)  program  design: 


Bundled  Services 

By  bundling  employee  benefit 
f      and  record-keeping  services, 
^      you'll  gain  maximum  flexibility 
ft\     and  value  from  your  plan. 

Technology 

Merrill  Lynch  has  a  flexible  systems 
architecture.  And  we  are  committed  to 
investing  in  state-of-the-art  technology 
to  best  serve  you  and  your  employees. 


Investment  Management  Expertise 

Every  client  benefits  from  the  firm's 
highly  ranked  investment  manage- 
ment expertise  and  access  to 
y^  nearly  400  mutual  fiands. 

Education  and  Communications 
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Merrill  Lynch's  award-winning 
''^,  education  and  communication 
programs,  built  upon  our 
financial  planning  and 
investment  expertise, 
are  proven  to  increase 
plan  participation. 

For  more  information,  call 
Donna  Winn,  First  Vice  President, 
at  609-282-2233.  Because  there's 
a  big  difference  between  your  40 1  (k) 
planning  needs  and  everybody  else's. 


The  difference  is  Merrill  Lynch. 

Merrill  Lynch 

A  tradition  of  trust. 

©199*^  Merrill  I  vnch.  Pierce.  Fcnncr  &  Smith  Incorporated.  Member  SIPC. 


EDinO  BY  JOSHUA  LEVINE  /  "TO  SEE  A  WORLD  IN  A  GRAIN  OF  SAND 


Playing  cowboy 


BY  JUSTIN  BiaOE 


A  coimtrv 
nmsic  group 
ordered  up 
a  cow  skull 
branding  iron 
that  thev 
flourish  on 
talk  shows. 
They  recently 
used  it  to 
"brand" 
cement. 


Gotta  be  a  lesson  in  here 
somewhere,  but  we're  not 
sure  what  it  is.  It's  got  to  do 
with  brands,  not  as  in 
branded  goods  but  as  in 
branding;  irons.  Brands 
you  sear  into  an  animal's 
hide  to  show  it's  your'n, 
not  his'n.  My  friend  Gary 
owns  a  ranch  in  Col- 
orado— a  mighty  big 
ranch,  as  a  matter  of  fact. 
He  runs  cattle  for  his 
livelihood,  so  he  does  his 
share  of  branding.  Lately 
Gary's  been  hearing  that  some 
folks  are  registering  with  the  state 
branding  board  brands  for  people 
who  don't  own  livestock  and  have  no 
intention  of  doing  so.  An  ad  executive  in 
Austin,  Tex.  was  offering  custom  brands  for 
$249,  no  cow  rec]uired.  "Kinda  like  a  coat  of 
arms,"  says  Patrick  C'line,  cofounder  of  the 
Texas  Branding  Iron  Company.  He's  done 
one  for  San  Diego  accountant  Tom  Balarsky — 
the  letters  T  and  B  with  a  dollar  sign  in  the 
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middle.  A 
country  &  western 
group.  Brooks  &  Dunn,  or- 
dered up  a  cow  skull  design  that  they  show  on 
talk  shows  and  recently  used  to  "brand"  some 
wet  cement.  A  ranch  broker  in  Texas  offers  a 
custom-designed  brand  for  her  clients.  Let's 
just  hope  that  none  of  the  recipients  are  fol- 
lowers of  the  Marquis  de  Sade. 


Other  people's  philanthropy 


BY  INN  MUSH 


Harry  Saal 
hired  a  public 
relations  firm 
to  help  him 
get  some  of 
the  credit  for 
Ted  Turner's 
generous  out- 
burst. Don't 
call  us,  Harry. 
We'll  call  you. 


OTM  MEANS  "other  people's  money."  Now 
you've  got  "other  people's  philanthropy."  It's 
bad  enough  that  so  much  new  philanthropy 
thumps  its  chest  and  screams  its  benevolence  a 


la  Ted  Turner,  but  for  real  chutzpah  we  nomi- 
nate high-tech  entrepreneur  Harry  Saal.  Saal 
recently  wrote  a  column  in  Newsweek  chiding 
the  rich  for  their  tightwaddedness.  Shortly 
thereafter  Ted  announced  he  was  giving  $1  bil- 
lion to  the  United  Nations. 

Not  to  be  upstaged,  Saal  hired  a  public 
relations  firm  to  help  him  get  some  of  the 
credit  for  Ted's  generous  outburst.  And — no 
wonder  the  public  doesn't  trust  the  media — 
the  talking  heads  are  swallowing  Saal's  crap- 
ola.  "You  helped  spark  this  forest  fire,"  a 
Good  Morninpj  America  interviewer  pandered 
recently,  as  Saal  smiled  broadly.  Saal  recent- 
ly wrote  to  us  on  his  behalf,  "encouraging" 
Forbes  to  create  a  list  of  the  top  givers. 
Included  is  a  missive  from  Harry  in  which  he 
says:  "I  have  been  part  of  a  national  discus- 
sion on  the  wisdom  and  need  for  focusing 
on  this  aspect  of  wealth  in  our  nation  (and 
the  world)  in  national  print  and  television 
media.  I  look  forward  to  hearing  your 
thoughts  soon."  Don't  call  us,  Harry.  We'll 
call  you.  Maybe.  ■■ 
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AOL  and  its  enemies 

By  Katarzyna  Moreno  and  Ben  Pappas 

Now  that  Stephen  Case's  America  Online  has  picked  up 
CompuServe's  retail  business,  will  its  market  share  con- 
tinue to  grow?  Readers  logged  into  www.forbes.com  to 
give  their  opinions. 

Do  people  still  need  a  service 
such  as  AOL  to  organize  the 
World  Wide  Web  for  them? 

Nobody  does  it  better.  For  all 
of  aol's  faults — and  there  are 
many — the  basic  structure  of  the 
best  mass  on-line  system  in  the 
world  is  theirs....  Most  of  the  amenities  AOL 
provides  can  be  found  through  the  search  engines  like 
Infoseek  or  Yahoo  for  free.. . .  AOL  will  be  merged  with 
another  subscriber  service  within  three  years.  We  have 
more  than  enough  interfacers  after  our  eyeballs  on  the 
Web.. . .  AOL  is  similar  to  MTV,  which  has  been  imitated 
but  never  ousted.  But  just  as  we  grow  out  of  MTV,  we 
will  grow  out  of  AOL.... 


^^  Yes  ^^  No        ^^ 


Idont 
know 


Next  on  Pulse  at  www.forbes.com: 

Kodak,  George  Fisher  and  digital  photography. 
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Wm  aol's  most 
^^      formidable  challenger 
L^^^^^HL    be  Microsoft's  WebTV? 

^^^    26%  ^^BP^ '      The  high-speed  cable  content 
providers  pose  a  bigger  challenge 
■  "■"  to  AOL  than  WebTV.  That's  assuming 

that  they  can  bring  the  costs  down  to  the  level  of  premi- 
um movie  channels....  No  single  company  will  ever 
dominate  the  Web.'..-. 

^^/Kj^^  W^  AT&T  and  MCI  snatch  a  big 

^^^^^^^^^^     piece  of  aol's  business? 

f        ^^F^^^^A     "^^^  large  telecommunications 
^^^^^  ^^^^H     companies  wUl  profit  more  from 
"'4    ^^^^m     the  Internet  service  provider 
"'v  ^^^r      approach  than  from  attempting  to 

provide  content....  The  next  big  wave 
will  come  from  companies  that  provide  high-speed 
Internet  access  via  ISDN  or  cable 
modem  at  an  affordable  rate.... 
AT&T  and  MCI  would  be  crazy 
to  offer  dial-in  service.  As 
AOL  has  shown  us,  busy 
signals  and  bad  cus- 
tomer service  make  for 
bad  business,  and 
neither  at&t  nor 
MCI  is  in  any 
position  to  offer 
dial-in  support 
(they  don't  even 
offer  good  phone 
service  support). . .  .■ 
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John  Ryding,  a  senior  econo- 
mist at  Bear,  Stearns,  tiilnlts 
capital  spending  is  the  en- 
gine currently  driving  the 
economy.  In  July  and  August 
seasonally  adjusted  new 
orders  for  capital  goods 
(nondefense,  excluding  air 
craft)  were  up  an  annualized 
30%  over  the  entire  second 
quarter.  Ryding  reckons  this 
growth  will  continue.  He's 
forecasting  new  capital 
equipment  spending  at  $757 
billion  in  1998.  That's  29% 
over  the  $586  billion  (infla- 
tion-adjusted) spent  in  1996. 
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Current    289. 2*t         Previous  289.2*  Percent  change 
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Ttie  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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How  to  do  an  expense  report 
with  your  eyes  c  osed.*^ 


It's  simple  when  the  same  integrated  system  that  plans  and  pays 
for  a  trip  helps  organize  your  expenses.  Overnight. 

Introducing  RoundTrip  Services'"  @  American  Express.  Each  night,  charges  are  gathered  and  sorted  for  e-mail  access 
and  easy  updating  using  Expense  fVlanager.  It's  the  only  way  to  integrate  expense  management  with  travel  booking  using 
AXI  (American  Express  Interactive)  — all  within  company  policy.  And  if  plans  unravel?  A  dedicated  service  representative  is 
just  a  phone  call  away.  Call  1 800  AXP 1200  to  discover  how  RoundTrip  Services  is  a  better  way  to  help  your  business  do  more. 


do  more 


www.AmericanExpress.com/CorporateServices 
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AOL  and  its  enemies 

By  Katarzyna  Moreno  and  Ben  Pappas 

Now  that  Stephen  Case's  America  Online  has  picked  up 
CompuServe's  retail  business,  will  its  market  share  con- 
tinue to  grow?  Readers  logged  into  www.forbes.com  to 
give  their  opinions. 

Do  people  still  need  a  service 
such  as  AOL  to  organize  the 
World  Wide  Web  for  them? 

Nobody  does  it  better.  For  all 
of  aol's  faults — and  there  are 
many — the  basic  structure  of  the 
best  mass  on-line  system  in  the 
world  is  theirs....  Most  of  the  amenities  AOL 
provides  can  be  found  through  the  search  engines  like 
Infoseek  or  Yahoo  for  free....  aol  will  be  merged  with 
another  subscriber  service  within  three  years.  We  have 
more  than  enough  interfacers  after  our  eyeballs  on  the 
Web....  AOL  is  similar  to  MTV,  which  has  been  imitated 
but  never  ousted.  But  just  as  we  grow  out  of  MTV,  we 
will  grow  out  of  AOL.... 


^^  Yes  ^^  No        ^^ 


I  don't 
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Next  on  Pulse  at  www.forbes.com: 

Kodak,  George  Fisher  and  digital  photography. 


Will  aol's  most 
formidable  challenger 
be  Microsoft's  WebTV? 

The  high-speed  cable  content 
providers  pose  a  bigger  challenge 
to  AOL  than  WebTV.  That's  assuming 
that  they  can  bring  the  costs  down  to  the  level  of  premi- 
um movie  channels....  No  single  company  wiU  ever 
dominate  the  Web..'., 

^^^H^p  W^  AT&T  and  MCI  snatch  a  big 

^0^^^^^^^     piece  of  aol's  business? 

r       ^^^r^^^^A     The  large  telecommunications 
^^^^^  ^^^^H     companies  will  profit  more  from 
K,     i»*   ^^^^m     the  Internet  service  provider 

^^^r      approach  than  from  attempting  to 
provide  content....  The  next  big  wave 
will  come  from  companies  that  provide  high-speed 
Internet  access  via  ISDN  or  cable 
modem  at  an  affordable  rate.... 
AT&T  and  MCI  would  be  crazy 
to  offer  dial-in  service.  As 
AOL  has  shown  us,  busy 
signals  and  bad  cus- 
tomer service  make  for 
bad  business,  and 
neither  AT&T  nor 
MCI  is  in  any 
position  to  offer 
dial-in  support 
(they  don't  even 
offer  good  phone 
service  support). . .  .■ 
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John  Ryding,  a  senior  econo- 
mist at  Bear,  Stearns,  thinks 
capital  spending  is  the  en- 
gine currently  driving  the 
economy.  In  July  and  August 
seasonally  adjusted  new 
orders  for  capital  goods 
(nondefense,  excluding  ain 
craft)  were  up  an  annualized 
30%  over  the  entire  second 
quarter.  Ryding  reckons  this 
growth  will  continue.  He's 
forecasting  new  capital 
equipment  spending  at  $757 
billion  in  1998.  That's  29% 
over  the  $586  billion  (infla- 
tion-adjusted) spent  in  1996. 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eigtit 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  cf  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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Expense  Manager 


It's  simple  when  the  same  integrated  system  that  plans  and  pays 
for  a  trip  helps  organize  your  expenses.  Overnight. 

Introducing  RoundTrip  Services'"  @  American  Express.  Each  night,  charges  are  gathered  and  sorted  for  e-mail  access 
and  easy  updating  using  Expense  Manager  It's  the  only  way  to  integrate  expense  management  with  travel  booking  using 
AXI  (American  Express  Interactive)  — all  within  company  policy.  And  if  plans  unravel?  A  dedicated  service  representative  is 
just  a  phone  call  away.  Call  1 800  AXP 1200  to  discover  how  RoundTrip  Services  is  a  better  way  to  help  your  business  do  more. 
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Small  Internet  phone  stocks  are  hot. 
Somebody's  going  to  get  burned. 


IJH 


Free  long  distance  phone  calls 


By  Scott  WooUey 

Up  till  now,  making  phone  calls 
over  the  Internet  has  been  strictly 
for  people  who  enjoy  taking  a 
screwdriver  to  the  guts  of  their 
personal  computers.  Yeah,  the  calls 
are  free,  but  in  the  end  only  tin- 
kerers  could  call,  and  only  fellow 
tinkerers  could  receive  the  calls. 
Not  much  of  a  market  there.  Yet  in 
the  past  few  months  Wall  Street 
has  gone  cuckoo  for  Internet  tele- 
phony (see  chart). 

The  new  products  catching  Wall 
Street's  eye  hold  out  the  promise  of 
making  phone  calls  over  the  Internet 
that  are  no  more  complicated  than 
regular  calls.  Just  pick  up  the  phone 
and  dial.  The  hardware  is  hidden  out 
of  the  user's  sight,  buried  in  the 
closet  by  the  telephone  switches. 

Currently,  the  biggest  limitation  is 
that  in  most  cases  both  parties  need 
the  special  hardware  to  make  the 
system  work.  That's  why  most  of 
these  small  Internet  telephony  com- 
panies are  focusing  on  connecting 
corporate  offices,  which  call  each 
other  frequendy. 

Newer  systems  promise  to  remove 
this  limitation.  Calls  will  be  routed 
over  the  Internet  to  the  city  being 
called,  avoiding  long  distance 
charges.  Once  the  call  is  near  its  des- 


Hot  summer  for  Internet 
phone  companies 


tination,  an  Internet  service  provider 
completes  it  by  connecting  back  to 
the  regular  phone  system.  Since  that 
last  connection  is  just  a  plain  old  local 
call,  you  can  connect  to  any  phone  in 
the  city,  and  each  step  is  still  free. 

Free  long  distance  is  appealing  to 
U.S.  businesses,  which  spend  about 
$40  billion  a  year  on  phone  bills. 
Anything  that  could  save  even  a  frac- 
tion of  this  would  create  a  good-size 
industry.  So  the  stocks  are  hot. 

However,  like  pilot  fish,  these  pio- 
neers are  swimming  with  sharks. 
Telephone  equipment  giants  such  as 
Lucent,  Ericsson  and  Nortel  are 
entering  the  market.  So  are  comput- 
er networking  behemoths  such  as 
Cisco  and  3Com.  Since  the  new 
hardware  is  a  marriage  of  voice  and 
data  equipment,  "both  groups  see 
this  industry  as  their  natural 
birthright,"  says  Christopher  Mines, 
an  analyst  with  market  researcher 
Forrester  Research. 

Right  now  none  of  the  pioneers 
derive  more  than  $25  million  in 
annual  revenue  from  this  new 
market.  Some  have  more-established 
product  lines,  but  they  all  need  to 
find  decp-pockcted  partners.  This 
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August  Israel-based  VocalTec,  one  of 
the  largest  sellers  of  voice-communi- 
cation software  on  the  Internet, 
announced  a  partnership  with 
Deutsche  Telekom.  The  German 
firm  bought  a  21.1%  stake  now 
worth  $55  million.  Phoenix-based 
Inter- Tel  partnered  with  a  Nippon 
Telephone  &  Telegraph  subsidiary  to 
sell  its  Internet  gateways  in  Japan. 

So  far  the  nascent  industry  has 
been  blissfially  unregulated.  But  local 
telecoms  and  long  distance  compa- 
nies in  the  U.S.  are  already  com- 
plaining about  unfair  competition 
and  are  speed-dialing  the  FCC.  And  if 
the  Internet  continues  to  be  a  com- 
mons congested  by  every  graphics- 
dumping  data  hound,  even  new 
fiber-optic  connections  (Forbes,  Oct. 
6)  may  not  be  enough  to  allow  all 
Net  phone  calls  (which  themselves 
take  up  very  little  bandwidth) 
through  seamlessly. 

The  five  stocks  shown  here  have  a 
combined  market  capitalization  of 
$1.7  billion,  up  $800  million  in  the 
last  three  months — attributable  to 
Internet  telephony's  popularity  on 
Wall  Street.  We  suspect  as  much 
money  will  be  lost  here  as  made.  ^ 
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When  U.S.  customers  for  Herbalife's  dubious  elixirs  got 
scarce,  Mark  Hughes  went  trolling  for  suckers  overseas. 


But  wheire  are  the 
distf  ibutors'  yachts? 


By  Seth  Lubove 

\L\RK  Hughes  is  a  master  of  the  fine 
art  of  survival.  His  Los  Angeles- 
based  Herbalife  International  Inc.  is 
a  pyramid  outfit  that  peddles 
weight-loss  and  nutrition  concoc- 
tions of  dubious  value.  Bad  publicit)' 
and  regulatory  crackdowns  hurt  his 
U.S.  business  in  the  late  1980s.  But 
Hughes,  41,  continues  to  enjoy  a 
luxurious  lifestyle  in  a  $20  million 
Beverly  Hills  mansion.  He  has  been 


sharing  the  pad  and  a  yacht  with  his 
third  wife,  a  former  Miss  Petite 
U.S.A.  He  can  finance  this  lavish 
lifestyle  just  on  his  salary  and  bonus, 
which  last  year  came  to  $7.3  million. 
He  survived  his  troubles  in  the 
U.S.  by  moving  overseas,  where  reg- 
ulators are  less  zealous  and  con- 
sumers even  more  naive,  at  least  ini- 
tially. Today  77%  of  Herbalife  retail 
sales  derive  from  overseas.  Its  new 


Disgruntled  former  Herbalife  distributors  Mary  and  Daniel  Fallow 
Claims  Herbalife  tried  to  cut  a  deal  with.  Russian  mafia. 


Mark  Hughes 

pitches  for  more  recruits 

Rumblings  down  the  pyramid. 


prowling  grounds:  Asia  and  Russia. 
Last  year  Herbalife's  net  earnings 
doubled,  to  $45  million,  on  net 
sales  of  $632  million.  Based  on 
Herbalife's  Nasdaq-traded  stock, 
the  company  has  a  market  capitaliza- 
tion of  $790  million,  making 
Hughes'  58%  worth  $454  million. 

There's  a  worm,  though,  in 
Hughes'  apple.  Foreigners  aren't 
stupid.  In  the  end  they  know  when 
they've  been  had.  In  France,  for 
instance,  retail  sales  rose  to  $97  mil- 
lion by  1993  and  then  plunged  to 
$12  million  last  year.  In  Germany 
sales  hit  $159  million  in  1994  and 
have  since  dropped  to  $54  million. 

Perhaps  aware  that  the  world  may 
not  provide  an  infinite  supply  of 
suckers,  Hughes  wanted  to  unload 
some  of  his  shares.  But  in  March, 
afi;er  Herbalife's  stock  collapsed,  he 
put  off  a  plan  to  dump  about  a  third 
of  his  holdings  on  the  public. 

Contributing  to  Hughes'  woes, 
Herbalife's  chief  counsel  and  legal 
attack  dog,  David  Addis,  quit  in 
January.  Before  packing  up,  he 
reportedly  bellowed  at  Hughes,  "I 
can't  protect  you  anymore."  Addis, 
who  says  he  wants  to  spend  more 
time  with  his  family,  chuckles  and 
claims  attorney-client  privilege. 

Trouble  on  the  home  front,  too. 
On  a  recent  conference  call  with  dis- 
tributors, Hughes  revealed  he's 
divorcing  his  wife,  Suzan,  whose 
beaming   and   perky  image   adorns 
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much  of  Herbalife's  literature. 

Meanwhile,  in  a  lawsuit  that's  been 
quietly  moving  through  Arizona's 
Superior  Court,  former  Herbalife  dis- 
tributor Daniel  Fallow  of  Sandpoint, 
Idaho  charges  that  Herbalife  arbitrar- 
ily withholds  payment  to  distributors 
and  marks  up  its  products  over  seven 
times  the  cost  of  manufacturing. 
Fallow  also  claims  Hughes  wanted  to 
use  the  Russian  mafia  to  gain  entry  to 
that  nation's  market. 

Fallow  himself  is  no  angel,  but  his 
lawsuit,  which  was  posted  on  the 
Internet,  brought  out  other  com- 
plaints. Randy  Cox  of  Lewiston,  Idaho 
says  Herbalife  "destroyed  my  busi- 
ness" after  he  and  his  wife  complained 
to  the  company  that  they  were  being 
cheated  out  of  their  money  by  higher- 
ups  in  the  pyramid  organization. 

Will  Hughes  survive  again?  Don't 
count  on  it  this  time.  IH 


What  goes  up  comes  down 
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Total  retail  sales  ($mil) 
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France 
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Japan 
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Herbalife's  foreign  sales  usually  surge 
and  tlien  collapse.  Is  Japan  next? 


The  much-vaunted  Piano  Real 

only  postpones. the  Brazilian  currency  crisis. 


Will  Brazil  be  next? 


autopil 
Witt 


By  Steve  H.  Hanke 


On  July  2,  less  than  three  years 
after  Mexico's  peso  crisis,  Thailand 
was  forced  to  devalue  its  currency, 
the  baht,  setting  in  motion  financial 
turmoil  throughout  Southeast  Asia. 
Quite  clearly  the  International  Mon- 
etary Fund  hasn't  a  clue  how  to  pre- 
vent currency  crises. 

Who's  next.'  Brazil  is  a  likely  candi- 
date. Almost  everyone  agrees  that  the 
real  is  overvalued,  by  am'\\'here  from 
10%  to  as  much  as  25%.  Brazil's  cur- 
rent-account deficit  is  relatively  large, 
at  4.5%  of  GDP,  and  it  is  growing. 
Although  this  situation  is  dangerous, 
I  think  Brazil  is  safe  from  a  currency 
crisis  for  another  12  months  or  so, 
until  after  its  1998  elections. 

On  July  1,  1994  Brazil  installed 
the  Piano  Real,  which  pegged  die  real 
to  the  U.S.  dollar,  similar  to  the  way 
Mexico's  peso  was  pegged  to  the 
dollar  before  December  1994.  Today 


Favella,  a  shantytown  near  Rio 

Will  the  roof  fall  in  on  the  economy? 


the  real  trades  at  1.10  to  the  dollar. 

The  Piano  Real  has  been  a  smash- 
ing success  so  far.  With  confidence  in 
the  national  money  restored,  Brazil's 
annual  inflation  has  fallen  from  over 
2,600%  in  1994  to  about  5%  today.  If 
the  real's  peg  holds,  President  Fer- 
nando Henrique  Cardoso  will  be  a 
shoo-in  in  the  presidential  elections 
scheduled  for  October  1998. 

But  this  only  postpones  the  prob- 
lem. As  the  examples  of  Mexico  and 
Thailand  showed,  pegged-currency 
regimes  like  the  Piano  Real  are  prone 
to  balance-of-payments  crises. 

There  are  three  kinds  of  exchange 
rates:  pegged,  floating  and  fixed.  The 
U.S.  and  Germany  have  floating 
rates;  Hong  Kong  and  Argentina 
have  fixed  rates. 
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Under  floating  rates,  monetary 
policy  is  set  by  a  central  bank  and  the 
exchange  rate  is  allowed  to  float  on 
autopilot. 

With  a  fixed-rate  regime,  a  curren- 
cy board  fixes  the  exchange  rate,  and 
monetary  policy  automatically  ad- 
justs. If  the  current-account  deficit 
shoots    up,    money    supply 
automatically  tightens  to  cool 
the  economy  and  mo\x  the 
current  account  back  toward  a 
balance.  It  works  like  the  old 
1 1  gold  standard,  only  with  re- 
\^  serves  in  U.S.  dollars,  rather 
|i  than  in  gold. 

The  important  point  to 
remember  is  that  both  float- 
ing- and  fixed-rate  regimes  are 
free-market  mechanisms  in 
which  there  cannot  be  con- 
flicts between  exchange-rate 
and  monetary  policies.  That's 
why  balance-of-payments 
crises  don't  occur  with  these 
systems. 

Now  look  at  Brazil's  Piano 
Real  and  other  pegged-cur- 
rency  regimes.  With  pegs,  the 
central  bank  sets  both 
exchange  rate  and  monetary 
policies.  There's  no  way  for 
market  forces  to  automatically 
adjust  the  economy  toward 
equilibrium. 

Inevitably,  pegged  rates 
result  in  fijndamental  contra- 
dictions between  the  exchange  rate 
and  the  domestic  money  supply. 
When  the  contradictions  start  to 
appear,  the  speculators  show  up.  This 
was  the  case  with  Mexico  in  1994, 
and  Thailand  and  other  Southeast 
Asian  countries  this  summer. 

The  contradiction  in  Southeast 
Asia  was  this:  Their  pegged  exchange 
'  rate  policies  required  high  interest 
rates  to  defend  the  pegs;  on  the  other 
hand,  the  high  interest  rates  sucked  in 
hot  money,  which  kept  their 
economies  booming  and  their  cur- 
rent accounts  large. 

The  speculators  knew  something 
had  to  give,  and  something  did. 

Going  into  the  1998  elections, 
Brazil's  Cardoso  will  defend  the  real's 
peg.  He  has  no  choice.  Permitting 
the  real  to  be  devalued  would  risk  re- 
igniting  inflation,  which  could  cost  . 
him  the  election. 


But  after  the  elections,  watch  out. 
Right  now  the  central  bank  is 
squeezing  the  economy  and  keeping 
the  real  strong  with  supertight  mon- 
etary policy  and  punishingly  high 
interest  rates,  currently  1.6%  per 
month.  But  with  Cardoso  back  in 
office  the  central  bank  will  be  forced 


to  loosen  up.  He  will  not  be  able  to 
cut  government  spending  because 
under  Brazil's  constitution  it  is 
almost  impossible  to  control,  and  so 
with  lower  interest  rates  the  current- 
account  deficit  will  shoot  up — and 
the  George  Soros  types  will  be 
shooting  fish  in  a  barrel.  ^M 


MARKETS 


Suddenly  bonds  are  hot.  Salomon  Brothers 
is  big  in  bonds.  Smart  move,  Sandy. 


Who  says  bonds 
ai*e  boring? 

By  Matthew  Schifrin 

Amidst  the  endless 
chatter  in  the  media 
about  the  acquisition 
of  Salomon  Inc.  by 
Sanford  Weill's  Trav- 
elers Group,  few  com- 
mentators noticed  the 
significance  of  the  tim- 
ing of  the  deal.  Sal- 
omon is  a  bond  house. 
In  recent  weeks  bonds 
have  become  hot. 

Forbes  was  the  first 
to  report  (Sept.  8)  that 
Warren  Buffett  had 
bought  $10  billion 
worth  of  zero  coupon 
Treasury  bonds  for  his 
Berkshire  Hathaway — 
an  outfit  that  rarely 
buys  bonds  in  quantity. 

Since  Buffett  took 
his  stake,  long  Trea- 
surys  have  fallen  about 
20  basis  points,  to  a 
current  6.4%  level.  That 
could  mean  a  $160  mil- 
lion profit  so  far  on  his 
zeros. 

Buffett  is  not  the 
only  one  bullish  on  bonds.  Public 
money  has  been  pouring  into  bond 
hands  at  a  net  rate  of  over  $1  billion 
per  week — double  the  rate  from  a 
year  ago. 

That  surge  may  prove  temporary. 
Or  it  may  not. 

Investors  cannot  have  failed  to 


Travelers  Group  Chairman  Sanford  Weill 
He'll  look  like  a  genius  if  bonds  go  up. 


notice  that  stocks  selling  at,  say,  25 
times  earnings  provide  an  earning 
yield  of  just  4%,  while  there  are  plenty 
of  good  bonds  that  yield  7%  and  up. 
In  buying  Salomon,  Sandy  Weill  of 
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RETAIL 


Barbie,  Mattel's  female  phenom, 
seems  to  be  showing  her  age. 


Satii]*ation  Bai*bie? 


Berkshire  Hathaway's  Warren  Buffett 
Another  bond  bull,  with  new  liquidity. 


Travelers  Group  gets  a  huge  portfo- 
lio of  fixed-income  securities — over 
$100  billion  in  government  and  cor- 
porate debt  as  of  June  30. 

While  there's  no  way  of  telling 
how  much  of  this  portfolio  is 
hedged,  there  is  no  denying  that 
60%  to  70%  of  the  company's  rev- 
enues come  from  debt  underwriting 
and  fixed  income  sales  and  trading. 

Salomon  does  a  lot  of  trading  in 
its  huge  fixed  income  inventory — 
and  bond  trading  is  generally  more 
profitable  when  interest  rates  are 
falling  than  when  interest  rates  are 
rising. 

This  is  due  in  part  to  the  phenom- 
enon of  "positive  carry."  By  buying 
long-term  bonds  and  borrowing  at 
short-term  rates  to  buy  them,  a 
bond  trader  makes  a  net  interest  rate 
spread.  With  every  drop  in  short 
rates  that  spread  widens. 

This  could  make  Weill's  purchase 
look  very  good,  very  fast.  During 
strong  bond-market  years  like  1993, 
when  interest  rates  declined  more 
than  150  basis  points  over  the  course 
of  the  year,  the  firm  had  record 
pretax  earnings  of  $1.5  billion.     Hi 
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By  Gretchen  Morgenson 

Mattel  sells  125  different  kinds  of 
Barbie  dolls.  Hula  Hair  Barbie, 
Harley-Davidson  Barbie,  Bubbhn' 
Mermaid  Barbie  and  Workin'  Out 
Barbie  are  four  of  the  newer  models. 

Saturation  Barbie  may  be  next. 

A  knowledgeable  industry  source 
says  sales  of  Barbie  and  her  attendant 
gear — clothing,  cars,  pets,  homes, 
and  CD-ROMS — are  down  11%  so  far 
this  year  at  Toys  "R"  Us.  As  the 
nation's  biggest  toy  retailer,  with 
1,100  toy  stores  worldwide.  Toys  is 
very  much  an  industry  bellwether. 
The  retailer  accounted  for  22%  of 
Mattel's  sales  last  year. 

Barbie  is  by  far  Mattel's  biggest 


■business:  Last  year  the  brand  gener- 
ated $1.7  biUion  in  sales,  almost  40% 
of  total  revenues  of  $4.5  billion. 
Sales  of  Barbie  and  her  parapherna- 
lia increased  21%  in  1996  from  the 
year  earlier.  Not  just  a  doll — a  jug- 
gernaut. When  the  juggernaut  slows, 
Mattel  slows. 

Overall  revenues  in  the  first  six 
months  were  up  just  4%.  Growth  has 
definitely  slowed  from  the  happy  days 
of  1994  and  1995  when  revenues 
gained  19%  and  14%,  respectively.  One 
problem:  Mattel  is  very  multinational 
and  the  strong  dollar  is  pummeling 
Mattel's  international  sales,  which 
accounted  for  almost  60%  of  pretax 
profit  in  1996.  In 
the  first  half  of 
1997  overseas  rev- 
enues fell  6%. 

Mattel  says  that 
Barbie  sales  are 
up  15%  this  year. 
If  so,  other  retail- 
ers may  be  com- 
pensating for  the 
Toys  "R"  Us 
slowdown.  A 
healthy  Christmas 
at  Toys  could  pull 
Barbie  out  of  her 
slump.  They're 
keeping  their  fin- 
gers crossed  at 
Mattel's  El  Segun- 
do,  Calif  head- 
quarters. Early 
indications  are 
Happy  Holidays 
Barbie — the  first 
one  ever  as  a  bru- 
nette— is  doing 
well.  But  with 
Mattel's  stock  at 
around  $33,  or  24 
times  trailing 
earnings,  there's 
an  awftil  lot  riding 
on  a  stylish  little 
brunette.  ^ 
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It  may  never  happen,  but  if  you  receive  sliares  in  a 
spinoff,  you  could  be  sued  years  later. 

A  spino£f  that  bounced 


By  Susan  Adams 

In  July  1994,  72-year-oId  Chinese 
immigrant  Grace  Wong  received  a 
densely  written  legal  document  in  the 
mail.  "Dear  Defendant,"  it  began — 
never  a  promising  start.  Attached  was 
a  summons  and  complaint  from  a  law- 
suit in  the  U.S.  Bankruptcy  Court  in 
Colorado. 

The  papers  mentioned  two  stocks 
Wong  had  once  owned,  and  included 
terms  like  "fraudulent  conveyance." 
The  papers  said  Wong  faced  unspeci- 
fied financial  liability'.  Wong,  who  lives 
in  a  suburb  of  Rochester,  N.Y.  with 
her  ailing  husband,  had  no  idea  what 
it  all  meant. 

She  soon  found  out.  Turns  out  that 
one  of  the  stocks  she  had  owned, 
Dallas-based  restaurant  holding  com- 
pany Integra,  filed  for  Chapter  1 1  in 
1992.  Four  years  earlier  Integra  had 
spun  off  its  restaurant  division,  Show- 
Biz  Pizza  Time,  Inc.  Investors  like 
Wong  received  ShowBiz  shares.  Integ- 
ra's creditors  claim  the  spinoff  was  a 
fraudulent  scheme  to  shield  the  com- 
pany's profitable  holdings. 

The  creditors  want  shareholders  to 
cough  up  the  value  of  the  supposedly 
ill-gotten  stock.  Wong  had  owned 
2,488  ShowBiz  shares  worth  $5.50  a 
share,  or  $13,684,  at  the  time  of  the 
spinoff.  But  she  can't  even  remember 
when  she  sold  the  shares  or  for  how 
much.  (ShowBiz  shares  once  rose  as 
high  as  $30.) 

This  May  Wong  got  hit  by  anodier 
•bombshell:  She  learned  that  a  settle- 
ment proposal  was  on  the  table.  Under 
it  she  will  owe  $7  a  share,  or  a  total  of 
$17,416.  Some  7,000  other  investors 
are  in  the  same  boat. 

What's  going  on  here?  In  an  effort 
to  manage  a  case  with  so  many  defen- 
dants, U.S.  Bankruptcy  Court  Judge 
Patricia  Ann  Clark  certified  the  law- 
suit as  a  defendants'  class  action,  a 
highly  unusual  arrangement.  In  the 
vast  majority  of  class  actions  the  class 
is  formed  on  the  plaintiffs'  side. 
Judge   Clark  also  refused  to  give 


settle.  Wong  and  the  other  sharehold- 
ers can  still  object  to  the  settlement. 
But  experts  in  fraudulent  conveyance 
law  say  it's  unlikely  they  can  success- 
fully challenge  the  legal  theory  on 
which  the  lawsuit  was  based. 

The  firmly  rooted  principle  dates 
back    to    a    16th-century    English 
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Investor  and  Innocent  victim  Grace  Wong 

Under  a  settlement  plan  her  lawyer  didn't  approve,  she  could  owe  over  $17,000. 


anyone  the  option  to  remove  himself 
from  the  class. 

In  addition.  Judge  Clark  ruled  that 
she  wanted  to  hear  from  only  one 
defense  attorney,  Frank  Huntington  of 
the  Boston  firm  of  Hutchins,  Wheeler 
&  Dittmar.  Huntington  represents  the 
Fidelity  Capital  Appreciation  Fund, 
the  defendant  who,  at  10%,  had  the 
largest  stake  in  ShowBiz. 

After  losing  an  early  motion  to  dis- 
miss the  case  last  year.  Fidelity  took  a 
look  at  the  potentially  huge  cost  of 
protracted  litigation  and  decided  to 


statute.  In  a  seminal  1601  case,  an 
Englishman  named  Pierce,  trying  to 
dodge  his  debts,  secretly  transferred 
the  title  to  his  sheep  to  a  friend. 
Because  the  transfer  had  been  fraudu- 
lent, Pierce's  creditor  was  able  to  nail 
the  friend. 

Applying  that  theory,  the  creditors 
here  argue  that  debt-dodger  Integra 
gave  away  the  shares  without  getting 
fair  value  in  return.  So  they  can  now 
go  after  the  shareholders  who  received 
the  property.  The  law  doesn't  care 
whether  the  recipient  intended  to  par- 
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ticipate  in  the  alleged  fraud. 

Wong  and  other  shareholders  may 
have  more  luck  with  a  due  process 
argument.  Her  lawyer,  I.  Walton 
Bader  of  White  Plains,  N.Y.,  says  he's 
planning  to  fight  the  settlement  on 
Fifth  Amendment  grounds,  arguing 


that  Judge  Clark  deprived  Wong  and 
other  shareholders  of  the  right  to  be 
represented  in  the  early  proceedings 
by  their  own  attorneys.  But  like  Fideli- 
ty, Wong  may  decide  it's  not  worth 
the  fight. 
At  a  time  when  stock  spinoffs  are 


increasingly  popular,  should  investors 
now  fret  about  being  sued  years  after 
they  receive  spinoff  shares.^  Times 
won't  always  be  as  prosperous  as  they 
are  today,  and  there  will  be  a  lot  more 
bankruptcies. 

Don't  rule  it  out.  ^M 


TRENDS 


The  latest  in  trendy  sportswear: 
politically  correct  baseball  caps. 


P.G.  nostalgia 

By  Kelly  Barron 

Fashion  is  going  through 
a  retro  stage,  and  when 
retro  wear  turns  progres- 
sive, then  you've  really 
got  something.  Witness 
the  popularity  of  the  San 
Francisco-based  Blue 
Marlin's  nostalgic  Negro 
Leagues  baseball  hats. 

The  caps,  which  go  for 
as  much  as  $38,  are  the 
rage  among  the  Holly- 
wood set.  Rocker  Bruce 
(the  Boss)  Springsteen, 
arty  actress  Mia  Farrow 
and  model  Cindy  Craw- 
ford have  been  spotted 
wearing  Blue  Marlin  caps. 
"They  just  fly  off  the 
shelf,"  coos  a  saleswoman 
with  Santa  Monica's  styl- 
ish Fred  Segal  Hats. 

Logos  from  the  Negro 
Leagues       have       been 
around  since  the  1880s, 
long  before  Jackie  Robinson  broke 
baseball's   color   barrier   in    1947, 
and    other   companies    made    caps 
bearing  the  logos.  But  it  took  Erik 
Stuebe,  31,  to  exploit  their  pofitical 
implications. 

To  make  the  company's  caps  more 
marketable,  he  uses  cotton  twill 
instead  of  wool,  as  in  the  original 
caps.  Blue  Marlin  caps  have  an 
adjustable  leather  strap  and  don't 
need  a  precise  fit,  like  the  kind 
Satchel  Paige  wore.  To  get  that  fash- 
ionable curve  on  the  hat's  bill,  one  of 
Stuebe's  employees  pre-bends  the 
bill  on  each  cap  before  shipping. 

The  caps  come  with  tags  celebrat- 
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Blue  Marlin 
President  Erik 
Stuebe  with 
designer 

Francoise  Sejourne 
"They  just  fly  off 
:he  shelf." 


ing  the  accomplishments  of  the 
Negro  Leaguers.  Stuebe  also  exploits 
liberal  chic  with  hats  from  Latin 
American  Leagues.  His  brochure 
shows  Fidel  Castro  pitching  for  the 
Cuban  military  Barbudos  (Bearded 
Ones)  of  the  Cuban  League. 
You  probably  won't  find  Blue 
Marlin  products  at  your 
nearest  souvenir  shop. 
They  sell  in  trendy  places 
like  Urban  Outfitters  and 
San  Francisco's  edgy  Set- 
temezzo.  "The  customer 
that  buys  the  Chicago 
Bulls  and  Dallas  Cowboys 
isn't  our  customer,"  brags 
Stuebe. 

What   Stuebe   doesn't 
brag  about  to  his  liberal 
clientele  is  that  he  uses 
nonunion  labor  to  make 
the  caps,  which  cost  about 
$8.70  each,  giving  Blue 
Marlin  margins  of  40%. 
And  he  would  just  as  soon 
not  have  them  know  that 
since  most  of  the  logos  are 
in  the  public  domain,  he 
avoids   paying   licensing 
fees.  In  lieu  of  royalties, 
he  donated  $10,000 
to  nine  of  the  sur- 
viving   veterans 
of    the     Negro 
Leagues  last  year. 
That's  just  6.3% 
of  Blue  Marlin's 
revenues  of  $3.2 
million. 

A  Harvard  M.B.A. 
who      started      Blue 
Marlin  Corp.  three  years 
ago,  Stuebe  and  designer 
Francoise  Sejourne  are  broad- 
ening Blue  Marlin's  product 
line.  What's  next?  They  expect 
to     bring     out     a     line     of 
unwashed  denim  jeans  and 
jackets.  Just  what  the  world  needs: 
pohtically  correct  blue  jeans.  §■ 
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brand  names 
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len  it  comes  to  bourbon,  the  first  name  on  everyone's  lips  is  the 
nd  that's  #1  worldwide.  Jim  Beam.  Now  there's  another.  Booker 
e- Jim  Beam's  grandson  and  Master  Distiller  Emeritus.  He 
lated  Booker's,  the  ultra-premium  small-batch  bourbon  that 
inched  a  new  category.  A  category  led  by  Beam's  #1  best-selling 
ob  Creek.  These  are  the  bourbons  of  connoisseurs. 

Booker's  formula  may  be  secret,  but  ours  isn't.  It's  our  unique 
snd  of  great  brands.  Like  Jim  Beam,  Titleist,  Foot-Joy,  Cobra, 
jen.  Master  Lock,  Day-Timer,  Swingline  and  ACCO.  Backed  by 
)re  than  a  dash  of  great  marketing,  great  financial  resources 
d  great  people. 

Fortune  Brands  is  determined  to  be  one  of  the  world's  most 
ccessful  consumer  products  companies.  Already,  we're  fast 
coming  the  toast  of  Wall  Street.  Because  we  have  the  right  spirit. 
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Right  on  the  tip 
of  your  tongue? 
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BRANDS 


www.fortunebrands.com  /  Shareholder  Direct  (800)  310-5960 


Morningslar  ratings  are  on  an  overall  basis  and  are   ^  ol  6/30/97.  They  are  awarded  to  non-money  market  funds  with  at  least  3  years  of  performance.  Of  the  73  Federated  funds  l 
classes  eligible  for  ratings,  9  received  5  stars,  28  rect  \  d  4  btars,  and  28  received  3  stars.  •  Momingstar  proprietary  ratings  reflect  historical  risk-adjusted  performance.  They  are 
ject  to  change  every  month.  Past  performance  is  no  guarantee  of  future  results.  Ratings  are  calculated  from  the  funds'  3-,  5-  and  10-year  average  annual  returns  in  excess  of  90  k 


FEDERATED 

THE    ROAD   YOU    SHOULD    BE    ON. 

42 

Our  years  of 
experience  managing  money. 

89 

The  percent  of  our 

rated  funds  that  receive 

3,    4  or  5  stars  from  Morningstar. 

13 

The  years  of  experience 
our  fund  managers  average. 


With  nearly  $120  billion  in  assets,  and  seruice 

rated  *1  hy  DALBAR,  Federated  can  help  you 

reach  your  financial  destination.  To  learn  hotv, 

call  1-800-341-7400.  You  will  receive  more  complete 

information,  including  a  prosftectus,  which 

you  should  read  carefully  before  investing. 


Federated  ["J  Investors 

Iry  bill  returns  witti  appropriate  fee  adjustments,  and  a  risk  factor  <hat  reflects  fund  performance  below  90-day  T-bill  returns.  Ttie  top  10%  of  funds  in  a  rating  universe  receive  5 
l:he  next  22.5%  receive  4  stars,  and  ttie  next  35%  receive  3  stars.  •  Federated  Investors  was  ranked  #1  by  registered  representatives  for  overall  marketing  support  in  the  1995 
l\R  Broker/Dealer  Survey.  •  Federated  Securities  Corp.,  Distributor 


The  collapse  of  Sondhi  Limthongkurs  publishing  empire 
parallels  the  collapse  of  the  Thai  economic  boom. 

Too  much, 
too  soon 


By  Justin  Doebele 

Want  to  understand  the 
economic  crisis  that  buffets 
Thailand,  and  Southeast  Asia  in 
general?  Study  the  case  of 
Sondhi  Limthongkul.  With  his 
master's  in  history  from  Utah 
State,  he  returned  to  Bangkok 
and  his  wealthy  family  in  the 
early  1980s  and  began  publish- 
ing small  trade  magazines  and 
local  newspapers. 

In  1983  he  started  his  first 
business  magazine,  Phu  Jad 
Karn  ("Manager,"  in  Thai). 
This  caught  the  beginning  of 
Thailand's  long  economic 
boom.  On  the  side  Sondhi 
became  a  successful  stock 
market  speculator  and  report- 
edly netted  $60  million  when  the 
Thai  market  doubled  within  an  eight- 
month  period  in  late  1993. 

Like  his  country,  Sondhi  was  on  a 
roll.  He  moved  beyond  Thailand  with 
his  publishing  ventures,  plowing  his 
stock  market  winnings  into  his  grow- 
ing media  business.  He  started  a 
glossy  monthly  business  magazine, 
Asia,  Inc.,  in  1992  and  a  daily  paper, 
Asia  Times,  in  1995.  English-language 
publications,  they  were  aimed  at  the 
whole  of  Asia,  where  an  English- 
speaking  business  elite  was  growing 
fast.  Sondhi  was  soon  in  direct  com- 
petition with  Dow  Jones  &  Co.'s 
weekly  Far  Eastern  Economic  Review 
and  its  daily  Asian  Wall  Street  Journal. 

"Is  there  a  rule  that  says  Anglo- 
Saxons  have  a  monopoly  on  transbor- 
der  media.^"  Sondhi  demanded  last 
year  at  the  time  of  the  Asia- Pacific 
Economic  Cooperation  summit  in 
Manila.  He  portrayed  himself  as  an 
exemplar  of  the  new  Asian  business- 
man, an  entrepreneur  unafraid  of 
giants  like  Dow  Jones  and  News  Corp. 


Sondhi  Limthongkul,  founder,  Manager  Media  Group 

The  Sun  King  until  Thailand's  woes  put  out  the  light. 


In  his  pubhcations  Sondhi  stressed 
an  "Asian  point  of  view,"  which 
emphasizes  regional  sensitivity  on 
issues  such  as  human  rights  and  intel- 
lectual property.  Tending  to  his  image, 
he  didn't  hesitate  to  hire  first-class 
Western  talent:  Anthony  Paul,  a  long- 
time Reader's  Digest  editor  in  Asia; 
David  DeVoss,  Time\  former  South- 
east Asian  bureau  chief;  Doug  Tsuoro- 
ka,  the  Far  Eastern  Economic  Review's 
ex-Malaysia  correspondent;  Uwe  von 
Parpart,  a  well-connected  German 
economist  and  former  Swarthmore 
professor.  Asia,  Inc.  and  Asia  Times 
began  to  vAn  reputations  for  bringing 
fresh,  often  hard-hitting  perspectives 
and  exclusive  news  to  the  region.  Early 
on  Asia,  Inc.  tackled  the  taboo  topic  of 
the  Thai  military's  role  in  business. 
Asia  Times  broke  the  story,  later  picked 
up  worldwide,  of  U.S.  POWs  left 
behind  in  North  Korea  after  the  war. 

Asia,  Inc.  burned  through  at  least 
$60  million  before  breaking  even  this 
year.  Asia  Times  m  18  months  of  exis- 
tence Slicked  up  as  much  as  another 


$60  milhon.  Sondhi's  holding  com- 
pany. Manager  Media  Group,  which 
he  took  public  in  1990,  lost  a  cumu- 
lative $30  miUion  in  1994  and  1995. 
As  with  his  country,  a  good  part  of  his 
prosperity  was  on  the  come. 

Self-confidence  gave  way  to  hubris. 
In  1993  Sondhi  decided  to  build  a 
chain  of  three-star  hotels  in  remote 
parts  of  China — an  interesting  idea, 
perhaps,  but  it  diverted  capital  and 
management  resources  away  from  a 
media  business  that  was  not  yet 
throwing  off  cash. 

In  the  same  year  Sondhi  got 
involved  in  a  complex  hostile 
takeover  of  Thai  electronics 
company  svi.  The  next  year  he 
embarked  on  a  $630  million 
project  to  build  a  huge  cement 
plant  in  Vietnam.  Next  came  a 
scheme  for  an  antique  fiirni- 
ture  trading  business. 

"It  was  like  being  in  the 
court  of  the  Sun  King,"  says 
Peter  Kennedy,  the  former 
publisher  of  Asia,  Inc.  and 
Asia  Times  who  quit  earlier 
this  year  after  working  at 
Sondhi's  side  for  seven  years. 
"He  was  blind  to  good  advice 
and  surrounded  himself  with 
charlatans  and  soothsayers." 
In  late  May  the  Bank  of  Thailand 
unpegged  the  Thai  baht  from  the 
U.S.  dollar.  The  baht  collapsed, 
taking  with  it  Thailand's  overlever- 
aged  property  developers  and  banks 
and  many  of  Sondhi's  readers  and 
advertisers.  Sondhi  had  no  reserves  to 
see  him  through.  Asia  Times  shut 
down  in  late  June.  Asia,  Inc.  staffers, 
unpaid  for  weeks,  were  surprised  last 
month  by  a  bailiff  who  took  the 
inventory  of  the  magazine's  offices  as 
collateral  against  $1.3  milHon  in 
unpaid  rent.  Asia,  Inc.^s  managers  are 
beUeved  to  have  completed  a  deal  to 
buy  the  magazine  from  Sondhi. 

Most  of  his  smaller  pubhcations 
have  been  sold  whole  or  in  part.  A 
sateUite-TV  venture  that  was  to  have 
challenged  Murdoch's  Star  TV  is  on 
the  block.  Sondhi  himself  is  said  to  be 
thinking  things  over  in  a  Buddhist 
monastery  outside  Bangkok. 

He's  still  just  49,  and  we  suspect  he 
will  make  some  kind  of  a  comeback, 
as  wWl  Thailand  itself.  But  next  time, 
hold  the  hubns.  ^M 
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Safe.  Reliable. 

Outstanding  Performance. 

No,  It's  Not  A  Volvo. 


lather  than  bore  you  with 
statistics  like  zero  to  60  in  5.2  seconds 
or  the  abihty  to  stop  on  a  dime,  lot's  talk 
about  some  really  impressive  numbers. 
Like  helping  28  million  families  aftord 
homes  and  posting  an  outstanding 
record  of  financial  performance. 

At  Fannie  Abe,  we  have  achieved 
a  decade  of  steady  earnings  growth 
in  a  wide  variety  of  interest  rate 
environments.  And  our  debt  securities 
offer  innovation  coupled  with  returns 
on  callable  debt  that  historically 
have  outperformed  Treasuries  ot 
similar  duration. 

We're  also  the  largest  issuer  of 
.  mortgage-backed  securities.  Their 
consistency  and  liquidity  are  unrivaled 
throughout  the  industry. 

Qll  us  at  1-800-368-7092  for  a  copy 
of  our  1996  annual  report.  Or  visit  our 
Web  site  at  w^vw.fanniemae.com  for 
more  information.  Unless,  of  course, 
you'd  rather  read  up  on  mpgs  and  rpms. 


COMMON  CALIABLEDEBI 
STOCK       SECURITIES 
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The  new  Ciba  Specialty  ChemicalsW 


Additives 

Every  day  we  transform  products  and 
substances  into  thousands  of  applications 

Consumer  Care 

worldwide.  Now  we've  transformed 

Performance 

ourselves  into  an  exciting  new  breed  of 

Polymers 

company.  Like  every  natural  evolution  it 

Pigments 

has  happened  with  good  reason. 

Textile  Dyes 

Ciba  Specialty 

Ch 

emicals 

Ciba  Specialty  Chemicals  has  developed 
to  anticipate  and  meet  customers'  changing 
needs,  now  and  into  the  next  century. 
We  are  already  generating  sales  in  117  global 
markets,  but  we're  looking  even  further 
afield.  Our  new  company  is  flexible, 
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lA/ingspan:  117  world  markets. 


agile  and  quick  to  react.  By  specializing 
in  five  key  areas  of  expertise,  we  will 
constantly  deliver  the  brightest  solutions 
to  every  fresh  challenge.  We're  investing 
more  and  more  in  research  and 
development  so  expect  to  see  ever  greater 


heights  of  innovation  wherever  you 

•v. 

see  the  sign  of  the  butterfly.  For  more 

m  ■ 

information  on  the  company  that's 

.y  .V    .•• 

transforming  the  specialty  chemical 

m^^. 

sector,  fax  +  1  914  785  2211  or  visit  our 
Website  at  http://www.cibasc.com 

Ciba 

im^ 

Value  beyond  chemistry 
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American  schoolkids  score  relatively  well  through  fourth  grade. 
Why  do  they  lag  so  badly  in  subsequent  years? 

Glaiming  ci'edit  where 
no  ciredit  is  due 


By  Peter  Brimelow 

Bill  Clinton  got  a  lot  of  publicity'  this  summer  when 
he  claimed  credit  for  American  fourth-graders'  second- 
place  ranking  in  science,  as  measured  by  the  Third  Inter- 
national Mathematics  and  Science  Study  (TIMSS).  The  pre- 
vious year,  American  eighth-graders  came  in  seventeenth. 
"There  are  a  lot  of  people  who  never  believed  that  U.S. 
children  would  score  in  the  top  two  in  the  world  on  an}' 
of  these  tests,"  Mr.  Clinton  reportedly  said.  "Now  they 

know  they  were  wrong." 
320  -,  Bunk,  says  Barbara  Lerner  of  Chicago- 

based  Lerner  Associates,  public 
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policy  consultants.  American  fourth-graders  have  always 
done  about  this  well  on  international  tests,  Lerner  points 
out.  Where  they  do  badly  is  where  it  really  matters — as 
17-year-olds — at  the  end  of  the  K-12  educational  process. 

"Older  students  resist,"  Lerner  says.  And  American 
educators  apparentiy  don't  want  to  oppress  them.  Some- 
where between  the  fourth  grade  and  graduation,  Ameri- 
can students  tend  to  fall  behind. 

According  to  naep,  the  National  Assessment 
of  Educational  Progress  (see  chart 
below),    U.S.    17-year-olds 

White  (math) 


White  (science) 


-#  White  (reading) 


NAEP  test  scores 

(17-year-olds) 


,^9        Hispanic  (math) 


Black  (math) 


Hispanic  (science) 

Hispanic  (reading) 
Black  (reading) 

Black  (science) 


There  has  been  no  real  surge  in  avei^ 
age  student  achievement.  The  rebound 
after  the  1963-1980  "Great  Decline" 
may  be  exaggerated  because  federal 
testing  started  too  late. 


70  71        73        75        77  '80 

Sources:  U.S.  Department  of  Education;  National  Center  for  Education  Statistics. 
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Profits 


Teamwork  increases  productivity. 


90%  of  American  workers  spend  at 
least  part  of  their  day  in  a  team  situ- 
ation, yet  only  about  halffeceived 
any  formal  teamwork  training.* 


Our  training  improves  company  profitability  by 
strengthening  teamwork  to  increase  employee 
productivity. 

We  instill  the  confidence  and  self-esteem  that 
enables  incli%iduals  to  build  trust  in  themselves  for 
enhanced  leadership,  selling  and  interpersonal  skills. 

Because  the  motivation  is  intrinsic,  teams  turn 
ideas  into  actions,  productivity  rises  and  achieve- 
ment is  continuous.   Everyone  wins  ...  your 
employees  achieve  their  professional  and  personal 
best,  your  customers  get  better  service  and  your 
company  keeps  growing  stronger. 


30  proven  ways  to  increase  employee  performance, 

Our  practical  skills  development  elicits  quantifiable 
results,  like: 

Mutual  respect  to  enhance  teamwork 
Selling  skills  to  build  relationships 
Leadership  skills  to  promote  accountability 
Time  management  to  increase  productivity 
Effective  communication  for  improved  relations 

Call  1-800-231-5800  ext.  202  today  for  more  informa- 
tion or  visit  our  Website  at  http://www.dale-carnegie.com 


Dale  Carnegie  « 
Training 


♦Based  on  national  suneys  conducted  by  Dale  Carnegie  Training. 
Copyright®  1997  Dale  Carnegie  &  Associates,  Inc.  All  rights  reserved. 


Recognized  by  the  American  Council  on  Education  and  accredited  in  the  U.S. 
and  Canada  by  the  Accrediting  Council  for  Continuing  Education  &:  Training. 
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score  about  the  same  or  slightly  below  the  levels 
of  knowledge  in  science,  math  and  reading 
achieved  nearly  30  years  ago.  Recently,  scores 
have  basically  been  moving  sideways. 

The  NAEP  scores  do  represent  a  rebound 
from  the  1970s,  when  achievement  levels 
were  falling  sharply — a  dark  episode  in 
American  education  history  that  has  been 
called  "The  Great  DecUne." 

"But  NAEP  only  began  gathering  data 

when  the  decline  was  well  under  way," 

says  Lerner.  "So  today's  17-year-olds  are 

still  probably  below  the  levels  of  the 

early  1960s." 

Minority  scores  in  some  areas  have 

actually  rebounded   better   than 

white  scores.  But  they  still  lag  sig- 

nificandy.  And  there  have  been 

some  recent  retreats. 

The    lack    of   real 
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Source:  Education  at  a  Glance,  1995,  OECD. 


Note;  Public  education  only. 

"Estimated  as  the  unweighted  average  of  primary  and 

secondary  per-pupil  spending.  tl993. 
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Source;  Education  at  a  Glance.  1996,  OECD. 


Secondary        College  /  University 


Note:  Public  and  private  education. 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 
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progress  comes  m 
spite  of  the  huge 
sums  that  the  edu- 
cational establishment 
has  been  extracting  from 
the  American  taxpayer.  The 
U.S.  spends  a  higher  proportion  of 
its  GDP  on  K-12  education  than  the 
Organization  for  Economic  Cooper- 
ation and  Development  (oecd)  aver- 
age and  many  industrialized  countries 
(see  chart,  upper  left).  (We  threw  in  Korea 
because  it  and  Japan  tied  for  first  place  in 
the  recent  TIMSS  study. ) 

And  because  the  U.S.  economy  is  so 
much  larger,  this  translates  into  a  massive 
excess  of  per-pupil  spending.  Conversely, 
Korea's  per-pupil  spending  is  at  a  striking- 
ly low  level. 

To  some  extent,  higher  per-pupil 
spending  is  inevitable  in  the  indus- 
trialized world  because  higher  living 
standards  bid  up  higher  labor  costs. 
But  most  industries   compensate 

with  higher  productivity. 
OECD  average       ^^^  j^.,^  ^^^  -^^j.  ^.j^^  amount  of 

U.S.  education  spending  but  the  dis- 
tribution that  is  extraordinary  (see 
chart,  lower  left).  For  example,  the 
Germans  spend  almost  as  much  per  pupil 
on  early  childhood  and  secondary  educa- 
tion. But  neither  they  nor  the  Koreans  put 
anything  like  the  same  resources  into  col- 
lege students.  Do  Americans  go  to  college 
to  learn  what  Germans  and  Koreans  are 
taught  earlier!'  WM 
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,TH  OUR  rOLlCYHOLDERi  WI  ARE  ENGAGED  IN  A  GREAT  MUTUAL  ENTERPRISE    IT  IS  GREAT  BECAUSE  IT  SEEKS  TO  PREVENT  CRIPPLING  INIURIES  AND  DEATH  BY  REMOVING  THE  CAUSES  OF  HOME,  HIGHWAY  AND  WORK  ACCIDENTS   IT 


JL/ouisa  has  never  taken  a  spill  on  the  job  because  of  the  safety  precautions  her 
employer  learned  from  Liberty  Mutual.  At  our  research  center  we  study  the  connection 
between  shoes,  floor  surfaces  and  slippery  hazards  like  water  and  grease.  By  investigating 
your  safety  concerns  we  can  recommend  a  plan  that  can  help  lower  your  workers 
compensation  costs,  and  ensure  that  Louisa  lives  a  safer,  more  secure  life. 
5^     There'll  more  information  we'd  like  to  dhare.  So  please  call  John  Ryan  » /vRr^ivf -f 

MUTUAL 

at  (617) 574-5842  or  fijit  our  web,)ite  at  http:l/www.libertymutuaLcom      T^lig  freeao/n    /  7  '/^  rV^ 
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Sara  Lee's  plan  to  outsource  manufacturing  has 
Wall  Street  cheering.  Wall  Street  has  a  short  memory. 

Been  there, 
tried  that 


By  Gretchen  Morgenson 

Just  a  few  years  shy  of  his  retire- 
ment, John  H.  Bryan  Jr.,  the  60-year- 
old  chairman  of  Sara  Lee  Corp.,  was 
trying  to  figure  out  a  way  to  get  his 
company's  shares  running  with  the 
bulls.  This  would  require  doing 
something  dramatic — something 
trendily  dramatic. 

Accordingly,  in  mid-September 
Bryan  announced  that  Sara  Lee 
would  henceforth  outsource  most  of 
its  products  and  concentrate  on 
building  the  brand  franchises.  No 
more  meatpacking  plants  and  textile 
mills.  Anyone  could  make  things. 
Sara  Ixe  would  concentrate  on  mar- 
keting ix.s  pound  cake.  Coach  hand- 
bags. Champion  sweatshirts,  Ball 
Park  franks,  Wonderbras  and  L'Eggs 
panty  hose. 

Pointing  to  Phil  Knight's  Nike  as 
his  inspiration — Nike  doesn't  make 
shoes,  it  designs  and  sells  them — 
Bryan  said:  "Slaughtering  hogs  and 
running  knitting  machines  are  busi- 
nesses of  yesterday." 

Wall  Street's  Amen  Corner 
cheered.  Sara  Lee  shares  rose  14%  on 
the  announcement,  and  they  have 
continued  to  climb,  to  a  52-week 
high  of  $52.  The  company's  shares 
are  now  trading  at  more  than  25 
times  trailing  earnings,  well  above  die 
S&P  500  price/earnings  multiple  of 
almost  18. 

We  hate  to  spoil  the  part)',  but  out- 
sourcing is  no  wonder  drug.  Sara  Lee 
tried  it  once  before  on  a  limited 
scale — and  bombed.  In  1993  Bryan 
tried  just  such  a  strategy  with  Aris- 
Isotoner  gloves,  one  of  his  conglom- 
erate's most  profitable  brands. 

Bryan  had  identified  the  glove  divi- 
sion, with  annual  sales  of  $220  mil- 


60 


lion,    as    ripe    for    dramatically 
higher  growth.  It  was  already 
very  profitable — operating  prof- 
its were  around  $35  million,  or 
15%  of  sales.  Aris  had  grown 
dramatically  from  the  $6  mil- 
lion in  sales  the  family  enter- 
prise was  generating  when 
Sara    Lee    bought    it    in 
1969.  By  the  early  1990s 
Aris-Isotoner  had  won 
75%  of  the  department- 
store  market. 

Bryan     was     con- 
vinced     he      could 
double   glove   sales 
and  profits  within 
five  years.  He 
brought  in 
a  new 
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management  team,  led  by  Coach 
Leatherware  veteran  Lew  Frankfort. 
Frankfort  dosed  Aris-Isotoner's 
highly  productive  glove  factory  in  the 
Philippines. 

Axis'  Manila  plant  was  a  crown 
jewel  of  the  glove  business.  Highly 
skilled  labor  there  had  been  turn- 
ing out  27  million  pairs  of  gloves 
a  year  at  such  low  cost  that  even 
factories   in   China   couldn't 
compete.  Lari  Stanton,  senior 
vice  president  of  privately 
held      Fownes      Brothers 
Gloves,  was  head  of 
Aris-Isoton- 
er    for    34 
years.     He 
says:   "The 
plant      in      the 
Philippines  couldn't 

U~w  be  duplicated.  So  many 
of  the  people  had  been 
there  15  years;  they 
were  so  skilled.  It  was 
the  low-cost  producer 
in  the  world." 
As  it  turned  out,  the 


Qotsourcmg 
manufacturing  is 
no  panacea.  It 
ruined  one  of 
Sara  Lee's  most 
profitable  brands, 
Aris-Isotoner. 
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Stock  price  (7/1/97-9/26/97) 


(Ratio  scale) 


Sara  Lee  shares  spike  on  restructuring  news 
Suddenly,  a  stock  Wall  Street  can  love. 


"low-cost"  contractors  Frankfort 
chose  to  replace  the  in-house  pro- 
duction ended  up  costing  between 
10%  and  20%  more.  Managers  found 
they  couldn't  turn  around  orders  as 
quickly  as  before.  Worst  of  all,  the 
contractors  were  producing  lower- 
quality  goods. 

Aris-Isotoner's  sales  plunged. 
Three  presidents  and  four  years  later, 
the  glovemaker's  sales  had  fallen  in 
half,  to  $1 10  million.  By  1997  oper- 
ating losses  had  totaled  $120  million, 
and  Sara  Lee  had  invested  over  $  1 00 
million  to  keep  the  company  afloat. 

Executives  were  imported  from 
other  Sara  Lee  divisions — the  bakery 
group,  the  ladies'  lingerie  division 
and  the  toy  group.  Nothing  worked. 
A  promising  business  had  been 
wrecked.  This  June  Aris-Isotoner  was 
virtually  given  away  to  Bain  Capital, 
a  private  equity  investment  firm  in 
Boston.  The  price?  For  a  company 
that  had  once  been  worth  $350  mil- 
lion, Sara  Lee  shareholders  recovered 
just  some  preferred  stock  in  a  new 
company  called  Totes- Isotoner. 

John  Bryan  wasn't  available  for 
comment  on  the  parallel  between  the 
glove  fiasco  and  his  latest  decision  for 
the  company  as  a  whole.  Sara  Lee's 
spokesman,  Jeffrey  Smith,  says  that 
comparing  the  Aris-Isotoner  business 
to  meatpacking  and  textiles  is  "apples 
and  oranges."  Aris  did  not  produce 
the  raw  materials  for  its  gloves,  he 
argues;  it  simply  added  value  to  the 
raw  material. 

How's  that  again?  ^ 
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POLO  RALPH  LAUREN  STORES 


MADISON  AVENUE 

MANHASSET 

BEVERLY  HILLS 

PALO  ALTO 

SAN  FRANCISCO 

NAPLES 

ATLANTA 

CHICAGO 

KANSAS  CITY 

LAS  VEGAS 

SHORT  HILLS 

DALLAS 

VI/ASHINGTON,  D.C. 

OAK  BROOK 


LONDON 


TOKYO 


FINE  SPECIALTY  STORES 


BARNEYS-NEW/  YORK 

SAKS  FIFTH  AVENUE 
NEW  YORK,  SAN  FRANCISCO,  HOUSTON 

NEIMAN  MARCUS 
SHORT  HILLS,  TROY 

LOUIS  OF  BOSTON  •  BOSTON 

WAYNE  EDWARDS  •  PHILADELPHIA 

KILGORE  TROUT  -CLEVELAND 

THOMAS  MILLER  •  LONG  ISLAND 

RUBENSTEIN  BROTHERS  •  NEW  ORLEANS 

METTLERS  •  SARASOTA    ~ 

BOUTIQUE  DASLU  -SAO  PAULO 

HOLT  RENFREW  -TORONTO 

KRAM6ERG  -BERLIN 

BARDELLI'S  •  MILAN 
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Emerging  markets  -  who  knows  what  penis  may 
be  lurking  there? 

Uncertain  regulatory  climates.  Political  risks. 
Cross-border  finance  and  tax  implications.  The 
way  is  often  uncertain,  the  waters  turbulent. 

Take,  for  example,  InterGen's  $210  million 
TermoEmcali  gas-fired  power  generating  facility  in 
Colombia.  The  project  was  fraught  with  uncertainty, 
and  hip-deep  in  regulatory  complexity. 

Dresdner  Kleinwort  Benson  took  the  initiative, 
shaping  a  bold  new  approach  to  financing. 

In  a  surge  of  precedents,  we  introduced  the  first 
Rule  144A-financed  power  project  in  Colombia.  We 
were  also  instrumental  in  combining  a  number  of 
project  credit  facilities,  along  with  the  longest-term 
project  bond  issued  in  Colombia  to  date. 

Additionally,  we  provided  a  standby  commit- 
ment to  bndge  the  144A,  a  reassurance  that 
financing  would  be  available,  despite  the  unpre- 
dictability of  some  Latin  American  markets. 

These  innovations  generated  enough  investor 
confidence  to  move  the  project  forward.  Enough 
money  to  see  it  through.  And  enough  flexibility  to 
maintain  a  clear  course  through  the  changing 
regulatory  environment. 

Dresdner  Kleinwort  Benson:  In  emerging 
markets,  we  can  make  the  difference.  Between 
success  -  and  becoming  part  of  the  food  chain. 
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Quick— what's  the  trendiest  bottled  beverage  today? 

A  monster 
beverage  event 


By  Robert  Lenzner 


Take  a  walk  around  New  York  ~ 
City  on  a  warm  weekend  after- 
noon and  observe  what  people  are 
drinking.  Coca-Cola?  Starbucks 
coffee?  A  can  of  beer?  All  these, 
but  by  far  the  greatest  number  of 
people  are  quaffing  plain  aqua 
from  plastic  bottles.  Bottled  water, 
which  used  to  be  available  only  in 
health  food  stores,  can  now  be 
found  in  supermarkets  and  conve- 
nience outlets,  on  pushcarts  and  at 
newsstands. 

Bottled  water  is  the  fastest- 
growing  beverage  category  in  the 
U.S.  "Water  has  expanded  from  a 
tap  water  substitute  into  the  bev- 
erage arena,"  says  Gary  Lamont, 
marketing  vice  president  at 
McKesson  Water  Products  Co.,  a 
division  of  McKesson  Corp.,  a 
supplier  of  health  products. 
"What  used  to  be  just  for  the 
upper  elite  is  now  a  monster  bev- 
erage event." 

As  one  might  expect  from  a 
consumer  economy,  people  aren't 
drinking  water  just  from  the  tap. 
They  are  buying  the  stuff.  Paying 
handsomely,  too.  A  large  bottle  of 
S.Pellegrino — a  favorite  mineral 
water  among  the  hip,  well-heeled 
crowd — costs  $1  to  $1.25  whole- 
sale. At  Gotham  Bar  &  Grill,  one 
of  New  York  City's  top  restau- 
rants, the  same  bottle  costs  $6.25. 
Quite  a  markup. 

"People  are  willing  to  pay  $3  for 
a  cappuccino  coffee,  sometimes 
more  than  once  a  day.  So  why  not 
pay  $1.50  for  water?"  asks  William 
O'Donnell,  president  of  SanPelle- 
grino  USA. 

If  switching  to  plain  water  isn't 
necessarily  easy  on  the  American 
pocketbook,  it  promises  to  do  some 
thing  for  die  American  waistline.  Bot- 
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tied  spring  water  has  no  calories,  no 
additives,  no  sugar.  Some  of  it  carries 
calcium,  magnesium,  potassium  and 
sulfates  needed  by  the  body. 

A  lot  of  people  think  the  bottled 
stuff  tastes  better.  Publicity  over 
rusty  urban  water  pipes  and  scares 
about  contamination  from  animal 
feces  have  scared  many  people.  They 
object  to  the  taste  of  chemicals  hke 
the  chlorine  necessary  to  purify  city 
water  systems. 


'  I      The  International  Bottled  Water 
fe  Association  suggests  that  a  200- 
I  pound  person  doing  moderate 
^  activity  should  drink  88  ounces  of 
"  water  a  day.  The  association  may     " 
be  a  suspect  source,  but  the  fact  is 
that  it  is  almost  impossible  to 
drink   too   much   water.   That's 
more  than  you  can  say  of  compet- 
ing beverages. 

Compared  with  soft-drink  sales 
of  about  $30  billion,  the  $3.4  bil- 
lion botded  water  business  is  small 
change,  but  it  is  growing  at  an 
annual  rate  of  9%.  In  1976  Ameri- 
cans consumed  on  average  1.5  gal- 
lons of  botded  water;  by  last  year 
this  had  grown  to  11  gallons.  In 
Europe  the  figure  averaged  out  to 
19  gallons  per  head. 

Large  companies  like  Nestle  have 
gotten  the  message.  Among  its 
holdings,  the  Swiss  food  giant  owns 
Perrier  and  ten  American  brands, 
including  Poland  Spring  and 
Arrowhead.  All  together,  Perrier 
Vittel  S.A.  has  some  27%  of  the 
U.S.  market.  Suntory  Water  Group, 
the  U.S.  arm  of  the  giant  Japanese 
brewing  company,  is  also  growing 
through  acquisition.  McKesson,  and 
Great  Brands  of  Europe — part  of 
Groupe  Danone,  the  French  food 
giant — are  major  factors,  too. 
PepsiCo's  already  got  an  entry, 
Aquafina.  Rumors  abound  about 
Coke  joining  in. 

If  you  want  a  pure  play  in  bottled 
water,  there's  Vermont  Pure,  a  small 
regional  company.  Based  in  Ran- 
dolph, Vt.,  it  is  selling  at  around  $2  a 
share  in  the  over-the-coimter  market. 
"In  three  years  we've  gone  from  $6.5 
million  sales  and  a  $4  milHon  loss  to 
over  $17  million  sales  and  making 
money,"  says  Timothy  Fallon,  presi- 
dent and  chief  executive  officer.    ^ 
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Quick— what's  the  trendiest  bottled  beverage  today: 

A  monster 
beverage  event 


By  Robert  Lenzner 

Take  a  walk  around  New  York 
City  on  a  warm  weekend  after- 
noon and  observe  what  people  are 
drinking.  Coca-Cola?  Starbucks 
coffee?  A  can  of  beer?  All  these, 
but  by  far  the  greatest  number  of 
people  are  quaffing  plain  aqua 
from  plastic  bottles.  Botded  water, 
which  used  to  be  available  only  in 
health  food  stores,  can  now  be 
found  in  supermarkets  and  conve- 
nience oudets,  on  pushcarts  and  at 
newsstands. 

Bottled  water  is  the  fastest- 
growing  beverage  category  in  the 
U.S.  "Water  has  expanded  from  a 
tap  water  substitute  into  the  bev- 
erage arena,"  says  Gary  Lamont, 
marketing  vice  president  at 
McKesson  Water  Products  Co.,  a 
division  of  McKesson  Corp.,  a 
supplier  of  health  products. 
"What  used  to  be  just  for  the 
upper  elite  is  now  a  monster  bev- 
erage event." 

As  one  might  expect  from  a 
consumer  economy,  people  aren't 
drinking  water  just  from  the  tap. 
They  are  buying  the  stuff.  Paying 
handsomely,  too.  A  large  botde  of 
S.Pellegrino — a  favorite  mineral 
water  among  the  hip,  well-heeled 
crowd — costs  $1  to  $1.25  whole- 
sale. At  Gotham  Bar  &  Grill,  one 
of  New  York  City's  top  restau- 
rants, the  same  bottle  costs  $6.25. 
Quite  a  markup. 

"People  are  willing  to  pay  $3  for 
a  cappuccino  coffee,  sometimes 
more  than  once  a  day.  So  why  not 
pay  $1.50  for  water?"  asks  William 
O'Donnell,  president  of  SanPelle- 
grino  USA. 

If  switching  to  plain  water  isn't 
necessarily  easy  on  the  American 
pocketbook,  it  promises  to  do  some- 
thing for  the  American  waistline.  Bot- 
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ded  spring  water  has  no  calories,  no 
additives,  no  sugar.  Some  of  it  carries 
calcium,  magnesium,  potassium  and 
sulfates  needed  by  the  body. 

A  lot  of  people  think  the  botded 
stuff  tastes  better.  Publicity  over 
rusty  urban  water  pipes  and  scares 
about  contamination  from  animal 
feces  have  scared  many  people.  They 
object  to  the  taste  of  chemicals  like 
the  chlorine  necessary  to  purify  city 
water  systems. 


S      The  International  Botded  Water 
i  Association  suggests  that  a  200- 
I  pound  person  doing  moderate 
^  activity  should  drink  88  ounces  of 
water  a  day.  The  association  may 
be  a  suspect  source,  but  the  fact  is 
that  it  is  almost  impossible  to 
drink   too   much  water.   That's 
more  than  you  can  say  of  compet- 
ing beverages. 

Compared  with  soft-drink  sales 
of  about  $30  biUion,  the  $3.4  bU- 
lion  botded  water  business  is  small 
change,  but  it  is  growing  at  an 
annual  rate  of  9%.  In  1976  Ameri- 
cans consumed  on  average  1.5  gal- 
lons of  botded  water;  by  last  year 
this  had  grown  to  11  gallons.  In 
Europe  the  figure  averaged  out  to 
19  gallons  per  head. 

Large  companies  like  Nesde  have 
gotten  the  message.  Among  its 
holdings,  the  Swiss  food  gjant  owns 
Perrier  and  ten  American  brands, 
including  Poland  Spring  and 
Arrowhead.  All  together,  Perrier 
Vittel  S.A.  has  some  27%  of  the 
U.S.  market.  Suntory  Water  Group, 
the  U.S.  arm  of  the  giant  Japanese 
brewing  company,  is  also  growing 
through  acquisition.  McKesson,  and 
Great  Brands  of  Europe — part  of 
Groupe  Danone,  the  French  food 
giant — are  major  factors,  too. 
PepsiCo's  already  got  an  entry, 
Aquafina.  Rumors  abound  about 
Coke  joining  in. 

If  you  want  a  pure  play  in  bottled 
water,  there's  Vermont  Pure,  a  small 
regional  company.  Based  in  Ran- 
dolph, Vt.,  it  is  selling  at  around  $2  a 
share  in  the  over-the-counter  market. 
"In  three  years  we've  gone  from  $6.5 
million  sales  and  a  $4  million  loss  to 
over  $17  million  sales  and  making 
money,"  says  Timothy  Fallon,  presi- 
dent and  chief  executive  officer.    ^M 
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All  smiling  right  now. 
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The  only  convertible  that  matters. 


When  we  designed  the  C5  Corvette;  we  began 
with  the  simple  goal:  to  build  a  comfortable  and 
extremely  solid  car,  period,  whether  it's  a  convert- 
ible or  coupe.  In  our  mind,  the  fifth  generation 
would  not  be  a  success  unless  we  made  a  world- 
class  sports  car  that  just  happens  to  be  a  convertible. 


(The  C5  was  designed  without  a  roof  from  the  outset,  so  we  1 
could  build  a  world-class  sports  car  that's  also  a  convertible.  J 

The  C5  design  started  from  ground  zero  as  a 
convertible,  not  a  coupe.  It  seemed  the  obvious 
way  to  prevent  ride  and  handling  from  becom- 
ing a  casualty  of  top-down  freedom.  At  the  same 
time,  we  didn't  want  to  compromise  the  true 
spirit  of  a  sports  car  by  making  it  too  civilized. 
This  would  not  be  one  of  those  cases  when  the 
convertible  is  merely  a  design  afterthought. 


Maintaining  Structural  Integrity  We  didn't  want 
this  car  suffering  from  any  of  the  ride  setbacks 
most  convertibles  have.  One  concern  was  how  to 
avoid  cowl  shake,  a  common  side  effect  of  remov- 
ing a  car's  roof.  So,  we  replaced  the  48-piece  frame 
rails  with  twin  seamless  hydroformed  tubes.  The 
frame  of  the  C5  is  now  450  percent  stiffer  than  that 
of  its  predecessor  This  structure  didn't  require  the 
weight-adding  reinforcements  typical  of  most  con- 
vertibles. You'll  notice  the  difference  in  its  rigidity; 
cowl  shake  has  been  virtually  eliminated,  even  in 
the  absence  of  a  structural  crossover  bar. 

Naturally,  the  revolutionary  design  qualities  of 
the  '97  coupe  are  found  in  the  convertible.  Its  sus- 
pension was  designed  for  touring  and  handling. 
Vibrations  and  road  noise  are  minimal,  thanks  to 
the  balsa  wood,  cored  composite  floor.  The  rear- 
mounted  transmission  means  better  weight  dishib- 
ution  and  increased  interior  room.  Because  of  the 
structure,  handling  is  secure  and  easy. 

Engine  and  Performance  Beneath  the  hood  is  an 
all-aluminum  small-block  V8.  It  delivers  more 
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torque  (350  Ib.-ft.)  and  horsepower  (345)  than  its 
iron  predecessor  but  weighs  44  pounds  less. 
Basically,  we  packed  more  power  into  a  more 
compact  urut.  We  were  able  to  keep  the  hood  low, 
dramatically  improving  driver  visibility. 

More  than  any  previous  Corvette,  the  newest 
generation  is  a  high  performance  sports  car  that 
also  feels  like  a  very  expensive  touring  sedan. 
This  car  is  a  quick  learn  because  of  its  nimble 
handling.  You  can  easily  take  it  from  zero  to  sixty  t 


est! 


{Design  attributes  like  the  nostalgic  waterfall  make   1  I 
the  new  C5  immediately  recognizable  as  a  Corvette.  J  [j 


in  4.7  seconds  (manual  transmission).  Steering  is 
extremely  responsive  and  forgiving;  the  ride  is 
capable  and  predictable.  In  short,  there's  nothing 
difficult  about  it. 

The  Next  Coroette  The  C5  Convertible  is  a  truly 
remarkable  structure,  with  unprecedented  stiffness. 
It  looks  great  and  feels  even  better  (especially  whew 
the  weather  cooperates).  Frankly,  the  convertible 
Vette  is  without  equal.  The  first  time  you  eye  one 
on  our  showroom  floor,  you'll  understand  why 


Call  1-800-950-2438  or  visit  www.chevrolet.com 

©1997  GM  Corp.  Buckle  up,  America!  'S" 
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Novel  concept:  A  government  should  honor  its  promises.  It  will  make  for  an  inter- 
esting lawsuit  involving  the  100,000  tons  of  nuclear  waste  that  are  sitting  around. 

Honor  a  contract.^ 


) 


Who,  me: 


By  Stephan  Herrera 

The  U.S.  government  is  about  to 
become  embroiled  in  the  world's 
largest  contract  dispute  ever.  Poten- 
tial damage  claim:  $100  billion. 

What's  going  on?  Fifteen  years  ago 
the  Department  of  Energ)'  agreed  that 
beginning  Feb.  1,  1998  it  would  start 
to  take  possession  of  some  100,000 
metric  tons  of  spent  radioactive  tiicl 
rods  that  have  been  piling  up  at 
electric  power  utilities. 

All  that  glow-in-the-dark  garbage 
is  currently  stored  at  73  utility- 
owned  reactor  sites  in  34  states.  Over 
the  past  15  years  the  utilities  have 
paid  the  Energ\'  Department  $13.5 
billion  on  the   layaway  plan.  That 
money,  which  came  out  of  ratepayers' 
pockets,  was  supposed  to  be  used  to 
build  a  nuclear  waste  repository. 

Nobody  really  knows  where  all  the 
money  went,  but  the  only  thing  the 
Energy  Department  has  to  show  for 
its  efforts  so  far  is  a  5 -mile -long 
tunnel  drilled  into  Nevada's  Yucca 
Mountain.  This  potential  repository 
is  not  far  from  the  site  where  some 
700  atomic  bombs  have  been  deto- 
nated over  the  past  50  years. 

With  no  storage  bays  in  place  or 

12 -foot-thick  concrete-and-steel  walls 

.built,  the  government  says  it'll  be  15 

years  before  it  can  accept  any  hot 

stuff  at  Yucca  Mountain. 

Thus  it  clearly  can't  begin  moving 
any  spent  fuel  rods — which  remain 
radioactive  for  20,000  years — by  the 
contract  deadline  next  February. 

Now  what.'  If  the  guilty  party  in 
such  a  breach  of  contract  were  a  pri- 
vate corporation,  it  would  be  sued, 
and  it  would  lose  the  suit.  When  the 
guilty  party  is  a  sovereign  power,  the 
question  gets  a  little  more  complicat- 
ed. How  can  the  government  be 
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forced  to  play  by  the  rules  when  it 
has  the  power  to  change  the  rules? 
Example:  If  the  government  agrees  to 
pay  so  much  on  military  contracts, 
and  tl\en  wants  to  shortchange  the 
contractors,  all  it  has  to  do  is  enact  an 
"excess  profits"  tax.  If  municipalities 
in  the  state  of  Washington  want  to 
welsh  on  utility  contracts  backing  a 
bond  issue,  they  can  arrange  for  state 
courts  to  let  them  get  away  with  it. 

With  the  Yucca  Mountain  reposi- 
tory unready,  couldn't  the  govern- 
ment simply  start  hauling  the  rods  to 
other  sites,  such  as  those  already  used 
to  store  nuclear  waste  from  weapons 
manufacture? 

No,  says  the  government;  we  don't 
have  the  authority  to  do  that.  How 
come?  Energy  has  already  argued  in 
court,  with  hairsplitting  logic,  that 
because  Yucca  Mountain  isn't  ready 
yet,  it  has  no  authority  to  pick  up  the 
waste  or  do  anything  with  it. 


The  utilities  are  planning  to  sue. 
Says  Brent  Brandenburg,  assistant 
general  counsel  at  Consolidated 
Edison  in  New  York,  "We  tlilly  expect 
that  there  will  be  default  as  of  Feb.  1, 
1998.  Legal  claims  will  follow.  If 
investors  don't  insist  that  we  do  so, 
[state]  regulatory  agencies  will." 

Steven  Rosenthal,  an  attorney  in 
Washington,  D.C.  who  has  argued 
and  won  several  cases  against  the 
Federal  Government  for  breach  of 
contract,  says  he  is  working  with  sev- 
eral potential  litigants  in  the  nuclear 
waste  case.  Jay  Silberg,  another  big 
lawyer  in  town,  is  preparing  com- 
plaints for  many  utility  clients. 

Damages?  In  a  breach  of  contract 
suit,  you  should  be  able  to  win  what 
it  would  cost  to  hire  a  third  party  to 
fulfill  the  contract — which  could 
mount  to  $100  billion  in  this  case. 
Good  luck  collecting,  or  even  getting 
a  reftind  of  the  $13.5  billion.         ^ 
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uttid  the  wallpaper 


Cantor  Fitzgerald  Chief  Howard  Lutnick 
A  master  of  the  universe — for  now. 


From  Cantor 
Fitzgerald's 
lOSth^loor 
offices 

Howard  Lutnick 
chases  global 
ambitions— 
but  there's 
a  slightly  sour 
odor  emanating 
from  his 
brokerage  house. 
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By  Thomas  Jaffe 

36,  Howard  Lutnick  is  the 
/OLingcst  chief  executive  of  a 
major  Wall  Street  firm.  From  his 
lofty  perch  on  the  105th  floor  of 
New  York's  One  World  Trade 
Center,  the  managing  general  partner  of 
Cantor  Fitzgerald,  L.P.,  can  peer  down  on 
the  lesser  skyscrapers  that  house  far  bigger 
and  better-known  brokerages.  Though  it 
dominates  the  brokering  of  U.S.  govern- 
ment bonds,  Cantor  is  no  Merrill  Lynch  or 
Morgan  Stanley,  Dean  Witter  Discover  or 
Goldman,  Sachs.  But  never  mind — Lutnick 
has  ambitions  as  towering  as  the  aerie  he 
occupies. 

Cantor  has  come  up  as  a  niche  player.  In  a 
single  day,  on  average,  $100  billion  in  U.S. 
government  debt  is  traded  through  brokers 
like  Cantor,  which  reigns  supreme  in  bro- 
kering long  bonds — 30-year  maturities.  It 
also  is  a  major  broker  for  other  segments  of 
the  Treasury  market.  Not  least,  it  supplies 
the  Treasury  bond  pricing  data  that  are  the 
bread  and  butter  of  Dow  Jones  &  Co.'s  elec- 
tronic information  service. 

Though  the  Cantor  partnership's  capital 
of  $185  million  is  only  a  pittance  compared 
with  Morgan's  $13  billion  or  Goldman's 
$5.8  billion  or,  soon,  the  $9  billion  of  Trav- 
elers' Salomon  Smith  Barney,  Lutnick  is 
expanding  Cantor  into  a  supermarket  of 
wholesale  brokerage  services  in  all  kinds  of 


67 


BRS^ 


If  your  IT  challenges  are  expanding  faster  than  your  staff,  you  should  be  looking 
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Bernie  Cantor  had  money  and  power.  Howard  Lutnick  wanted  them,  too.. 


fixed-income  paper,  foreign  ex- 
change, derivatives,  futures  and 
interest  rate  swaps.  And  it  is  in 
equities  with  institutional  sales  and 
trading.  Cantor  already  employs 
over  2,300  people — more  than  half 
of  them  at  its  New  York  headquar- 
ters, about  675  in  London. 

A  nondescript  man  of  average 
height  with  thinning  black  hair, 
Howard  Lutnick  has  come  a  long 
way  from  the  modest  home  on 
Long  Island,  where  he  grew  up  as 
one  of  three  children  of  a  college 
professor.  With  his  40th  birthday 
still  nearly  four  years  away,  Lutnick 
already  boasts  membership  on  the 
executive  board  of  the  Nasdaq  stock 
market  and  sits  on  the  board  of 
managers  of  his  alma  mater.  Haver- 
ford  College.  Lutnick,  his  lawyer 
wife  and  their  18 -month-old  son 
live  in  Manhattan's  showy  Trump 
Palace,  where  they  are  served  by  an 
English  buder. 

His  social  ambitions  match  his  business 
ambitions.  This  summer  the  Lutnicks  vaca- 
tioned at  the  ritzy  Grand  Hotel  du  Cap 
Ferrat  on  the  French  Riviera,  in  a  $42,000-a- 
week  villa. 


His  mentor 

Lutnick  bootstrapped  himself  from  obscurity 
by  being  useful  to  now-legendary  Wall 
Streeter  B.  Gerald  Cantor.  When  Bernie 
Cantor  died  last  summer,  at  79,  he  was 
buried  in  the  small  Los  Angeles  cemetery  in 
which  Marilyn  Monroe  lies.  His  fortune  was 
estimated  at  $500  million,  and  his  art  collec- 
tion was  world-famous  for  its  hundreds  of 
Rodin  sculptures. 

Cantor's  was  a  classic  rags -to -riches  tale. 
As  a  poor  teenager  in  the  Bronx  he  hawked 
hot  dogs  at  Yankee  Stadium.  He  quit  New 
York  University  to  become  a  broker,  served 
as  a  paratrooper  during  World  War  II  and  in 
1945  founded  his  own  securities  firm  in 
New  York.  But  it  was  in  Los  Angeles,  the 
entertainment  capital  of  the  world,  that  he 
made  his  mark,  numbering  Kirk  Douglas 
and  Zsa  Zsa  Gabor  among  the  clients  of  his 
Cantor  Fitzgerald  &  Co.  (Fitzgerald,  long 
gone,  was  an  early  associate.) 

Long  term  wasn't  Cantor's  snli .  He  kept 
moving  around,  looking  for  an  edge.  Arbi- 
trage was  his  real  love — small,  quick  profits 


Iris  and  Bernie  Cantor 
The  Park  Avenue- 
Beverly  Hills  high  life. 


Long  term  wasn't 
Cantor's  style.  He 
kept  moving 
around,  looldng 
for  an  edge. 
Arbitrage  was  his 
real  love— small, 
quick  profits  with 
little  or  no  risk. 


with  litde  or  no  risk.  Cantor  knew 
his  way  around  the  convoluted  tax 
code,  and  his  interpretation  of  its 
finer  points  made  him  a  master  of 
tax"  shelters,  straddles  and  other 
such  schemes.  Besides  collecting 
-  Rodins,  Cantor  collected  politi- 
cians. He  and  his  wife.  Iris,  were 
among  those  to  rent  a  room  for  the 
night  at  the  Clinton  White  House. 
Many  in  the  securities  industry 
are  like  Bernie  Cantor,  prowling 
about  for  an  edge,  but  Cantor 
broke  from  the  pack  of  edge-seek- 
ers in  1972.  The  equities  business 
was  crowded,  and,  save  for  the 
Nifty  Fifty,  equities  were  drooping. 
The  government  bond  market  was 
less  crowded  and — handily — less 
tightiy  regulated. 

Sensing  opportunity.  Cantor 
invested  about  $3  million  in  Tele- 
rate,  an  electronic  data  service  that 
disseminated  commercial  paper 
interest-rate  information.  He  also 
opened  Cantor  Fitzgerald  Securities  Corp., 
a  wholesale  broker-dealer  of  government 
securities  now  registered  separately  from  his 
Cantor  Fitzgerald  &  Co. 

The  way  the  government  securities  market 
had  worked  until  that  point  was  that  whole- 
sale brokers  like  Cantor  arranged  trades 
between  primary  dealers.  The  primary  deal- 
ers dealt  wdth  retail  customers — retail  being 
in  this  case  not  the  general  public  but  big 
institutions,  financial  houses,  large  hedge 
fiinds  and  the  Uke. 

There  are  currently  around  35  primary 
dealers,  mostly  huge  firms  like  Salomon, 
Merrill  Lynch  and  Lehman  Brothers.  Why 
do  they  need  wholesale  brokers?  To  cover 
their  tracks.  The  lion's  share  of  the  volume 
in  government  securities  comes  from  the  pri- 
mary dealers  trading  amongst  themselves.  If 
a  primary  dealer  is  liquidating  a  huge  posi- 
tion, it  doesn't  want  that  fact  known,  lest 
others,  smelling  a  huge  sell  order,  try  to 
crowd  ahead  of  it.  By  going  through  a 
wholesale  broker,  the  primary  dealer  expects 
anonymit}'. 

Enter  Cantor.  As  a  wholesale  broker, 
Bernie  did  what  his  rivals  hadn't  thought  of 
He  made  the  market  more  efficient  by 
putting  the  bids  and  offers  from  primary 
dealers  on  Telerate's  screen  network.  This 
made  the  market  more  transparent  but  pre- 
ser\ed  anonymit)'. 

Today  there  are  plenty  of  other  bond  quote 
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So  Lutnick  did  the  old  man's  bidding,  and  then  just  roiled  right  over  him... 


«! 


screens.  But  when  Cantor  first 
got  into  it,  Telerate  was  an 
innovation.  It  filled  a  gap. 
Through  the  Telerate  net- 
work of  screens  everyone 
could  see — more  or  less  in 
real  time — ^what  was  going  on 
in  the  Treasury  market, 
though  they  couldn't  see  the 
names  of  die  players.  Cantor's 
timing  was  exquisite.  Stocks 
were  soon  to  turn  dull,  and 
they  were  to  remain  so  for  a 
decade.  But  as  the  federal 
deficit  swelled,  the  govern- 
ment bond  market  boomed. 
Cantor  moved  in  deeper, 
soon  doing  business  directly 
with  larger  retail  customers  as 
well.  He  sold  his  controlling 
stake  in  Telerate  for  a  huge 
profit  in  the  early  1980s,  but  continued  to 
milk  it  by  charging  it  for  the  data  Cantor  sup- 
plied. Though  the  operation  turned  into  a  dis- 
aster for  Dow  Jones,  it  was  one  of  the  best 
things  that  ever  happened  to  Cantor. 

Bernie's  boy 

Into  this  lucrative  setup  stepped  young 
Howard  Lutnick  in  1983.  Whereas  Bernie 
had  dropped  out  of  college,  Lutnick  had  a 
degree  in  economics  fi"om  prestigious  Haver- 
ford.  But  just  a  bit  underneath  the  patina  the 
young  man  and  the  old  man  were  much 
alike.  Cantor  liked  the  kid.  When  he  was  just 
24,  an  age  when  many  young  people  are  still 
in  graduate  school,  Lutnick  was  trading  for 
some  of  Cantor's  personal  clients.  That  was 
in  1985. 

That  same  year  Cantor  let  Lutnick  start 
the  Investment  Strategies  Group  division  of 
Cantor  Fitzgerald  &  Co.  Cantor  was  moving 
ftirther  down  the  distribution  chain  in  the 
Treasury  market,  now  dealing  direcdy  with 
retail  customers  such  as  regional  banks, 
medium-size  businesses,  wealthy  individuals 
and  others. 

In  December  1990,  when  Lutnick  was 
only  29,  Cantor  named  him  his  second-in- 
command  and  designated  successor.  "Bernie 
wouldn't  hear  a  bad  word  about  the  kid," 
says  an  ex-Cantor  executive.  'Tf  you  pre- 
•.ntcd  him  with  evidence  that  Howard  had 
'^  ^ '  rhe  line,  he'd  say,  'Don't  worry.  He's 
'\' '11  learn.'" 

nself  had  not  been  the  victim, 


Howard  Lutnick  and 

Bernie  Cantor 

Cut  from  the  same  cloth? 


If  he  had  not 
been  the  victim, 
Bernie  Cantor 
might  weil  have 
admired  the  way 
Lutnicl(  grabbed 
control  of  Cantor 
Fitzgerald  as  his 
mentor  lay  dying. 


Bernie  Cantor  might  well 
have  admired  the  way  Lut-  ' 
nick    grabbed    control    of 
Cantor    Fitzgerald    as    his 
mentor  lay  dying. 

In  1990  Cantor,  in  his 
70s,  went  on  dialysis.  By 
1994  he  had  been  declared 
legally  blind.  Lutnick  con- 
vinced him  to  change  the 
firm  from  a  corporation  into 
a  partnership,  to  avoid 
double  taxation.  The  deal 
closed  in  September  1992. 

Cantor  had  started  with  a 
73%  stake,  but  he  and  his 
stylish  wife,  Iris,  took  out 
profits  to  finance  their  high 
living.  (By  the  time  Cantor 
died,  he  owned  just  47%.) 
The  partnership  structure 
still  gave  him  absolute  power;  though 
Bernie's  days  were  numbered,  Lutnick 
apparently  was  getting  antsy.  He  made  an 
ally  of  Stuart  Fraser,  Iris  Cantor's  nephew, 
naming  him  head  of  the  firm's  government 
securities  brokerage.  In  1995  Lutnick,  Fraser 
and  a  third  partner  tried  to  buy  out  the  Can- 
tors, but  Bernie  was  still  able  to  say  no. 

But  on  Jan.  2,  1996,  when  Bernie  Cantor 
had  been  put  on  life  support,  Lutnick  made 
his  move.  He  activated  die  five-member  inca- 
pacity committee  provided  for  in  the  part- 
nership agreement.  Three  members  voted  to 
take  the  reins  from  Cantor's  failing  hands; 
Iris  Cantor  and  the  fifth  member  abstained. 
Howard  Lutnick,  though  he  held  just  14%  of 
the  partnership,  was  now  the  boss. 

Iris  Cantor,  newly  in  charge  of  the  hold- 
ing company  through  which  Bernie  owned 
his  partnership  units,  was  furious.  Lutnick 
has  claimed  she  wanted  to  sell  the  firm.  Iris 
claimed  that  she  merely  wanted  a  sa\'  in  oper- 
ating it.  In  May  1996  they  went  to  Chancery 
Court  in  Delaware  to  have  it  out.  After  two 
days  they  settled.  Lutnick  won:  Iris  Cantor 
would  get  a  lot  of  money  but  have  no  voice 
in  running  die  firm.  Wlien  Bernie  was  buried 
two  months  later.  Iris  barred  Lutnick  from 
the  cemetery. 

A  master  of  the  universe 

If  Lutnick  grieved,  it  wasn't  for  long.  The 
weekend  after  his  mentor's  death,  Lutnick 
and  a  crowd  of  guests  celebrated  his  35th 
birthday  by  gambling  for  charity  at  New 
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Maybe  it's  to  present  that 

arduous  proposal  clenched 

tightly  in  your  hands.  Or  simply 

to  accept  an  award  earned  for  a 

lifetime's  work.  Whatever  your 

reason  for  flying,  you  have 

business  on  your  mind. 

And  the  fact  that  you  arrive 
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you're  going.  Which  is  why  we 

make  it  our  business  to  ensure 

getting  to  that  important  place 

is  as  smooth  as  possible. 
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But  try  as  he  must,  Lutnick  can't  get  out  from  under  his  mentor's  shadow. 
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Metropolitan 


York's 
Club. 

Lutnick  was  by  now — 
in  novelist  Tom  Wolfe's 
felicitous  phrase — a 
master  of  the  universe. 

What  gives  Lutnick 
and  the  firm  clout  in  an 
investment  world  domi- 
nated by  far  bigger  and 
more  respected  firms? 
Certainly  not  prestige. 
Its  clout  derives  fi-om  its 
highly  specialized  posi- 
tion. This  is  a  business  in 
which  margins  are  so 
thin  that  it  takes  real 
expertise  to  make  money 
on  them.  Lutnick  likes  to 
refer  to  it  as  "getting 
between  the  wall  and  the  wallpaper." 

The  wholesale  market  in  government 
securities  operates  in  price  increments  as 
small  as  ^As6  of  a  point,  which  translates  to 
$39.06  on  $1  million  worth  of  bonds.  In  the 
retail  market,  increments  typically  are  in  lii  of 
a  point,  translating  to  $312.50  per  million. 
Commissions.^  A  primary  dealer  that  trades 
through  Cantor's  wholesale  government 
securities  brokerage  operation  normally  pays 
a  commission  of  $30  per  $1  million.  The 
customers  of  Cantor's  retail  arm  would  pay 
a  minimum  commission  on  their  trades  of 
$39  per  million.  There's  not  a  lot  of  paste 
between  that  wallpaper  and  that  wall. 

There  is,  however,  a  hell  of  a  lot  of  wall 
and  wallpaper.  These  tiny  margins  are 
worth  pursuing  because  the  market  is  so 
huge.  In  a  market  where  $100  billion  a  day 
is  traded,  even  $30  per  $1  million  comes  to 
$3  million. 

If  you  can  wring  a  few  extra  pennies  on 
a  business  in  the  billions,  you've  got  real 
money.  Think  of  it  as  highly  sophisticated 
coin-clipping — a  clip  here,  a  clip  there, 
oft:en  so  tiny  as  to  be  unnoticed  across  tril- 
lions of  coins. 

Lutnick's  critics  say  he  has  not  always  been 
scrupulous  in  getting  between  the  wall  and 
t!^.c  wallpaper.  Here's  one  episode  about 
"  nich  Forbes  has  seen  the  relevant  docu- 
ments: In  the  late  1980s  a  U.S. /German 
outfit,  International  Participation  Corp.,  was 
running  investment  money  for  6,000  Euro- 

-■nn  mvestors,  mainly  Germans.  Indianapo- 

'"  ■    d  Vancorp  Financial  Ser\ices  took  on 

!  \Kement  of  $29  million  of  the  capi- 

■  D  opened  an  account  at,  among 


Home  at  the  Cantors 
Where  Lutnick  climbed 
and  climbed. 


If  you  can  wring  a 
few  extra  pennies 
from  a  business 
In  the  billions, 
you've  got  real 
money.  Think  of 
it  as  highly 
sophisticated 
coin-clipping. 


others.  Cantor  Fitzgerald 
&  Co.,  trading  mosdy  in 
Treasury  bonds  and 
over-the-counter  options 
on  Treasurys. 

From  late  May  to  Sep- 
tember 1989  the  Cantor 
account  lost  $3.1  million 
and,  elsewhere,  fiitures 
accounts  lost  $1.1  mil- 
lion, yet  Vancorp  collect- 
ed over  $4  million  in 
commissions  and  fees. 
When  Vancorp  returned 
the  IPC  funds  to  Ger- 
many that  fall,  only 
about  $17  million  of  the 
$29  million  was  left. 

So  complex  was  the 
bookkeeping — and  so 
convoluted  the  trail — that  it  took  until  May 
1994  for  the  Commodity  Futures  Trading 
Commission  to  file  a  complaint.  In  January 
1997  Cantor  agreed  to  pay  a  $500,000  fine 
to  setde  cftc  charges  that  it  had  assisted  in 
fraud. 

But  the  German  investors  are  still  suing 
Cantor  Fitzgerald  &  Co.  for  fraud  and 
asking  for  more  than  $7  million  in  damages, 
plus  three  times  that  in  punitive  damages. 
The  case  is  scheduled  to  go  to  trial  Nov.  18 
in  federal  district  court  in  Los  Angeles. 


Extracurricular  gains? 

Where  was  the  alleged  fraud?  The  suit  alleges 
Cantor  agreed  to  broker  Vancorp's  trades  for 
$156.25  per  $1  million  face  value  of  Trea- 
sury bonds  but  in  most  cases  collected 
almost  three  times  that.  It  also  alleges  that 
Cantor  acted  not  as  a  broker  but  as  a  dealer, 
without  disclosing  it  to  the  client.  Cantor 
denies  the  charges. 

Howard  Lutnick  personally  executed  Van- 
corp's orders.  His  trading  was  conducted 
through  three  inventories — H,  W  and  L — 
the  initials  for  Howard  William  Lutnick. 

Forbes  has  reviewed  trading  records  rele- 
vant to  the  case.  On  Aug.  4,  1989  for 
instance,  Cantor  made  a  $150,000  profit 
(before  commission)  on  a  trade  involving 
$20  million  of  long  bonds  that  it  purchased 
from  Vancorp  on  the  same  day.  In  a  trade 
this  size  the  straight  brokerage  commission 
due  Cantor  at  the  agreed-upon  $156.25-per- 
million  rate  would  have  been  just  $3,125. 
Did  Vancorp's  customers  get  full  value  for 
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A  lucrative  sideline 

At  the  center  of  share- 
holder dissatisfaction  with 
the  management  of  Dow 
Jones  &:  Co.,  publisher  of 
the  Wall  Street  Journal,  is 
its  troubled  Markets  unit, 
formerly  Telerate.  Dow 
Jones  has  invested  billions 
and  has  said  it  will  invest 
another  $650  million  in 
the  unit.  Far  and  away  the 
most  valuable  securities 
data  it  provides  its  sub- 
cribers  are  supplied  by 
Cantor  Fitzgerald. 

Since  he  started  manag- 
ing Cantor  Fitzgerald, 
Howard  Lutnick  has  nego- 
tiated and  renegotiated 
deals  with  Dow  Jones. 
Each  one  ups  the  ante  for 
the  publisher.  Dow  Jones 
currendy  pays  an  estimated 
S30  million  a  year  jointiy 
to  Cantor  and  to  Market 
Data  Corp.  (mdc),  whose 
majority  shareholder  is  now 
Bernie  Cantor's  widow,  Iris 
Cantor. 

The  basic  contract  with 
Dow  Jones  e.xpires  in 
2006 — at  which  time  Lut- 
nick could  yank  his  Trea- 
sury bond  pricing  data  and 
supply  it  to  a  higher  bidder. 
Dow  Jones,  however,  does 
not  have  exclusive  rights  to 
all  of  Cantor's  data.  In  Jan- 
uary 1993  Cantor/MDC 
signed  a  lucrative  contract 
giving  Reuters  sole  rights 
to  Cantor's  pricing  data  for 
foreign  fixed-income  secu- 
rities. The  data  are  sup- 
posed to  go  over  the 
Reuters  network  to  its 
thousands  of  subscribers. 

But,  like  Dow  Jones, 
Reuters  has  had  its  prob- 
lems with  Lutnick.  In  1995 
the  British  outfit  Reuters 
put  the  contract  into  arbi- 
tration, claiming 
Cantor/MDC  failed  to  pro- 
vide all  the  data  promised. 
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Say  this  for  Bernie — he  was  an  innovator.  Lutnick  is  not . . . 


their  bonds? 

Forbes  examined  hun- 
dreds of  transactions  in 
which  securities  were 
traded  between  Vancorp 
and  Cantor  Fitzgerald  & 
Co.'s  Investment  Strate- 
gies Group,  and  between 
ISG  and  other  entities, 
most  typically  Cantor 
Fitzgerald  Securities'  gov- 
ernment securities  broker- 
age. They  involved  some 
$4.75  billion  worth  of 
positions  and  included 
over  80%  of  Vancorp's 
trades  with  Cantor. 

Cantor  defends  its  out- 
sized  gains  on  these  trans- 
actions as  simple  reward- 
for-risk.  But  in  the  transactions  reviewed  by 
Forbes  Lutnick  lost  money  only  about  one 
time  in  ten.  Cantor's  take  from  the  trades  we 
examined  was  around  $2.8  million.  Close  to 
half  of  that  was  rung  up  in  four  house  inven- 
tories, almost  all  of  it  by  H,  W  and  L.  Lut- 
nick has  admitted  to  a  30%-to-40%  interest 
in  the  trading  profits  of  those  inventories. 
The  other  $1.5  million  or  so  was  credited  as 
gross  commissions  to  the  salesman  who  cov- 
ered the  Vancorp  account.  After  the  salesman 
took  his  cut  of  that  $1.5  million,  Lutnick  got 
a  big  chunk  of  what  was  left  over. 

The  Vancorp  account  yielded  profits  in 
other  ways.  Cantor  collected  over  $1.2  mil- 
lion of  net  interest.  There  were  foreign 
exchange  consulting  fees.  Commissions  were 
rung  up  when  house  inventories  sold  posi- 
tions acquired  from  Vancorp.  Getting 
between  the  wallpaper  and  the  wall?  Cantor 
seems  to  have  made  quite  a  bit  of  space  for 
itself  in  these  transactions. 

There  are  many,  many  ways  to  play  the 
Treasury  bond  market.  Howard  Lutnick  was 
v.ell-versed  in  "rolls."  What  are  rolls?  A  roll 
trade  takes  place  between  the  day  the  Trea- 
sury announces  it  will  auction  off  a  new  issue 
of  a  government  security  and  the  day  the 
auction  occurs. 

Bond  traders  thrive  on  pla\dng  the  spreads 
betsveen  existing  securities  of  comparable 
yield  and  maturity  and  the  forthcoming 
issue*.  Lutnick  needed  to  figure  out  how  to 

se  Cantor's  edge.  According  to  a  number 

'f  ex-Ca^arorites,  for  a  time  Lutnick  and  his 

'    •c^. ;.<;-(  Strategies  Group  traders  Lad 

'nternal  screens  tiiat  the  whole - 

used  in  Cantor's  government 


Howard  Lutnick 
and  Iris  Cantor 
Smiles  no  more. 


Cantor  denies 
that  traders  in 
the  Investment 
Strategies  Group 
had  access  to 
the  waterfall, 
but  that  is  contra- 
dicted by  several 
ex-Cantorites. 


securities  brokerage 

rooms.  At  the  bottom  of 
those  screens  is  a  data 
crawl  known  as  a  waterfall 
that  shows,  by  account 
number,  which  customers 
have  been  the  buyers  and 
sellers  in  the  last  few 
trades  in  a  given  security. 
The  brokers  use  the 
waterfall  to  keep  track  of 
the  order  flow.  But  know- 
ing who  is  doing  the  trad- 
ing is  a  clue  to  how  big  or 
well-informed  the  buying 
may  be.  Is  it  a  primary 
dealer  like  Lehman?  Is  it  a 
smart  hedge  fund  like 
George  Soros'  Quantum? 
Or  just  a  large  company 
investing  surplus  cash?  The  customers  are 
not  supposed  to  have  this  information. 

Cantor  denies  that  the  traders  in  Invest- 
ment Strategies  Group  ever  had  access  to  the 
waterfall,  but  that  is  flatly  contradicted  by 
several  former  Cantorites.  James  Avena  is 
now  the  president  of  New  York-based  Tul- 
lett  &  Tokyo  Securities,  but  from  1982  to 
1990  he  ran  Cantor  Fitzgerald  Securities. 
Avena  says  he  told  Bernie  Cantor  that  Lut- 
nick and  his  crew  were  peeking  at  the  water- 
fall while  trading.  Cantor  put  a  stop  to  it, 
Avena  says. 

First  Nevada  first 

Howard  Lutnick  kept  looking  for  other  ways 
to  leverage  the  franchise.  In  the  late  1980s 
Bernie  Cantor  did  not  want  to  use  his  firm's 
scarce  capital  for  trading,  but  he  was  willing 
to  let  Lutnick  trade  on  his  own.  So  Lutnick 
set  up  Solomon  Partners,  a  private  trading 
partnership  named  for  his  father.  It  was  open 
from  1988  to  1990.  He  must  have  done 
well,  because  Cantor  soon  wanted  a  bigger 
piece  of  the  action.  In  1990  Lutnick  created 
a  better-capitalized  private  partnership,  First 
Nevada  Associates,  with  most  of  the  capital 
coming  from  Bernie  Cantor. 

Though  in  theory  First  Nevada  was  a  sep- 
arate entity,  it  functioned  like  a  house  inven- 
tory for  Cantor  Fitzgerald  &  Co.'s  Invest- 
ment Strategies  Group.  When  it  was 
inconvenient  for  Cantor  Fitzgerald  to  carry 
a  position  on  Cantor's  books,  it  might  be 
carried  on  First  Nevada's.  Or  First  Nevada 
might  be  used  to  process  a  transaction  or 
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If  you're  wondering  where  all  this  Internet  business  came  from,  it  came  from  Fairfax  County.  Some  of  our  1600 
information  technology  companies  helped  create  the  Net.  Many  others  support  and  sustain  it.  But  what  really 
made  Fairfax  County  the  mother  of  all  Web  sites  are  advantages  that  would  benefit  any  business:  Access 
to  three  major  airports.  A  stimulating  quality  of  life.  And  a  customer  the  size  of  the  federal  government  next 
door  in  Washington,  DC.  For  details,  get  online  or  call  703-790-0600.  And  join  us.  You'll  be  wired  for  it. 


FAIRFAX  COUNTY,  VIRGINIA.  HOME  OF  THE   1998  WORLD  CONGRESS  ON  INFORMATION  TECHNOLOGY. 
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FIDELITY'S  ULTRA  SERVICE  ACCOUNT:  CONSOLIDATE  YOUR  INVESTMENTS  WITH  ONE  ACCOUNT' 
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ONE  CONSOLIDATED 

STATEMENT 

G€l  a  single  staicmcni  cohering  all 

youT  investments.  Plus,  24-hour 

account  information  by  phone  or 

online,  and  access  to  83  Investor 

Centers  nationwide. 


MORE  MUTUAL 

FUND  CHOICE 

FundsNetwork  provides  access  to 

more  than  3,300  funds  and  300  fund 

families,  including  over  700  with 

4-  or  5-star  Momingstar  ratings.' 

LOWER 

BROKERAGE  COSTS 

$28.95  online  trades' 

and  deeper  discounts 

for  active  traders. 

EASY  CASH 

MANAGEMENT 

Benefit  from  an  income -producing 

money  market  account,  charge 

or  check  cards,  unlimited  checking,' 

free  ATM  transactions,  and 

electronic  bill  payment. 

RESEARCH  TOOLS 

Third-party  brokerage  research 

from  Salomon  Brothers'  and  online 

analysis  tools  like  Stock  Evaluator'" 

and  Fund  Evaluator.'" 


Fidelity's  Ultra  Service  Account  consolidates  your  investments. 
And  expands  your  opportunities  to  manage  them  wisely.  Use  it  to  invest 

in  Fidelity  and  non-Fidelity  mutual  funds 
\  available  through  FundsNetv^orkf 
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'^  Or  to  buy  stocks  and  bonds. 
Or  both.  The  choice  is  yours. 
Plus,  it's  easy  to  manage 


|,|/  and  access  your  money  with 


transactions,  and  more.  Youll  even  get 
independent  research  capabilities, 
24-hour  service  and  electronic  access. 
All  in  one  account.  On  one  statement. 
From  one'company. 

The  Ultra  Service  Account.  It  does 
more  than  help  control  your  investments. 
It  can  help  simplify  your  life. 


,       /  options  like  an  income-producing 

^X    money  market  account,  charge  or 

check  cards,  unlimited  checking,  free  ATM 

Take  Control 


Today 


Ultra  Service 
Account 


Call  for  your  free 

Ultra  Service  Account 

Kit  or  visit  your  local 

Investor  Center. 


1-800-544-2997 


www.fidelity.com 
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'Past  performance  is  no  guarantee  of  future  results.  Source:  Momingstar  data  as  of  611)0191  and  includes  all  equity  and  bond  funds  tracked  by  Momingstar  FundsNetwork  offers 
access  to  550  4-star  and  238  5-star  rated  funds  out  of  2,758  funds  as  of  6/30/97.  Momingstar  equity  fund  universe  includes  domestic  stock  funds  (which  included,  but  were 
not  hmited  to,  growth  and  income,  and  equity  income  objectives),  imemational  stock  funds  and  specialty  funds.  Momingstar  bond  fund  universe  includes  both  taxable  and 
non-taxable  funds.  Momingstar  proprietary  ratings  reflect  historical  nsk-adjusted  performance  as  of  6/30/97.  The  ratings  are  subject  to  change  every  month.  Momingstar  ratings 
are  calculated  from  a  fund's  3-,  5-  and  10-year  average  annual  returns  in  excess  of  90-day  Treasury,  including  loads,  if  appropriate,  and  a  nsk  factor  that  reflects  performance 
below  the  90-day  Treasury.  Of  all  funds  in  each  category,  10%  rate  5-stars  from  Momingstar,  22.5%  rate  4-stars.  'Applies  to  stock  and  FundsNetwork  transaction  fee  mutual 
fund  trades  via  the  Web  or  Fidelity  On-line  Xpress+™.  For  FundsNetwork  transaction  fee  mutual  fund  trades,  pay  $28.95.  For  stock  trades,  pay  $28.95  for  trades  of  1,000 
shares  or  less.  For  trades  between  1,001  and  4,999  shares,  pay  $28.95  plus  $.03  per  share  over  1,000.  For  trades  of  5,000  or  more  shares,  pay  $28.95  plus  $.02  per  share  over 
1,000.  For  stocks  pnced  under  $1,  maximum  charge  is  3%  of  principal  amount.  Minimum  commission  $28.95.  'To  qualify  for  unlimited  checking,  you  must  open  your  account 
with  at  least  $10,000,  and  request  the  "enhanced  checkwriting  privileges"  option  on  your  application.  'Individuals  who  are  in  the  business  of  being  a  broker,  dealer,  or  under- 
wnter  of  any  type  of  secunties  or  financial  instmments,  or  who  are  registered,  or  required  to  be  registered,  with  the  New  York  Stock  Exchange  are  not  eligible  to  receive  Salomon 
Brothers  Research.  FundsNetwork  is  a  registered  trademark  of  FMR  Corp.  and  a  service  of  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC.  2b/38622.001 


So  Howard  Lutnick  keeps  on  running  to  stay  a  step  or  two  ahead,  but... 


book  a  profit.  First 
Nevada  was  active  from 
October  1990  through 
December  1992.  Between 
its  founding  and  mid- 
March  1992, the  account 
generated  over  1,000 
pages  of  transactions, 
nearly  all  of  them  in  U.S. 
government  securities. 

Was  First  Nevada  a 
sham  account,  a  way  for 
the  house  at  times  to 
covertly  trade  for  itself 
against  customers.^  Cantor 
Fitzgerald  has  always 
maintained  that  First 
Nevada  was  an  indepen- 
dent customer  of  the  firm. 
Yet  several  times  in  January  and  February 
1992  First  Nevada's  profit-and-loss  position 
was  noted  in  the  margin  of  Cantor  Fitzger- 
ald &  Co.  blotters  exactly  the  same  way 
that  such  notations  were  regularly  made  for 
the  house's  alphabetical  inventories.  On 
many  days  First  Nevada's  trading  easily 
made  it  Investment  Strategies  Group's 
biggest  customer. 

On  Mar.  11,  1992  the  Wall  Street  Journal 
broke  the  story  that  the  Securities  & 
Exchange  Commission  was  investigating 
Cantor.  A  month  earlier  the  brokerage  state- 
ment covering  First  Nevada's  trading  was  a 
record  191  pages  long.  The  day  after  the 
story  broke.  First  Nevada  abruptly  stopped 
trading  on  margin.  Over  the  rest  of  1992 
the  account  was  wound  down. 

In  1994  the  sec  made  Cantor  Fitzgerald 
&  Co.  cough  up  $90,000  in  profits  and 
interest  and  fined  it  $100,000  for  poor 
record-keeping  in  connection  with  a  com- 
plex scheme  to  accumulate  risk-free  posi- 
tions at  Treasury  bond  auctions. 

Gary  Lutnick,  32,  Floward's  younger 
brother,  joined  the  firm  in  1991.  He  has  run 
the  trading  team  of  Cantor's  Global  Trading 
Strategies  group,  the  renamed  Investment 
Strategies  Group.  According  to  people  who 
worked  with  him  over  the  years,  Gary  devel- 
oped a  clever  way  of  squeezing  a  bit  extra  for 
the  firanchise.  A  retail  customer  would  make 
an  offer  to  buy  long  bonds.  If  there  was  a 
flurry  of  buying  in  the  bond,  Gary  would 
sometimes  grab  bonds  on  the  screen  in  front 
of  the  customer  and  then  sell  the  customer  his 
newly  purchased  bonds  at  a  slightly  higher 
price — again  getting  between  the  wall  and  the 
w  allpaper.  He  could  do  that  because  cus- 
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Gary  Lutnick 
Following  in  his 
brother's  footsteps. 


Breeden  admits 
his  inquiry  was 
fairly  narrowly 
focused.  "We 
looked  at  how 
things  run  today. 
We  did  not  go 
back  and  look  at 
the  past  too." 


tomers  see  the  trading 
screen,  but  don't  see  who- 
bought  the  bonds  ahead  of 
them. 

Anxious  to  dispel 
rumors  that  Cantor's  gov- 
ernment securities  broker- 
age was  giving  Gary  Lut- 
nick better  execution  for 
his  trading  than  it  gave  to 
its  other  wholesale  cus- 
tomers, the  firm  this  year 
hired  Richard  Breeden,  a 
former  chairman  of  the 
SEC,  to  investigate.  Bree- 
den told  Forbes  that  the 
electronic  trade-matching 
system  Cantor  installed  in 
its  government  securities 
brokerage  rooms  last  year  made  the  possi- 
bility of  such  preferential  treatment  remote. 
But  Breeden  admits  his  inquiry  was  "fairly 
narrowly  focused."  He  says:  "We  came  in 
and  looked  at  the  way  things  run  today.  We 
did  not  go  back  and  look  at  the  last  two 
years,  five  years,  ten  years,  to  inquire." 

All  that  Breeden's  "fairly  narrowly 
focused"  probing  proves  is  that  nothing  fishy 
was  going  on  while  he  was  looking.  A  half- 
dozen  former  staffers  of  Cantor's  renamed 
Global  Trading  Strategies  Group  have  told 
Forbes  that  over  the  years  the  firm  fre- 
quendy  traded  ahead  of  its  retail  customers. 


A  Japanese  bank  gets  a  hosing 

Howard  Lutnick's  efforts  to  win  respect  for 
Cantor  Fitzgerald  keep  hitting  the  wall.  In 
early  1996  there  was  the  case  of  Cantor  and 
Tokyo-based  Norinchukin  Bank,  Japan's 
leading  financial  institution  for  agricultural 
cooperatives.  The  Japanese  bank  took  a  real 
hosing  on  some  overnight  orders  it  left  \\ith 
Cantor  to  fill.  Did  Gary  Lutnick  wield  the 
hose?  Sources  tell  us  he  did. 

In  its  trading  of  U.S.  Treasurys,  Nor- 
inchukin favored  what  is  called  a  scale  trade. 
This  means  you  buy  a  bit  at  a  time,  hoping 
that  the  market  will  be  temporarily  weak  and 
let  you  lower  your  average  cost.  You  can  do 
this  by  putting  in  an  overnight  buy  order  on 
a  descending  scale.  That  can  be  dangerous 
on  a  volatile  day. 

Apr.  5,  1996  was  such  a  day.  It  \vas 
Good  Friday,  when  the  market  was  open 
only  half  a  day,  and  unemployment  num- 
bers were  due  out  that  morning.  As  it 
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Ready  for  business  anytime,  anywiiere.  The  Boeing  Business  Jet 
f)rovides  all  the  comforts  of  your  home  office,  allowing  you  to  arrive 
refreshed,  alert,  and  prepared  to  successfully  meet  the  demands  of 
a  business  day  halfway  around  the  world. 

Office  areas  with  execufive  desks,  28-in-wide  seats,  and  flexible  conference 
space  are  designed  for  productive  hours  en  route.  Comfortable  sleeping 
accommodations  give  you  a  good  night's  rest.  Abundant  closets  keep  your 
business  attire  fresh  and  pressed.  The  Boeing  Business  Jet  has  it  all,  plus 
private  lavatory,  full-size  shower,  and  spacious  dressing  rooms.  With  the 
Boeing  Business  Jet,  you  reach  your  destination  relaxed  and  ready  to  go. 

The  Boeing  Business  Jet.  It's  a  smart  business  move. 


For  more  information  about  new  dimensions 
in  space,  comfort,  utility,  and  support,  contact 
Borge  Boeskov,  president,  Boeing  Business  Jets. 
Call  206-655-9800  or  visit  our  Web  site  at: 
http://www.  boeing.  com/bbj 


Boeing  Business  Jets 


Boeing  &  General  Electric 


You  run  too  fast,  you  risk  taking  a  nasty  stumble.. 


turned  out,  unemployment  had 
dropped,  which  was  bad  for 
bonds.  The  long  bond  slumped 
sharply,  losing  around  two  points. 

Gary  Lutnick,  our  source  says, 
had  an  order  to  buy  nearly  $1  bil- 
lion worth  of  long  bonds  for  Nor- 
inchukin  on  scale-down.  Instead 
of  filling  the  order  as  the  price  fell, 
the  source  says,  Gary  waited  until 
the  bond  had  dropped  consider- 
ably, then  bought  bonds  and  sold 
them  to  Norinchukin  at  the  higher 
prices  specified  in  the  scale  order. 
Our  source  says  he  made  the 
house  roughly  $800,000  in  a 
matter  of  hours. 

The  Norinchukin  Bank  won't 
say  much  about  the  April  5th 
episode,  but  in  mid-1996  it  quit 
trading  Treasurys  in  limit  orders — 
and  sharply  cut  back  its  business 
with  Cantor. 

Cantor  Fitzgerald  won't  com- 
ment on  the  Norinchukin  trading, 
but  it  did  provide  Forbes  with  a 
copy  of  an  interoffice  memo  on  its  trade  exe- 
cution policy  for  customer  level/limit 
orders.  It  was  dated  May  9,  1996,  just  a 
month  after  the  alleged  Good  Friday  inci- 
dent. Personnel  of  the  then  Investment 
Strategies  Group  were  instructed  to  explain 
the  policy  to  their  customers. 

In  the  letter,  after  the  usual  boilerplate 
Cantor  clearly  warned:  "...  while  holding 
your  unexecuted  order,  we  may  trade  for  our 
own  account  at  prices  that  are  equal  to,  or 
better  than,  your  level/limit."  Isn't  that  a 
frank  admission  that  it  reserved  the  right  to 
front-run  customers?  Front-running  is  of 
course  illegal  in  stocks:  In  Treasury  bonds 
it's  a  gray  area. 

Has  Cantor  Fitzgerald  cleaned  up  its  act, 
as  Richard  Breeden's  findings  would  sug- 
gest? In  a  June  24,  1997  letter  to  Forbes, 
Cantor  said  that  its  policies  and  procedures 
forbid  brokers  in  its  government  securities 
brokerage  to  take  positions.  Yet  on  June  6 
of  this  year,  according  to  sources,  Timothy 
Coughlin,  a  star  Cantor  broker  of  ten-year 
notes,  took  a  large  position  on  which 
Cantor  wound  up  losing  an  estimated  $1.5 
million. 

We  could  go  on  and  on  with  examples  of 
transgressions  and  alleged  transgressions  we 
have  uncovered  in  more  than  a  \car  of 
research  on  Cantor  Fitzgerald. 

Since  Lutnick  took  over  Cantor  s  dailv 


«% 


Howard  Lutnick 
Hobnobbing  with  fellow 
masters  of  the  universe. 


Lutnick  has  yet 
to  prove  that  he 
can  turn 
Bernie  Cantor's 
specialized 
money  machine 
into  a  profitable, 
full-service  Wall 
Street  house. 


management  in  1 99 1,  its  revenues 
have  tripled,  to  nearly  $600  mil- ' 
lion  last  year,  due  in  part  to  all  the 
new  businesses  he's  gone  into. 
Keep  this  in  mind,  however:  The 
growth  was  financed  from  profits 
from  government  bond  broker- 
age, the  equities  business  and 
income  received  from  the  sale  of 
pricing  data  (a  revenue  flow  the 
firm  shares  with  an  outfit  now 
controlled  by  Iris  Cantor).  Many 
of  those  new  businesses  lose 
money  or  don't  make  much. 
European  operations,  led  by  the 
huge  London  office,  gush  red  ink. 
In  short,  Lutnick  has  yet  to 
prove  that  he  can  turn  Bernie 
Cantor's  specialized  money 
machine  into  a  profitable  full-ser- 
vice Wall  Street  house. 


Skating  on  thin  equity 

Net  profits  rose  during  Lutnick's 
first  years  in  charge,  but  from  1994  to  1996 
they  dropped  from  around  $80  million  to 
under  $60  million.  This  year  so  far  has  seen 
another  drop  in  profits,  in  part  because  of 
Lutnick's  breakneck  expansion. 

Howard  Lutnick's  ambitions  are  huge  but 
thinly  capitalized.  As  of  Mar.  27,  1997,  there 
were  $7.9  billion  of  assets  but  only  $185 
million  of  partners'  capital. 

The  equit)'  base  looks  even  thinner  when 
you  realize  that  much  of  it  is  borrowed 
money.  Last  year  the  partnership  retired  a 
big  chunk  of  Iris  Cantor's  partnership  units 
and  then  it  reoffered  units  to  Lutnick  and 
other  partners;  Lutnick's  share  is  now  25%. 
Financing  for  the  deal  was  provided  by  a 
Chase  Manhattan-led  syndicate.  Thus  Lut- 
nick's partnership  units — as  well  as  those 
belonging  to  many  other  partners — are 
pledged  as  securit)'  for  the  loan. 

Just  as  we  were  preparing  to  go  to  press, 
afi:er  months  of  reporting  on  the  story,  we 
received  a  press  release  from  Cantor 
Fitzgerald.  It  announced  the  firm  was, 
among  other  changes,  shutting  its  fixed- 
income  trading  unit,  Global  Trading  Strat- 
egies, Howard  Lutnick's  old  stamping 
ground  and  more  recently  Gary  Lutnick's. 
The  announcement  said  the  firm  would 
concentrate  on  executing  trades  for  cus- 
tomers. We  note .  the  irony  without 
comment.  WM 
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A  rooftop  retreat  at 
Far  Eastern  Plaza  Hotel  in  Taipei. 


Taipei  Metro,  201  Tun  Hwa  South  Road  Sec  2,  Taipei  106,  Taiwan.  Tel:  (886  2)  378  8888  Fax:  (886  2)  377  7777 
For  reservations,  call  your  travel  consultant  or  USA,  Canada  &  Mexico  toll-free  1  800  942  5050. 
Internet:  www.Shangri-La  com 
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NOT  A  PATCH,  NOT  A  GUM 
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Zyban  is  here 
he  first  nicotine-free  pill  to  help 
put  you  in  control  of  quitting 


A  totally  new  nicotine-free  way 
to  help  you  quit  smoking 

It's  medical,  logical,  and  makes  quitting  bearable. 
Thafs  because  ZYBAN  is  a  prescription  medicine 
that,  for  many  people,  helps  reduce  withdrawal 
symptoms  and  the  urge  to  smoke.  ZYBAN  helps 
get  you  ready  to  quit  while  you're  still  smoking. 
You  set  a  quit  day  within  1  to  2  weeks  after 
starting  treatment  with  ZYBAN.  It  takes  about  a 
week  for  ZYBAN  to  reach  the  right  levels  in  your 
body  to  be  effective.  Most  people  should  take 
ZYBAN  for  7  to  12  weeks. 

Proven  more  effective  than  a 
nicotine  patch 

In  a  medical  study  using  patient  support  materials 
and  drug  therapy,  ZYBAN  helped  more  smokers 
quit  for  4  weeks  than  Habitrol*  (nicotine  trans- 
dermal system),*  a  nicotine  patch.  And  unlike 
the  patch  and  gum,  ZYBAN  replaces  cigarettes  with 
nicotine-free  medicine. 

What  you  need  to  know  about  ZYBAN 

The  most  common  side  effects  with  ZYBAN  include 
dry  mouth  and  difficulty  sleeping.  There  are  other 
risks  associated  with  the  use  of  ZYBAN,  so  it  is 
important  to  talk  to  your  health  care  professional 
to  see  whether  ZYBAN  is  right  for  you.  There 


is  a  risk  of  seizure  in  certain  patients  (see 
"Important  Warning"  section  in  Information  for 
the  Patient  on  following  page).  You  should  not 
take  ZYBAN  if  you  have  a  seizure  disorder;  are 
already  taking  WELLBUTRIN®,  WELLBUTRIN  SR®, 
or  any  other  medicines  that  contain  bupropion 
HCl;  have  or  have  had  an  eating  disorder;  or 
are  currently  taking  or  have  recently  taken  a 
monoamine  oxidase  (MAO)  inhibitor.  It  is 
important  to  let  your  health  care  professional 
know  about  any  other  prescription  or  over-the- 
counter  medications  you  are  taking.  ZYBAN  is 
not  recommended  for  women  who  are  pregnant 
or  breast-feeding. 

ZYBAN  and  the  ZYBAN  Advantage  Plan™,  a  free 
counseling  and  personalized  support  program, 
are  part  of  an  overall  plan  recommended  by  your 
health  care  professional  to  help  you  quit  smoking. 

SEE  YOUR  HEALTH  CARE  PROFESSIONAL 
ABOUT  ZYBAN 

For  more  information,  call 

1-888-959-STOP  (7867)  ext.  18 

or  visit  our 
Web  site  at  www.zyban.com 

Please  consult  Information  for  the  Patient  on  the  following  page. 
'  Habitrol  is  a  registered  trademark  of  Ciba-Geigy  Corporation. 
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Information  for  the  Patient 

ZYBAN^"^  (bupropion  tiydroctiloride)  Sustained-Release  Tablets 

Please  read  this  information  before  you  start  taking  ZYBAN.  Also  read  this 
leaflet  each  time  you  renew  your  prescription,  in  case  anything  has  changed. 
This  information  is  not  intended  to  take  the  place  of  discussions  between  you 
and  your  doctor.  You  and  your  doctor  should  discuss  ZYBAN  as  part 
of  your  plan  to  stop  smoking.  Your  doctor  has  prescribed  ZYBAN  for  your 
use  only.  Do  not  let  anyone  else  use  your  ZYBAN. 

IMPORTANT  WARNING: 

There  is  a  chance  that  approximately  1  out  of  every  1 ,000  people  taking 
bupropion  hydrochloride,  the  active  ingredient  in  ZYBAN,  will  have  a  seizure. 
The  chance  of  this  happening  increases  if  you: 

•  have  a  seizure  disorder  (for  example,  epilepsy); 

•  have  or  have  had  an  eating  disorder  (for  example,  bulimia  or 
anorexia  nervosa); 

•  take  more  than  the  recommended  amount  of  ZYBAN;  or 

•  take  other  medicines  with  the  same  active  ingredient  that  is  in  ZYBAN, 
such  as  WELLBUTRIN®  (bupropion  hydrochloride)  Tablets  and 
WELLBUTRIN  SR*  (bupropion  hydrochloride)  Sustained-Release  Tablets. 
(Both  of  these  medicines  are  used  to  treat  depression.) 

You  can  reduce  the  chance  of  experiencing  a  seizure  by  following  your 
doctor's  directions  on  how  to  take  ZYBAN,  You  should  also  discuss  with  your 
doctor  whether  ZYBAN  is  right  for  you. 

1.  What  is  ZYBAN? 

ZYBAN  is  a  prescription  medicine  to  help  people  quit  smoking.  Studies  have 
shown  that  more  than  one  third  of  people  quit  smoking  for  at  least  1  month 
while  taking  ZYBAN  and  participating  in  a  patient  support  program.  For  many 
patients,  ZYBAN  reduces  withdrawal  symptoms  and  the  urge  to  smoke.  ZYBAN 
should  be  used  with  a  patient  support  program.  It  is  important  to  participate 
in  the  behavioral  program,  counseling,  or  other  support  program  your  health 
care  professional  recommends. 

2.  Who  should  not  take  ZYBAN? 

You  should  not  take  ZYBAN  if  you: 

•  have  a  seizure  disorder  (for  example,  epilepsy). 

•  are  already  taking  WELLBUTRIN,  WELLBUTRIN  SR,  or  any  other  medicines 
that  contain  bupropion  hydrochloride. 

•  have  or  have  had  an  eating  disorder  (for  example,  bulimia  or 
anorexia  nervosa). 

•  are  currently  taking  or  have  recently  taken  a  monoamine  oxidase 
inhibitor  (MAOI). 

•  are  allergic  to  bupropion. 

3.  Are  there  special  concerns  for  women? 

ZYBAN  is  not  recommended  for  women  who  are  pregnant  or  breast-feeding. 
Women  should  notify  their  doctor  if  they  become  pregnant  or  intend  to  become 
pregnant  while  taking  ZYBAN. 

4.  How  should  I  take  ZYBAN? 

•  You  should  take  ZYBAN  as  directed  by  your  doctor  The  usual  recommend- 
ed dosing  is  to  take  one  150-mg  tablet  in  the  morning  for  the  first 

3  days.  On  the  fourth  day,  begin  taking  one  150-mg  tablet  in  the  morning 
and  one  150-mg  tablet  in  the  early  evening.  Doses  should  be  taken  at 
least  8  hours  apart. 

•  Never  take  an  "extra"  dose  of  ZYBAN.  If  you  forget  to  take  a  dose,  do 
not  take  an  extra  tablet  to  "catch  up"  for  the  dose  you  forgot.  Wait  and 
take  your  next  tablet  at  the  regular  time.  Do  not  take  more  tablets  than 
your  doctor  prescribed.  This  is  important  so  you  do  not  increase  your 
chance  of  having  a  seizure. 

•  It  is  important  to  swallow  ZYBAN  Tablets  whole.  Do  not  chew,  divide,  or 
crush  tablets. 

5.  How  long  should  I  take  ZYBAN? 

Most  people  should  take  ZYBAN  for  7  to  1 2  weeks.  Follow  your  doctor's 
instructions. 


6.  When  should  I  stop  smoking? 

It  takes  about  1  week  for  ZYBAN""  (bupropion  hydrochloride)  Sustained- 
Release  Tablets  to  reach  the  right  levels  in  your  body  to  be  effective.  So, 
to  maximize  your  chance  of  quitting,  you  should  not  stop  smoking  until  you 
have  been  taking  ZYBAN  for  1  week.  You  should  set  a  date  to  stop  smoking 
during  the  second  week  you're  taking  ZYBAN. 

7.  Can  I  smoke  while  taking  ZYBAN? 

It  is  not  physically  dangerous  to  smoke  and  use  ZYBAN  at  the  same  time. 
However,  continuing  to  smoke  after  the  date  you  set  to  stop  smoking  will 
seriously  reduce  your  chance  of  breaking  your  smoking  habit. 

8.  Can  ZYBAN  be  used  at  the  same  time  as  nicotine  patches? 

Yes,  ZYBAN  and  nicotine  patches  can  be  used  at  the  same  time  but  should 
only  be  used  together  under  the  supervision  of  your  doctor  Using  ZYBAN  and 
nicotine  patches  together  may  raise  your  blood  pressure.  Your  doctor  will 
probably  want  to  check  your  blood  pressure  regularly  to  make  sure  that  it 
stays  within  acceptable  levels. 

DO  NOT  SMOKE  AT  ANY  TIME  if  you  are  using  a  nicotine  patch  or  any  other 
nicotine  product  along  with  ZYBAN.  It  is  possible  to  get  too  much  nicotine  and 
have  serious  side  effects. 

9.  What  are  possible  side  effects  of  ZYBAN? 

Like  all  medicines,  ZYBAN  may  cause  side  effects. 

•  The  most  common  side  effects  include  dry  mouth  and  difficulty  sleeping. 
These  side  effects  are  generally  mild  and  often  disappear  after  a  few 
weeks.  If  you  have  difficulty  sleeping,  avoid  taking  your  medicine  too  close 
to  bedtime. 

•  The  most  common  side  effects  that  caused  people  to  stop  taking  ZYBAN 
during  clinical  studies  were  shakiness  and  skin  rash. 

•  Contact  your  doctor  or  health  care  professional  if  you  have  a  rash  or  other 
troublesome  side  effects. 

•  Use  caution  before  driving  a  car  or  operating  complex,  hazardous  machin- 
ery until  you  know  if  ZYBAN  affects  your  ability  to  perform  these  tasks. 

10.  Can  I  drink  alcohol  while  I  am  taking  ZYBAN? 

It  is  best  to  not  drink  alcohol  at  all  or  to  drink  very  little  while  taking  ZYBAN. 
If  you  drink  a  lot  of  alcohol  and  suddenly  stop,  you  may  increase  your  chance 
of  having  a  seizure.  Therefore,  it  is  important  to  discuss  your  use  of  alcohol 
with  your  doctor  before  you  begin  taking  ZYBAN. 

11.  Will  ZYBAN  affect  other  medicines  I  am  taking? 

ZYBAN  may  affect  other  medicines  you're  taking.  It  is  important  not  to  take 
medicines  that  may  increase  the  chance  for  you  to  have  a  seizure.  Therefore, 
you  should  make  sure  that  your  doctor  knows  about  all  medicines — 
prescription  or  over-the-counter — you  are  taking  or  plan  to  take. 

12.  Do  ZYBAN  Tablets  have  a  characteristic  odor? 

ZYBAN  Tablets  may  have  a  characteristic  odor  If  present,  this  odor  is  normal. 

13.  How  should  I  store  ZYBAN? 

•  Store  ZYBAN  at  room  temperature,  out  of  direct  sunlight. 

•  Keep  ZYBAN  in  a  tightly  closed  container 

•  Keep  ZYBAN  out  of  the  reach  of  children. 

This  summary  provides  important  information  about  ZYBAN.  This  summary 
cannot  replace  the  more  detailed  information  that  you  need  from  your  doctor 
If  you  have  any  questions  or  concerns  about  either  ZYBAN  or  smoking  cessa- 
tion, talk  to  your  doctor  or  other  health  care  professional. 
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California  Insurance  Cummissioner  Charles  Quackenbush,  left,  with  a  Woodland  Hills  homeowner 

He  didn't  know  much  about  insurance,  but  he  Icnew  exactly  how  to  raise  his  political  profile. 

"Quack"  Quackenbush  promised  Californians 

he  would  get  them  cheap  earthquake  insurance.  What  he  got  them  instead 

was  a  political  imbroglio  and  a  bungled  reinsurance  deal. 

A  Quack  in 
the  china  shop 


By  CaroljTi  T.  Geer  and  Ashlea  Ebeling 

During  his  eight  years  as  a  Repub- 
lican state  assemblyman  from  San 
Jose,  Charles  Quackenbush — Quack, 
or  Chuck,  to  friends — -was  a  back- 
bencher, concerning  himself  with 
education  and  economic  develop- 
ment. But  this  6-foot-4  former  U.S. 
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Army  captain  was  not  content  to 
remain  a  small  fish.  He  set  his  sights 
on  the  elective  post  of  California  com- 
missioner of  insurance.  California  is 
one  of  only  12  states  to  elect  its  com- 
missioner. In  1988  California  voters 
passed  Proposition  103,  which  made 


the  job  an  elective  post. 

A  backwater?  Not  for  a  politician. 
Not  in  California,  where  people 
almost  live  in  their  cars  and  where 
earthquakes  happen.  Californians  pay 
nearly  $60  billion  in  insurance  pre- 
miums every  year  and  don't  much 
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like  insurance  companies.  There's 
political  capital  in  bashing  them  and 
promising  to  hold  rates  down. 

Quackenbush,  43,  raised  $3.5  mil- 
lion for  his  successful   1994  run. 
Two-thirds  of  his  moncv  came  from 
insurance  people.  The  industry  must 
nave  believed  Quackenbush's  assur- 
ances that  he  was  a  free  enterprise 
'  .an  who  would  not   exploit  the 
potential  of  office  for  dcmagoguery. 
Hav:  ig  suffered  through  four  years 
nf  r.  -  ulation  by  the  ambitious  but 
iig    liberal    Democrat    John 
Kii,  insurance  people  hoped 
,  things  from  a  Republican, 
di  seized   Executive   Life 
Co.  in  1991  to  "protect" 


policyholders  and  ended  up  turning 
its  valuable  portfolio  of  junk  bonds 
over  to  financier  Leon  Black  at  fire- 
sale  prices  (FoRBES,  Mar.  14,  1994). 

Quackenbush  knew  a  fair  amount 
about  pohtics.  He  knew  next  to 
nothing  about  insurance. 

After  Quackenbush  won  the  com- 
missioner's job,  he  appointed  James 
Woods,  the  managing  partner  in  law 
firm  LeBoeuf,  Lamb,  Greene  &  Mac- 
Rae's  San  Francisco  office,  to  head 
his  transition  advisory  team.  LeBoeuf 
and  the  insurance  clients  it  lobbies  for 
in  California  have  contributed  at  least 
S800,000  to  Quackenbush  and  his 
committees  since  1994. 

Nature  soon  handed  him  an  op- 


portunitN'  to  grab  the  headlines.  The 
year  he  was  elected,  California  was 
rocked  by  the  Northridge  quake, 
which  caused  $12.5  billion  of  insured 
losses.  Badly  shaken,  most  insurance 
companies  stopped  writing  new 
homeowners  policies  because  Cali- 
fornia law  required  them  to  offer 
earthquake  coverage  as  well. 

In  July  1995,  six  months  after 
taking  office,  Quackenbush  an- 
nounced his  solution:  He'd  create  a 
government-run,  privately  funded 
insurance  pool,  the  California  Earth- 
quake Authority,  to  shoulder  earth- 
quake risk.  He  gave  liimself  a  seat  on 
the  three-person  board  and  named 
his  deputy  insurance  commissioner 


I 


ind 
Bud 
asn 
,T 
ro, 

Jgr( 
teti] 

llOB 

earl 
buy 
get 
1 
it\' 

tet] 
ear 
savi 


Forbes  ■  October  20,  1997 


For 


Aftermath  of  the 
Northridge  quake 
Amidst  the 
devastation, 
Quackenbush  saw 
a  golden 
opportunity: 
He  could  not  only 
expand  his 
regulatory  reach, 
he  could  be 
a  hero,  too. 


and  former  campaign  head  Gregory 
Buder,  31,  chief  execudve.  Buder  was 
as  new  to  insurance  as  his  boss. 

The  state's  largest  property  insur- 
ers, State  Farm,  Allstate  and  Farmers, 
agreed  to  participate  in  the  pool  in 
return  for  getting  the  right  to  write 
homeowners  policies  without  the 
earthquake  coverage.  Customers 
buying  earthquake  insurance  would 
get  policies  backed  by  the  pool. 

The  California  Earthquake  Author- 
ity vvas  a  win-win.  Quack  crowed. 
"We  restored  the  homeowners'  mar- 
ketplace; everybody  has  access  to  an 
earthquake  policy  if  they  want  it,"  he 
says.  "It's  been  a  smashing  success." 

For  whom?  CE.\  policies  are  at  least 
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A  GROWTH  FUND  WITH 
BLUE  CHIP  PERFORMANCE 


Average  Annual  Total  Returns 

as  of  6/30/97* 

■  Blue  Chip  Growth  Fund 

■  Upper  Gnjwth  Funds  Average 


32.59% 


28.59% 
1 23.96%   flM  22.86%    23.74% 


T.  Rowe  Price  Blue  Chip 
Growth  Fund  invests  in  today's 
leading  growth  companies  as 
well  as  those  with  the  ability 
to  become  tomorrow's  industry 
leaders.  These  blue  chip  com- 
panies offer  the  potential  for 
sustained  growth  while  providing 
reduced  volatility  compared  with 
small-  and  mid-cap  companies. 

The  fund's  strategy  has  proven 
effective.  As  the  chart  indicates,         .4HHHHHBBBBHBBiaHHaaBBB 
the  fund  has  consistently  outperformed  its  Lipper  Category  Average.  Past 
performance  cannot  guarantee  future  results.  Minimum  investment  is 
$2,500  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  information  kit  including  a  prospectus 

1-800-541-6157 


ni2% 

I 


1  year 


3  years  Since  inception 


Invest  With  Confukrue 

TRoweEHce 


*Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain  dis- 
tributions. Investment  return  and  principal  value  will  vary;  and  shares  may  be  wonh  more  or  less  at  redemption  than  at  original 
purchase.  Read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.        bcG()38262 


$250,000  isn't  kid  stuff.  It's  what 
this  child  will  likely  cost  its  parents  —  col- 

Formula  for  success 


lege  included  —  over  the  next  21  years. 
But  the  future  always  demands  great  things 
from  you  and  your  financial  representative. 
The  Equitable  is  doing  some  great  things 
to  help.  Like  our  state-of-the-art  Financial 
Fitness  Profile®  —  a  planning  tool  that  can 
help  you  meet  your  goals.  Like  providing 
our  representatives  with  the  best  training 
available.  And,  like  being  a  member  of  the 
Global  AXA  Group,  one  of  the  world's 
largest,  strongest  and  most  innovative 
insurance  and  investment  organizations  — 
with  over  $500  billion*  in  assets  under 
management.  To  learn  more,  call  1-800- 
590-5995  or  visit  us  at  www.equitable.com. 


EQUITABLE 


k 


Member  of  the  Global  I 


\  Group 


The  Equitable  Life  Assurance  Society  of  the  U.S.  NY,  NY  10104  is  a  major  component  of  the  AXA  Group.  The  Equitable  is  solely  responsible  for  its  own  obligations.     *As  of  6/30/97 


Mayhem  in  Malibu,  1994 

Quake  insurance  costs  shot  up,  thanks  to  the  CEA;  many  residents  now  go  bare. 


twice  as  expensive  and,  in  some  areas, 
even  four  to  five  times  wliat  Caiifor- 
nians  had  been  paying  for  more  com- 
prehensive earthquake  coverage.  If 
CEA  gets  hit  with  too  many  claims, 
policyholders  will  be  reassessed  and 
their  claims  reduced. 
With  rates  this  high,  the  new  Cali- 


fornia Earthquake  Authority'  policies 
are  selling  slowly.  A  knowledgeable 
source  says  only  half  as  many  pohcies 
are  being  sold  as  originally  projected. 
Naturally,  rates  would  have  risen 
after  "lie  Northridge  disaster,  but 
bureau  ratic  bungling  by  Quacken- 
bush  and  his  aides  almost  certainly 


put  them  higher  than  they  would 
have  been  had  companies  been  per- 
mitted to  charge  market  rates.  This 
summer  the  state's  chief  geologist 
found  that  the  CEA  had  overestimat- 
ed the  likelihood  of  quakes  along 
three  northern  California  faults.  Fol- 
lowing the  report,  Quackenbush 
agreed  to  slash  rates  an  average  11%. 

The  CEA  may  not  have  done  much 
for  consumers  of  earthquake  insur- 
ance, but  it  has  done  a  lot  of  good  to 
Quackenbush  supporters. 

E.  W.  Blanch  Co.,  the  lead  broker 
picked  to  coordinate  the  purchase  of 
reinsurance  for  the  pool,  grossed 
$5.5  million  of  the  $11  million  in 
brokers'  fees.  Blanch  and  its  employ- 
ees have  contributed  at  least  $14,000 
to  Quackenbush  committees. 

There  is  evidence  that  Quacken- 
bush and  his  brokers  could  have 
driven  a  better  bargain.  The  plan  pro- 
vided that  in  the  event  of  an  earth- 
quake the  first  $4  billion  of  losses 
would  be  covered  by  contributions 
from  participating  insurance  compa- 
nies and  premiums  collected  from 
policyholders.  Reinsurance  would 
absorb  losses  from  $4  biUion  to  $6 
billion.  Over  that,  the  next  $1  billion 
would  be  covered  by  a  line  of  credit, 
to  be  repaid  with  proceeds  from  a 
bond  offering.  An  additional  $1.5  bil- 
lion of  risk  would  be  underwritten  in 
the  capital  markets.  Of  ftirther  losses, 
$2  billion  would  be  paid  by  the  par- 
ticipating insurance  companies. 

Before  the  legislature  would 
approve  his  earthquake  insurance 
plan,  Quackenbush  had  to  line  up 
reinsurers  willing  to  participate. 
Armed  with  $500,000  of  taxpayer 
money,  he  set  out  on  a  nine -day  road 
show  of  50  meetings  in  five  coun- 
tries. Reinsurers  were  skittish  about 
committing  capital  to  quake-prone 
California.  Not  wanting  to  return 
home  empty-handed,  Quackenbush 
made  them  a  handsome  offer.  To  get 
$2  billion  in  reinsurance,  the  Califor- 
nia Earthquake  Authority  would  pay 
them  $280  million  per  year  for  two 
years,  an  annual  premium  rate  of 
more  than  14%. 

Odds  are  the  reinsurers  will  have 
an  earthquake  claim  only  once  every 
33  years,  yet  they  are  getting  paid  as 
if  a  loss  were  expected  every  7  years. 
Odds  of  a  total  loss  for  the  reinsurers 
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If  il  helps  make  your  life  a  liffle  more  special,  a  liffle  more 
comfortable  or  a  liffle  more  fun,  chances  are  we're  a  parf  of  if. 

Today,  elecfricity  is  powering  new  efficient  technologies  that  make  our  lives  better 
all  around.  And  by  using  less  energy,  they  not  only  improve  how  we  live,  but  the 

environment  in  which  we  live  as  well.  AMERICA'S  electric  utility  companies - 

The  power  to  make  life  better. 

©  1997,  by  the  Edison  Electric  Institute.  All  rights  reserved. 


are  one  every  55  years.  "There  could 
always  be  a  huge  quake  tomorrow," 
allows  actuary  and  former  Texas 
insurance  commissioner  J.  Robert 
Hunter,  "but  there's  no  question  that 
it  was  a  very  bad  deal  [for  the  cea]." 
Spotting  a  good  thing,  Warren 
Buffett's  Berkshire  Hathaway  offered 
to  reinsure  the  $1.5  billion  of  risk 
originally  slated  for  the  capital  mar- 
kets. His  company  gets  $160  million 
per  year  for  four  years,  a  premium 
rate  of  almost  11%  per  year.  Its 
expected  annual  loss  over  time  is 
barely  1%.  "Berkshire  got  a  prett>' 
sweet  deal,"  says  Mark  Broido,  mar- 
keting director  of  a  Silicon  Valley  ca- 
tastrophe risk  management  firm. 

You  can't  blame  Berkshire  for 
grabbing  the  deal.  You  can  wonder  at 
a  situation  that  lets  a  neophyte  like 
Quackenbush  dabble  in  anything  as 
esoteric  as  reinsurance. 

Lloyd's  of  London  syndicates  got 
to  underwrite  $150  million  of  the 
CEA  reinsurance.  But  Lloyd's  has 
another  reason  to  be  grateful  to 
Quackenbush.  He  helped  squash  a 
lawsuit  by  California  securities  regu- 
lators against  Lloyd's  and  his  pals  at 
LeBoeuf.  Lloyd's  is  one  of  LeBoeuPs 
biggest  clients. 

Then  he  took  the  lead  to  help  dis- 
miss similar  cases — arising  out  of 
Lloyd's  near  failure  last  year — in  a 
dozen  states.  He  moved  to  stop  three 
private  securities  fraud  cases  filed 
against  Lloyd's  by  individuals,  known 
as  Names,  who  accepted  unlimited 
liability  in  backing  Lloyd's  insurance 
policies.  Quackenbush  claims  he  was 
only  trying  to  protect  policyholders. 
If  he's  been  good  to  his  friends. 
Quack  has  been  rough  on  a  lot  of 
other  people.  Last  year  his  insurance 
department  conducted  a  routine  sol- 
vency audit  of  San  Diego-based 
Golden  Eagle  Insurance  Co.,  a  $1 
billion-plus  (assets)  workers'  com- 
pensation insurer.  Quackenbush  pro- 
claimed the  insurer  underreserved  by 
about  $150  miUion.  John  Mabee, 
Golden  Eagle's  owner,  argued  loudly 
and  publicly  that  Quackenbush  was 
wrong.  Quackenbush  maintains  that 
Mabee's  numbers  were  bogus  and 
that  Mabec  had  taken  unsecured 
loans  from  the  company. 

Quackenbush    refused    to    give 
Mabee  a  court  hearing,  claiming  the 


law  didn't  require  it.  In  January, 
Mabee  agreed  to  up  his  reserves  as 
ordered  but  vowed  to  fight  on  for  a 
hearing.  Days  later  20  police  and 
insurance  department  staff  swooped 
down  on  Golden  Eagle's  headquar- 
ters and  took  over  the  company. 

Before  the  affair  was  over.  New 
York-based  American  International 
Group  (aig),  the  big  multinational 
insurer  run  by  Maurice  (Hank) 
Greenberg,  got  a  dose  of  what  hap- 
pens if  you  aren't  on  Quack's  side. 

Moments  after  Quackenbush 
seized  Golden  Eagle,  he  announced 
its  sale  to  a  consortium.  Quacken- 
bush says  he  wanted  to  avoid  a  run 
on  the  company,  but  competitors 
argued  they'd  been  shut  out.  Quack- 
enbush backtracked  and  held  a  bid- 
ding contest.  In  April  he  proclaimed 
AIG  the  winner;  a  contract  was  signed. 
But  AIG  didn't  get  the  prize.  Liber- 
ty Mutual  Insurance  Co.  of  Boston, 
represented  by  LeBoeuf,  overbid  aig. 
AIG  launched  an  aggressive  marketing 
campaign,  with  fiall-page  newspaper 
ads  and  statewide  mailings  to  insur- 
ance salesmen  stating  that  it  was 
appealing  the  decision. 

Quackenbush  retaliated  by  threat- 
ening to  investigate  aig's  practices  in 
the  state.  Liz  Figueroa,  head  of  the 
California  Assembly's  insurance  com- 
mittee, accused  the  commissioner  of 
trying  to  "exact  vengeance"  on  aig. 
She  wrote:  "It  seems  to  me  that  you 
are  sending  a  loud  message  to  the 
industry — 'Do  not  disagree  with  me, 
or  face  the  consequences.'" 

At  any  rate.  Liberty,  not  AIG,  got 
the  seized  company.  It  may  be  coin- 
cidental or  it  may  not,  but  aig  gave 
Quackenbush  committees  just 
$15,000.  Liberty  Mutual  gave 
$65,000.  Quackenbush  says  he  does 
not  play  favorites;  he  has  fined  con- 
tributors and  noncontributors  alike. 
In  April  Quackenbush  agreed  to 
pay  a  $50,000  fine  for  negligent  cam- 
paign reporting  including  underre- 
porting more  than  $100,000  in  con- 
tributions from  insurance  sources. 

The  moral  of  this  story  is  a  familiar 
one:  The  free  market  is  better  at  set- 
ting rates  and  prices,  better  in  the  end 
at  giving  people  a  fair  deal  than  go\- 
ernment  can  ever  be,  no  matter 
whether  that  government  is  run  by 
Democrats  or  by  Republicans.       Hi 


Lloyd's  Lutine  bell,  rung  for  important  news 
A  big  winner,  thanks  to  Quackenbush. 
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WHAT    IF   YOU    NEEDED   A 

FINANCIAL    RESOURCE   WHO 

UNDERSTANDS    IF   THIS 

REQUIRES   A    $1,000,000 

OVERHAUL,  OR   A 

$5,000    REPAIR? 


CONSTRUCTION    •    CONSUMER   •   MANUFACTURING    •    RETAIL   •    SERVICE    •   TECHNOLOGY    •    TRANSPORTATION    •   WHOLESALE 


y  1997  The  err  Group.  Inc 


At  The  CIT  Group,  a  $20  billion  corporation,  we  focus  our  considerable  talents  and  resources  on 
financing  a  diverse  group  of  industries  to  which  we  can  add  the  greatest  value  —  industries  ranging 
from  aerospace  to  energy  to  apparel. 

Since  1 908,  we  have  made  the  commitment  to  understand  the  evolving  needs  of  our  customers' 
businesses.  By  analyzing  and  understanding  the  broadest  trends  and  most  detailed  nuances,  our  industry 
specialists  are  able  to  craft  leases  and  loans  which  best  serve  our  customers'  needs. 

Just  ask  any  of  our  aerospace  clients,  who  will  tell  you  that  what  first  appears  to  require  a 
major  engine  overhaul  might  only  require  a  pressure  valve  replacement.  Or,  to  see  what  we  can  do  for 
you,  visit  tvww.citgroup.com  or  call  1-800-CIT-1908. 


Money    well    lent 


Comedian  Rob  Becker  is  very  funny. 
He's  also  one  liell  of  a  businessman. 

M.B.A.  in  comedy 


By  Robert  La  Franco 

Shaggy- HAIRED  and  wearing 
unkempt  blue  jeans,  Robert  Becker 
slouches  onto  the  stage,  looking  a  bit 
Uke  a  goofy-faced  bear.  His  props:  a 
granite  chair,  a  stone  TV,  a  nude-cave- 
woman  painting  and  a  wicker  basket 
overflowing  with  dirty  laundry.  The 
comedian  launches  into  a  105 -minute 
tirade  against  feminist  man-bashing. 

The  one-man  show  is  called  Rob 
Becker's  Defending  the  Caveman.  It's 
striking  a  chord.  Playing  at  least  eight 
shows  a  week,  35  cities  a  year  and 
working  a  tour  schedule  that  is  booked 
through  1998,  Caveman  will  gross 
about  $14  million  in  ticket  sales  this 
year.  Becker,  who  owns  all  die  rights, 
will  keep  $7  million  of  that — after 
pacing  all  of  his  road  costs  and  theater 
rental  fees,  easily  one  of  the  highest- 
margin  packages  in  live  entertainment. 

Becker  is  a  throwback  in  more  than 


his  political  incorrectness.  In  show  biz 
these  days  the  big  comedy  bucks  are, 
or  course,  in  television,  where  Jerry 
Seinfeld  pulls  in  a  minimum  of  $25 
million  a  year  and  top  writers  can 
easily  earn  $4  million.  Stand-up  work 
(where  Seinfeld,  Robin  Williams  and 
Jay  Leno  all  started  out)  is  a  grueling 
way  to  make  a  living.  Except  for 
Becker. 

He  started  out  in  the  early  80s 
with  his  in-your-face  act  at  clubs  in 
and  around  San  Francisco,  where  he 
performed  when  not  taking  account- 
ing courses  at  California  State  Uni- 
versity', San  Jose  or  working  at  a  taco 
restaurant. 

Besides  making  the  customers 
laugh,  Becker  started  giving  lessons  in 
economics  to  club  owners.  Instead  of 
chaisiing  small  admission  fees  and 
forcing   the   audience   to   eat   $10 


Man  behaving  badly 
Rob  Becker's 
irreverent 
approach  to 
relationships 
has  made  him 
the  hottest  ticket 
in  live  comedy. 


nachos  and  order  $5  beers,  why  not 
charge  them  $15  admission  and 
forget  the  booze  and  food.'  Playing 
initially  at  failing  comedy  clubs  in  San 
Francisco,  Dallas,  and  Washington 
D.C.,  Becker  slowly  persuaded  club 
owners  that  they  should  change  their 
policies.  Once  they  did  that,  overhead 
dropped  sharply  and  they  could  afford 
to  pay  living  wages  for  die  acts. 

By  the  early  90s  Becker  was  netting 
more  than  $35,000  a  week.  Maybe 
when  he  gets  tired  of  comedy,  he 
should  teach  at  a  business  school.  He 
would  be  smarter  than  a  lot  of  the 
teachers  and  certainly  a  lot  funnier. 

Having  just  finished  a  one-year 
Broadway  stint,  Becker  is  playing  to 
sold-out  2,500-seat  theaters  around 
the  country  at  up  to  $49  a  head.  He's 
netting  close  to  $200,000  a  week. 
The  real  money  lies  ahead:  Caveman 
videos,  books,  audio  tapes  and  the 
inevitable  merchandise  spinoffs:  T 
shirts,  hats,  coffee  mugs.  Publishers 
are  waving  big  advances  for  a  book — 
look  \\'hat  Howard  Stern's  tomes  have 
sold.  Becker's  in  no  hurry  to  close  any 
of  these  deals. 

"Every  time  I  turn  an  offer  down," 
he  says,  "the  offer  seems  to  go  up. 
They  only  respect  what  they  spend 
tons  of  money  on."  ^ 
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What  does  a  CEO  do 
when  somebody 

puts  the  corporate  logo 
on  a  tchotchke? 


It  happens,  needless  to  say. 
Somebody  down  the  line  decides  to  save  a  few  pennies  on  a  corpo- 
rate gift  -  and  another  CEO  is  left  acutely  embarrassed. 

How  do  you  convince  the  people  who  order 
such  things  that  they're  toying  with  the 
corporation's  reputation? 

If  somebody  is  going  to  put  your  corporate 
logo  on  a  gift  -for  customers,  or  prospects, 
or  your  own  employees  -  shouldn't  it  be 

,   ,  something  that  you  won't  find  mortifying? 

It  sends  the  <=>  ^  jo 

wrong  message.  After  all,  a  thoughtful,  carefully  chosen  gift 

says  a  lot  about  the  standards  that  you've  set  for  the  corporation,  in 
big  things  and  small. 

Here's  a  thought.  Have  the  person  who  orders  your  corporate  gifts 
take  a  look  at  our  Lands'  End "  Corporate  Sales  catalog. 

The  merchandise  in  this  catalog  is  all  lands'  End  merchandise, 
well- designed  and  well  made.  Every  stitch  says  quality. 

And  if  you  should  want  us  to  embroider  a  logo  on  it,  we'll  make  it 
with  as  much  care  and  attention  as  the  product,  itself. 

Why  not  tear  out  this  ad  and  pass  it  along  to  the  person  in  your 
organization  who  orders  your  gifts? 

After  all,  a  corporate  gift  doesn't  just  say  something 

about  your  corporation. 

Since  you're  the  CEO,  it  also  says  something  about  you. 

G)rporate  Sales 

To  that  person  in  charge  of  gifts  and  incentives:  for  our  Corporate  Sales  catalog  and 
more  on  our  services,  just  call  1-800-916-2255,  or  fax  your  business  card  to  1-800-965-3329. 
Or  e-mail  to  corpsales@landsend.com  or  go  to  our  website,  www.com/corpsales. 

Lands'  End  products  are  not  for  resale  in  a  retail  setting.  ©  1997  Lands'  End,  Inc. 


Does  the  future  of  banking  belong  to  arrays  of  ATM  machines? 
Or  is  there  still  room  for  flesh-and-blood  bankers? 

Is  banking  diffeifent 
from  pumping  gas? 


By  Seth  Lubove 

To  SEE   IN   HIGH   RELIEF 

the  two  warring  philoso- 
phies behind  much  of 
retail  banking  today, 
check  out  the  intersection 
of  Fourth  and  Arizona 
streets  in  Santa  Monica, 
Calif  On  the  southwest 
corner  is  a  Wells  Fargo 
Bank  branch.  A  lonely 
bank  officer  sits  among 
empty  desks  as  most  oi 
Wells'  customers  conduct 
their  business  with  four 
automated  teller 

machines.  Wells  recently 
closed  a  branch  nearby. 

On  the  northeast 
corner  is  the  main  branch 
of  $673  million  (assets) 
Santa  Monica  Bank.  This 
feels  like  banking  as  it 
used  to  be.  Santa  Monica 
Bank's  lobby  is  a  beehive 
of  friendly  bank  officers 
and  human  tellers.  If  you  have  a 
problem,  you  can  call  the  bank's  pres- 
ident and  chief  executive,  Aubrey 
Austin,  who  will  be  happy  to  chat  for 
a  while. 

Two  banks,  two  very  different 
strategies.  Wells  Fargo  thinks  it  can 
attract  money  and  customers  with  the 
lowest-cost,  most-automated  con- 
sumer banking  operations.  Santa 
Monica  Bank  and  other  large  Califor- 
nia thrifts  and  banks  believe  that 
plenty  of  people  are  still  willing  to 
pay  a  bit  extra  to  get  old-fashioned 
customer  service  along  with  their 
ATMS  and  Internet  banking  services. 

"I  love  Wells  Fargo  because  every 
time  they  close  a  branch,  I  get 
business  left  and  right,"  chuckles 
Austin,  whose  grandfather  cofound- 
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ed  the  bank  in  1928. 

Richard  Hartnack  sides  with 
Austin.  Hartnack  is  vice  chairman  of 
Union  Bank  of  California,  a  $30  bil- 
lion (assets)  institution  controlled  by 
the  Bank  of  Tokyo-Mitsubishi,  Ltd. 
Whereas  Wells  Fargo  has  closed  hun- 
dreds of  branches  in  the  last  year, 
Hartnack  has  expanded  his  branch 
system  by  33%,  to  242  branches  since 
his  arrival  in  1 99 1,  each  of  them 
employing  12  people  on  average. 
Some  are  in  grocery  stores,  but  most 
are  freestanding,  bricks-and-morfar 
outlets.  "'Branches  are  still  a  critical 
component  of  where  people  go  to 
open  an  account,"  Hartnack  says. 

You  might  think  that  Hartnack  and 
Aurin  arc  out  of  step  in  their  com- 
miti  cut  to  new  branches,  but  while 


Wells  Fargo  ATM's  in  Santa  Monica,  Calif. 
Few  people  go  back  to  the  old  ways. 


consolidation  has  reduced  the 
number  of  U.S.  banks  from  14,451 
in  1982  to  9,451  today,  the  number 
of  bank  branches  has  jumped  from 
around  40,000  in  1982  to  nearly 
58,000  in  1996.  Despite  all  the  new 
technology'  and  ATMs  that  were  sup- 
posed to  empty  human  employees 
out  of  banks,  bank  employment 
nationwide  is  around  1.5  million, 
about  the  same  as  in  1991.  In  Cah- 
fornia  alone,  bank  employment  is  also 
about  the  same  as  it  was  in  1991, 
around  152,421. 

No  question — Wells  Fargo's  is  the 
low-cost  way.  Will  customers  pay  for 
the  human  touch.>  "That's  the  big 
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DOCUMENT 

COMPANY 

XEROX 


If  we  said  it,  you  probably 
wouldn't  believe  us. 


X 


We've  been  getting  rave  reviews  about  the 
Xerox  DocuPrint  C55  color  laser  printer.  After 
all,  the  Xerox  DocuPrint  C55  is  the  first 
fully  featured  color  laser  printer  at  the 
breakthrough  price  of  $3,500* 

No  wonder  LivelVire  said,  "Make  no  mis- 
take, the  C55  is  a  highly  competitive  product. 
Low-cost  color  laser  printing  is  a  reality." 

Its  features  include  our  exclusive  Fax 
Friendly™  option,  making  colors  readable 
when  faxed.  And  the  ability  to  remotely 
access  and  manage  printers  via  the  Internet. 


\\ 


s 


Basf  model,  estimaled  street  price. 


The  footprint  of  the  DocuPrint  C55  is  up  to  40% 

smaller  than  comparable  color  laser  printers.  This 

prompted  the  Hard  Copy  Observer  io  say  this 

is  "the  first  product  for  which  the  name 

'desktop  color'  is  not  a  fib." 

Plus,  you  get  world-class  performance 
at  5  ppm  for  color,  and  12  ppm  for  black  & 
white,  all  at  600  dpi. 

With  positive  press  like  this,  it's  a  good  time 
to  contact  your  local  computer  reseller,  or  call 
Xerox  at  1-800-34-XEROX,  exL  2989.  Or  visit  our 
Web  site  at  www.xerox.networkprinters.com 


THE  DOCUMENT  COMPANY 
XEROX 


XEROX.'  The  Document  Ciimpany*  and  Ihe  digital  X"  are  trademarks  of  XEROX  CORPORATION,  Fax  Friendly™  option  sold  separately,  le  L'SC  -580. 


brought  you  a  little 


GTE  Internetworking 


L 


BBN  built  the  forerunner  to  the  Internet, 
and  sent  the  world's  first  e-mail. 
They  run  the  world's  leading  Intei      t 


research  center,  BBN  Technologies. 
Now,  BBN  has  joined  forces  with  GTE 
to  create  GTE  lnternetworl<in9.  We're 


investing  hundreds  of  millions  of  dollar 
to  build  a  backbone  network  100  time 
bigger  than  today's   Internet-   bii   biie< 


Wabii 


enough  to  withstand  the  rigors  o 
business.  For  companies   large  a 
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folks  who 


athing  called 


the  Internet. 


in 


small  this  means  a  quicker,  more  every  security  test  thrown   at  them 

reliable,  more  secure  way  of  doing  by  the  National  Computer  Security 

business  on  the  Internet.  In  fact,  GTE  Association.  To  find  out  more,  call  us 

Internetworking  provides  the  only  at  800-472-4565,  or  visit  our  web  site 

Web  hosting  service  that  has  aced  at  www.lnternetworklng.gte.com. 
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NTERNETWORKING 

POWERED   BY   B  B  N" 
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Santa  Monica  Bank's  Aubrey  Austin 
New  business,  thanks  to  Wells  Fargo. 


bet,  isn't  it?"  Hartnack  asks. 

If  banking  is  like  pumping  gas, 
Wells  Fargo  wins.  Says  Hartnack: 
"One  need  only  look  at  the  gas  sta- 
tion business  in  California  to  see  that 
faced  with  paying  a  couple  of  pennies 
more  per  gallon,  people  serve  them- 
selves." But  he  doesn't  think  banking 
is  gas.  His  predecessor  closed  Union's 
drive-through  windows.  Hartnack 
has  reopened  them. 

Union  is  working  on  ways  to 
charge  customers  for  frequent  use  of 
some  services,  such  as  frequent  trans- 
fers or  withdrawals,  and  conceivably 
the  use  of  convenient  drive-through 
banking  facilities. 

Washington  Mutual,  Inc.,  the  $94 
billion  Seattle-based  thrift  that 
recently  won  a  bidding  war  for  Los 
Angeles'  mighty  Great  Western 
Financial  Corp.,  also  thinks  there's 
money  to  be  made  going  counter  to 
Wells  Fargo's  high-tech,  low-head- 
count  approach.  "The  customers 
want  the  choice  and  don't  want  the 
bank  to  drive  them  into  a  particular 
distribution  channel,"  says  Deanna 
Oppenhcimer,  executive  vice  presi- 
dent of  corporate  relations  and  con- 
sumer banking  for  Washington 
Mutual. 

Washington  Mutual,  Union  or  the 
others  are  not  necessarily  a  bunch  of 


Luddites.  They 
have  nothing 
against  technolo- 
gy. It's  just  they 
are  betting  that  a 
lot  of  people 
prefer  a  human 
interface  between 
them  and  tech- 
nology. Smiles 
Union  Bank's 
Hartnack:  "I'd 
describe  our 
approach  as  tra- 
ditional, made 
better." 

Using  new  soft- 
ware that  auto- 
matically orders 
title  insurance  and 
appraisals,  Wash- 
ington Mutual's 
loan  officers  can 
approve  and  process  a  new  mortgage  in 
as  little  as  five  days,  compared  with  45 
days  a  few  years  ago.  But  you  still  talk 
v^dth  a  loan  officer. 

Wells  Fargo?  It's  sticking  to  its 
computer-and-ATM-intensive  course 
(Forbes,  Oct.  21,  1996).  While  com- 
petitors increase  their  payrolls  and 
branch  counts,  Wells  has  closed 
branches  and  slashed  12,600  jobs 
since  acquiring  First  Interstate 
last  year. 

Joseph  Stiglich,  the  Wells  executive 
vice  president  who  oversees  retail 
branch  banking,  says  Wells  believes 
that  when  customers  think  "ser\ace," 
they  think  about  which  bank  offers 
the  easiest,  quickest,  least  expensive 
access  to  money — not  about  some 
nice  guy  in  a  bow  tie  explaining  why 
it  will  take  five  days  to  approve  your 
loan  application.  At  Wells,  a  small 
business  anywhere  in  the  country  can 
apply  for  a  loan  of  up  to  $100,000  by 
faxing  in  a  simple,  two-page  applica- 
tion form;  approval  can  take  as  little 
as  a  few  hours. 

Wells  will  have  over  600  low-cost 
minibranches  in  California  supermar- 
kets by  the  end  of  the  year,  most  of 
them  not  much  more  than  a  bank  of 
ATMs  and  two  to  four  employees.  Its 
number  of  traditional  branches  will 
drop  to  only  450,  compared  to  600 
at  die  end  of  last  year. 

"Customers  who  begin  to  use 
other  formats  rarely  return  to  just 


using  a  traditional  branch,"  says 
Stiglich.  "I  haven't  come  across  a  cus- 
tomer who  says  they  were  an  ATM 
user  but  they've  gone  back  to  tellers 
and  branches." 

Ifithe  bottom  line  is  to  decide  the 
outcome.  Wells  is  vidnning,  at  least  for 
now.  Despite  very  weak  second-quarter 
'earnings  (thanks  to  costs  involved  with 
its  merger  with  First  Interstate),  Wells 
earned  1.51%  on  assets  in  the  quarter. 
Compare  that  against  1.32%  at  Union, 
1.01%  at  Washington  Mutual  and 
1.19%  for  the  industry  last  year.       ^ 


The  community-bank  play 

Is  THE  COMMUNITY  BANK 

about  to  go  the  way  of  the 
corner  grocery  store? 
Anthony  Frank,  who  was 
very  successfiil  in  savings 
and  loans  and  later  served 
as  U.S.  Postmaster  General 
during  the  Bush  Adminis- 
tration, has  teamed  up 
with  Richard  Decker  Jr., 
former  chief  executive  of 
bank  holding  company 
WestAmerica  Corp.  They 
are  betting  $75  million  of 
their  own  and  other 
investors'  money  that 
there's  a  big  future  in 
independent  community 
banks  with  up  to  $500 
million  in  assets.  "There's 
never  been  a  better  time 
for  a  community  bank, 
because  [the  big,  low-cost 
banks]  are  driving  new 
customers  into  their  arms 
all  the  time,"  says  Frank. 

Frank  and  Decker  are 
playing  the  trend  by 
buying  controlling  stakes 
in  up  to  12  community 
banks  in  California,  such  as 
Security  First  Bank  in 
Orange  County. 

Are  they  putting  them- 
selves smack  in  the  face  of 
a  tidal  wave  of  consolida- 
tion and  of  technological 
change?  Maybe,  but 
they're  betting  a  nice  piece 
of  change  that  it  won't 
happen.  -S.L.  Hi 
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Business  is  beautiful.  Especially  in  a  state  where  the  corporate  income  tax  rate  hasn't  increased 
since  1972.  And  where  hourly  manufacturing  wages  are  well  below  the  national  average.The 
northernmost  right-to-work  state  in  the  Southeast. Virginia  boasts  an  exceptionally  capable  work- 
force, enabling  businesses  to  manufacture  everything  from  rocket  systems  to  semiconductors  to 
compact  discs.  No  wonder  over  ISO  Fortune*  500  companies  have  manufacturing  facilities  here. 
Perhaps  it's  time  you,  too,  discovered  the  beauty  of  doing  business  in  Virginia.   wIRGINIA 


Contact  Wayne  Sterlmg,  CED,  Executive  Director.  Virginia  Economic  Development  Partnership.  RQ  Box  798,  Rich, 


mond.VA.  23218,  804-371-8202.  www, YesVirginia.org. 
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How  to  keep  off 

The  Forbes  Fouir  Hundred 


BY  MARK  SKOUSEN 


Mark  Skousen 
is  editor  of 

Forecasts  &  Strategies, 
an  investment 
newsletter  based  in 
Potomac,  Md.,  and 
author  of  the  original 
work,  The  Complete 
Guide  to  Financial 
Pwacy  (Simon  & 
Schuster,  1983). 
Mskousen@aol.com 


"You  SEE  THAT  MAN  over  there  driving  that 
tractor?"  my  father  asked  me  as  we  drove  by  a 
farm.  "He's  a  millionaire."  This  was  in  the 
1950s.  There  weren't  a  lot  of  millionaires 
around  in  the  1950s.  Only  my  father,  who 
was  his  attorney,  knew  that  his  net  worth 
placed  him  among  the  highest  1%  of  the 
state's  citizens. 

Dad's  client  was  no  miser.  He  just  didn't 
beheve  in  flaunting  it.  Maintaining  a  low  pro- 
file is  an  established  American  tradition.  You 
don't  have  to  be  a  drug  dealer  to  prefer  secre- 
cy, anonymity,  unUsted  telephone  numbers.  It 
saves  you  a  lot  of  bother  and  unwanted  atten- 
tion. Justice  Louis  Brandeis  once  said:  "The 
right  most  prized  by  civilized  man  is  the  right 
to  be  left  alone." 

A  Warren  Buffett  cannot  preserve  his  priva- 
cy, no  matter  how  hard  he  tries.  He  runs  a 
pubUcly  traded  company  that  controls  many 
household  names.  The  same  with  Bill  Gates 
and  with  almost  anyone  who  heads  a  big 
public  company.  Donald  Trump  does  not,  of 
course,  even  want  to  be  anonymous. 

But  if  the  stock  market  or  the  business 
world  has  been  good  to  you  and  you  would 

Justice  Louis  Brandeis 
once  said:  ^^The  right 
most  prized  by  civilized 
man  is  tlie  right  to 
be  left  alone." 


just  as  soon  not  attract  a  lot  of  attention,  here 
are  some  suggestions. 

A  prominent  international  tax  attorney 
(who  wishes  to  remain  anonymous,  of  course) 
told  me,  "I  know  uvo  dozen  people  who  have 
avoided  The  Forbes  Four  Hundred  list  by 
going  offshore."  He's  not  talking  about  doing 
it  to  cheat  Uncle  Sam — though  many  people 
try  that.  There  are  legitimate  motives:  becom- 
ing judgment-proof,  divorce-proof,  or  maybe 
even  FoRBES-proof 

Here  are  some  ways  to  avoid  tenacious 
Forbes  researchers,  litigious  relatives  and 
greedy  ex-spouses: 


1 .  Own  real  estate  and  other  assets  through 
nonidentifiable  trusts  or  corporations.  Trusts 
may  include  a  revocable  living  trust,  land  trust 
or  charitable  remainder  trust.  Such  trusts  not 
only  avoid  probate  but  can  hide  the  identity  of 
property  owners.  An  irrevocable  trust  can 
convey  ownership  of  real  estate  to  others.  In 
addition,  the  corporate  veil  can  hide  ownership; 
Nevada  bearer  corporations  and  Delaware  cor- 
porations are  especially  popular  for  this  purpose. 

Real  estate  expert  John  Schaub  of  Sarasota, 
Fla.  has  written  a  report  on  the  subject, 
"Financial  Privacy  and  Asset  Protection  for 
Real  Estate  Investors"  (800-237-9222,  $19). 
In  addition  to  owning  property  in  the  name 
of  a  trust  or  corporation,  Schaub  recommends 
renting  with  an  option  to  buy  as  a  way  to 
profit  from  appreciating  real  estate  without 
getting  noticed.  The  main  drawback  with  this 
approach  is  that  you  don't  have  the  same  pro- 
tection against  competing  claims  to  the  prop- 
erty that  you  do  with  a  recorded  deed. 

2.  Buy  coins,  art  and  collectibles  through 
a  reputable  dealer  or  bid  at  auctions — both 
anonymously.  The  right  collectibles  are 
portable,  recognizable  and  easily  trans- 
ferable: gold  bullion,  rare  coins,  diamonds 
and  other  gems. 

3.  Use  trusts  and  international  business 
corporations  (iBCs).  This  is  the  ultimate  priva- 
cy vehicle  for  wealthy  Americans.  In  addition 
to  foreign  bank  accounts  and  real  estate,  for- 
eign trusts  and  corporations  give  additional 
protection  through  the  use  of  nominee  direc- 
tors and  shareholders.  Note:  Offshore 
accounts  must  be  disclosed  on  Schedule  B  of 
your  1040  tax  return. 

An  excellent  source  for  these  techniques  is 
Financial  Privacy  Report^  a  newsletter  edited 
by  Michael  Ketcher  (612-895-8757,  $99 
annually). 

I  recendy  read  in  The  Wealthy  i 00  that  Ben 
Franklin  was,  after  taking  inflation  and  relati\'e 
values  into  account,  among  the  100  wealthiest 
Americans  ever.  Old  Ben  had  a  saying  that  still 
resonates  wath  many  Americans:  "Let  every 
man  know  thee,  but  let  no  man  know  thee 
thoroughly."  Though  he  was  a  patriotic  Amer- 
ican, if  Ben  were  around  today,  I  suspect  he 
would  keep  his  affairs  private  by  going  off- 
shore— probably  to  Paris.  H 
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ice.  Snake.  Chicken's  feet.  Octopus.  In  Asia,  all  kinds  cars  than  any  other  nickel  producer.  We're  also  a 
f  things  go  into  a  rice  bowl.  But  one  item  is  really  popular  item  on  the  menu  of  Asia's  architects, 
urprising:  nickel.  Let  us  explain.  For  years,  stainless        construction    engineers    and   railway   manufacturers. 


teel  has  been  an  ingredient  of  cutlery 


nd  cookery  in  North  America, 


•ecause  it  doesn't  transfer 


ood's  taste  or  odor, 


nd   is   hygienic. 
>Iow,    for    the 
ame    reasons, 
t's  being  used 
o     make    rice 
jowls  and  chop- 


ticks  in  Asia.  Which 


s  appetizing  news  for  the 


nvestor.  Because  Inco  makes 

I 
he  nickel  that  makes  the 

tainless   steel.   And   rice 

TOwls  aren't  the  only  thing  we 


bring  to  the  table. 


As   well,   our   nickel   is   in   increasing 

demand    for    a    number    of 

high-tech   applications, 

from       personal 

computers    and 

televisions    to 

printed  circuit 

boards     and 

rechargeable 

batteries.  It's  why 

at  Inco,  we're  on  an 

aggressive   program    of 

expansion  and  growth,  at  our 

Voisey's  Bay  deposit  in  Canada,  and  in 

Indonesia.  In  fact,  we're  increasing  our  annual 

nickel  production  capacity  dramatically.  So,  what's 

in  the  rice  bowl  for  you?  If  you're  an  investor, 

plenty.  For  our  annual  report,  or  for  a  video  or 

pamphlet  detailing  our  activities  throughout  Asia, 


Inco  nickel  is  playing  a  key  role  in  calll-800-36I-INCO.Orvisitusatwww.incoltd.com. 

^^many  of  Asia's  booming  industries.  For  instance,  we 
ake  more  forms  of  nickel  for  bicycles,  motorcycles  and 
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v-Tkis  vast  landscape  of  comfort,  capacity  and  luxury  is  found  tucljed  inside  the  Chevy"' Tahoe*  the  i  utility 
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IKE  ALL  AMERk  ANS  1  LIKE  BIG  THINGS.  BIG  PRAIRIES,  BIG  FORESTS  A  ^^^^^ 


utility  vehicle-  designed  to  kave  no  Loundaries.    kttp:// www.clievrolet.com   1-800-950-TAHOE 


A 


UNTAINS,  BIG  WHEAT  FIELDS  AND  EVERYTHING  ELSE.  - TeJJy Roosevelt 


T  A  H  O  E 
LIKE  A  ROCK 


Doing  business  in  China  can  be  a  terrible  pain. 
Japanese  companies  are  more  than  willing 
to  put  up  with  it. 

Planting  season 


By  Neil  Weinberg 


In  August  Takeo  Mizutani,  head 
of  planning  for  Mitsubishi  Elec- 
tric     Corp.'s      semiconductor 
group,  woke  up,  turned  on  the 
[^   radio  and  got  a  shock.  China  was 
considering    a    new    tax    on 
exports.  Just  what  Mitsubishi 
Electric  needed.  Its  $167  mil- 
Hon  joint-venture  microchip 
assembly  plant  in  Beijing  will 
enter  a  world  already  riddled 
with  unstable  power  supplies, 
export    quotas,    duties    on 
imported  equipment,  med- 
(.llesome  politicians.  Now  the 
chips  it  will  export  could  face 
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further  exactions. 

Why  do  people  put  up  with  all  this 
just  to  get  into  China?  Because  they 
are  afraid  not  to.  Industrializing  at 
almost  incredible  speed,  China  con- 
tains a  fifth  of  the  world's  popula- 
tion. Last  year  China  (including 
Hong  Kong)  passed  Taiwan  to 
-become  Asia's  top  semiconductor 
market  after  Japan.  Dataquest  Hong 
Kong,  a  market  research  outfit,  fig- 
ures the  chip 
market  in  China 
is  worth  $5.6 
billion  and  is 
growing  at  over 
30%  a  year. 

"Long  term, 
there's  no  ques- 
tion China  will 
become  a  huge 
[semiconductor] 
market,  and  you 
can't  wait  until 
it  is  to  get  in- 
volved," says 
Mitsubishi's 
Mizutani. 

As  he  speaks, 
he  jots  down  the 
three  characters 
that  form  the 
Chinese  phrase 
"old  friends." 
The  point  is 
clear:  The  Chi- 
nese will  re- 
member those 
who  helped 

them  industrial- 
ize in  the  early 
days. 

Mitsubishi's 
four  main  Japan- 
ese rivals  in  semiconductors  have  also 
gotten  the  point.  Toshiba  built  a 
chip  assembly  plant  near  Shanghai  in 
1994.  In  recent  months  NEC,  Hitachi 
and  Fujitsu  have  all  expanded  their 
existing  plants  or  announced  new 
Chinese  chip  ventures. 

The  rush  of  Japanese  investment 
is  meant  in  part  to  counter  similar 
moves  by  U.S.  chipmakers  like 
Motorola  and  Intel.  Because  they 
already  manufacture  so  many  elec- 
tronic products  in  China — from 
TVS  and  air  conditioners  to  power 
generating  systems — the  Japanese 
face  pressure  to  make  locally  more 
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They  Can  Take  Better  Care 
Of  Their  Patients. 

Because  We  Take  Care  Of 
Their  Financial  Security. 


Practicing  the  science  of 
medicine  leaves  precious 
little  time  for  a  doctor 
to  do  anything  else.  That's 
why  so  many  medical  professionals  and  millions 
of  other  Americans  rely  on  us  for  help  with  their 
financial  security.  We're  American  General, 
one  of  the  largest  providers  of  retirement  services, 
life  insurance,  and  consumer  loans.  A  corporation 
with  $77  billion  in  assets  and  $6.7  billion  in 
shareholders'  equity.  By  doing  what  we  do  best, 
we're  helping  people  do  what  they  do  best. 


Helping  12  million  Americans  do  better  financially. 

Retirement  Services  •  Life  Insurance  •  Consumer  Finance 

American  General  Life  •  American  General  Life  and  Accident  •  Franklin  Life  •  United  States  Life 
All  American  Life  •  Old  Line  Life  •  USLIFE  Credit  Life  •  American  General  Life  of  New  York 
American  General  Finance  'VALIC  •  American  General  Securities  Incorporated 

For  information,  visit  www.agc.com  or  call  1  (800)  AGC  -  1111 
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of  the  chips  they  need  for  these 
products. 

The  Chinese  government  wants 
the  country  to  be  more  self-sufficient 
in  chips.  The  Chinese  do  not  much 
love  the  Japanese,  but  helping  the 
government  achieve  its  goals  is  one 
way  to  be  forgiven  for  past  trans- 
gressions. "Semiconductors  are  the 
rice  of  the  electronics  industry,"  says 
Wei  Yong,  a  manager  at  Shanghai 
International  Holding  Co.,  a  local 
government-owned  organization 
promoting  high-tech  investment  in 
Shanghai. 

Accordingly,  Fujitsu  has  since 
1994  been  transferring  to  China's 
Nantong  Huada  Microelectronics 
Co.  the  technology  to  assemble 
logic  chips,  including  microcon- 
trollers and  linear  integrated  cir- 
cuits, for  consumer  electronics.  In 
May  Fujitsu  said  it  will  fund  a  semi- 
conductor and  communications  re- 
search center  as  part  of  the  Chinese 
Academy  of  Sciences'  bid  to  create 
a  Chinese  Silicon  Valley. 

Three  months  after  the  announce- 


ment Fujitsu  received  permission  to 
build  what  will  be  one  of  China''s 
largest  chip-assembly  plants.  The 
joint  venture  will  turn  out  40 
million  semiconductors  a  month 
from  1999.  Not  to  be  outdone, 
Hitachi     opened     a     16-megabit 

^There's  no  question 
China  will  become  a  huge 
[semiconductor]  market, 
and  you  can't  wait 
until  it  is  to  get 
involved." 


dynamic  random  access  memory 
(dram)  assembly  plant  near  Shang- 
hai in  July. 

Its  partner,  the  Singapore  Eco- 
nomic Development  Board,  is  also 
the  primary  investor  in  the  $20  bil- 
Uon  China-Singapore  Suzhou  Indus- 
trial Park  (Forbes,  Jan.  27),  where 
the  Hitachi  venture  is  located. 

Japan's  NEC  is  by  far  the  biggest 


player  in  the  game.  The  world's 
second-largest  chipmaker  (after 
Intel),  NEC  has  been  operating  things 
in  China  since  1972. 

In  May  NEC's  crusty  chairman, 
Tadahiro  Sekimoto,  built  on  NEC's 
old  friendships  when  he  traveled  to 
Beijing  to  sign  a  $1  billion  agree- 
ment with  Prime  Minister  Li  Peng 
to  build  a  joint-venture  chip  plant. 
NEC  will  invest  $200  million  for 
29%  of  Shanghai  Hua  Hong  NEC 
Electronics. 

Along  with  the  money,  NEC  will 
hand  over  state-of-the-art  0.5-to- 
0.35-micron  process  technology. 
This  will  enable  China  to  turn  out  its 
first  8-inch  logic  and  memory  chips 
in  1999  for  use  in  personal  comput- 
ers and  other  fairly  sophisticated 
products.  It  won't  hurt  that  Hu  Qi 
Li,  China's  Minister  of  Electronics 
Industry,  is  also  chairman  of  NEC's 
chipmaking  partner. 

Like  Mitsubishi's  Mizutani,  the 
Japanese  executives  involved  know  that 
doing  business  in  China  can  be  a 
headache.  But  no  pain,  no  gain.      ^M 
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PEOPLE   DRIVE  CARS, 

>^MD  OTHER 

REVOLUTIOM>^RV 

CDBSERV/XTKOMS., 


July  15,  1986: 

Chrysler  Corporation  designers  sketch 

an  idea  that  moves  the  passenger  cab  forward 

on  the  chassis  and  the  wheels  to  the  corners, 

creating  a  larger  space  for  people.  It 

contradicts  eight  decades  of  automotive  design. 


rr 


January  8,  1997: 

Auto  Show  crowds  get  the  first  glance  at  the  next  generation 

of  cab-forward  thinking  in  the  all-new  1998  Dodge  Intrepid 

and  Chrysler  Concorde.  Competitors' shoulders  sag. 


December  31,  1996: 

20  major  awards 

for  cab-forward 

sedans.  So  far. 


March  23,  1994: 

Ducks  mistaking  Chrysle 

test  track  for  local  pond 

unwittingly  inspire  agile 

handling  of  Chrysler  Cirr. 

and  Dodge  Stratus  sedan. 


"iiii 


It  seemed  like  an  obvious  notion:  Cars  should 
be  designed  around  people,  not  machinery.  But  it 
led  to  what's  been  called  "a  generational  leap  in 
automotive  design."  'W|Lsimply  call  it  cab-forward. 


Call  toll-free  1-888-GREA' 


By  fundamentally  rethinking  the  car's  architectur  ;,:rcab 
we  managed  to  expand  seating  areas  as  well  ;  ;illi)ej 
improve  ride  and  handling.  More  than  two  millic  .^^j^ 
vehicles  later,  it  seems  that  people  approve.  And  no  '4^^ 


www.  chryslercorp.  cor 


September  9,  1987: 
''heir  creation,  dubbed  Portofino,  debuts  at 
he  Frankfurt  Auto  Show.  Acclaim  leads  a 
hrysler  Coloration  exec  to  ask:  "Why  can't 
ZL-e  build  a  production  car  like  this?" 


January  7,  1969: 

Chrysler's  design  and 

engineering  teams  agree  their 

new  midsize  car  should  reflect 

the  thinking  in  Portofino — 

scrapping  current  plans. 


S^'piuiil\r  .V,  199!: 

International  Motor  Press  Association  gets 

preview  of  new  "cab-forward"  sedans  at 

Moran  's  Restaurant  in  New  York.  Journalists 

are,  briefly,  too  excited  to  eat. 


April  2,  1993: 
wte  from  the  Los  Angeles 
Times:  "Thanks  to  that 


ab-forward  design,  rear 
seating  in  [the  Chrysler 
HSJ  offers  the  same  knee 
nd  leg  room  as  first  class 
on  Air  France." 


September  15,  1992: 
Chrysler  Concorde,  Dodge  Intrepid, 

and  Eagle  Vision  sedans  are 

launched.  Their  cab-forward  profile 

"makes  everything  else  look  old," 

according  to  one  writer. 


March  12,  1993: 

Two  Chrysler  designers,  working  on  new 

compact  sedan  late  on  Friday,  decide  to  go  for 

Chinese  food.  Nine  hours  later  they  arrive  in 

Chinatown — in  New  York. 


November  6,  1992: 

To  get  mall  shoppers  to  stop 

and  test  their  seating  prototype, 

a  group  of  Neon  engineers 

offers  free  hot  dogs. 


e're  about  to  launch  the  next  wave  of  vehicles  that 
ill  be  even  more  striking,  more  comfortable,  and 
lore  fun  to  drive.  Call  us  revolutionaries,  but  we 
link  that's  what  great  cars  are  supposed  to  be  about. 


Ahtiays  use  seal  belts.  Remember,  a  backseat  is  the  safest  place  for  children. 


GREAT  CARS. 
OREAT  TRUCKS. 

^CHRYSLER  CORPORATION 


A  lawyer  turns  author  and  discovers  that  the  publish- 
ing industry  is  in  a  worse  mess  than  the  courts. 

Mid-list  msis 


By  Leonard  Garment 

This  spring,  after  50  years  of  litigat- 
ing and  fighting  political  battles, 
I  published  a  memoir — Crnzy 
Rhythm — and  became  a  certified 
author.  I  expected  to  find  in  the  book 
business  a  pleasant  and  high-minded 
contrast  to  my  day  job.  Instead,  I  dis- 
covered an  industry  so  dysfunctional  it 
made  me  long  for  a  nasty  estate  battie. 
For  reasons  I  will  describe,  the  whole 
country  is  the  loser. 

Virtually  every  author  invests  a 
ridiculous  amount  of  time  in  a  book 
and  hopes  it  will  find  many  readers.  I 
was  no  exception.  Crazy  Rhythm  got 
great  reviews,  which  I  say  not  to  boast 
but  to  explain  how  I  was  deluded  into 
thinking  the  book  might  be  at  least  a 
modest  market  success.  In  fact,  I'll  be 
lucky  if  10,000  copies  are  sold. 

I  did  many  print,  radio  and  TV  inter- 
views. My  publisher.  Times  Books,  a 
division  of  Random  House,  sent  me 
on  an  eight-city  book  tour.  Out  on  the 
road,  I  noticed  the  first  ominous  signs. 
The  small,  independent  booksellers  in 
the  cities  I  visited  had  my  book  in 
stock  in  respectable  quantities  and, 
because  of  the  good  reviews,  displayed 
it  prominently  at  the  all-important 
front  of  their  stores.  But  at  the  big 
chains,  the  book  was  scarce.  Some 
stores  had  a  copy  shelved  down  in  the 
history  section,  alongside  biographies 
of  President  James  Garfield.  Others 
swore  they  had  the  book  but  could 
not  locate  it.  And  sometimes  it  was 
not  there  at  all. 

I  went  back  and  complained  to  the 
people  at  Random  House.  One  of 
them  called  me  the  most  ungrateftil 
author  he  had  ever  seen,  which  to  a 
trial  lawyer  is  a  vote  of  confidence.  As 
a  result  of  my  pestering,  they  agreed  to 
take  special  care  to  see  tiiat  books  were 
in  stock  at  the  next  stop  on  m>  book 
tour,  Pittsburgh. 

I  did  a  media-filled  tour  of  diat  cit>', 
then  called  Pittsburgh  attorney  Irving 
R.  Kaufrnan,  a  man  of  ability'  and  a  dis- 
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I  kept  complaining  and  started 
learning.  When  I  asked  a  friend,  ace 
literary  lawyer  Robert  Barnett,. 
whether  anything  could  be  done  to 
prod  the  system  to  more  aggressive 
marketing,  he  answered  sadly,  "These 
things  have  to  be  in  place  before  pub- 
lication. Two  weeks  after  the  book 
comes  out,  it's  too  late."  I  also  took 
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tant  relative  of  mine.  Would  he  help 
me  conduct  an  experiment.'  I  would 
give  him  $400  to  tour  Pittsburgh's 
bookstores  and  see  how  many  copies 
of  Crazy  Rhythm  he  could  bu\'.  Cash 
in  hand,  lawyer  Kaufman  spent  three 
days — and  reported  that  he  was  able  to 
spend  only  half  his  budget.  He  scored 
consistently  in  the  independent  book- 
stores but  struck  out  in  the  chains. 


my  case  to  the  chief  of  Random 
House.  "Go  tell  it  to  the  big  boys,"  he 
said,  speaking  of  the  chain  bookstores. 
"They  run  the  show." 

Light  began  to  da\vn,  and  the  depth 
of  the  industry's  troubles  became  clear- 
er. Each  year  the  publishing  industry 
unleashes  a  biblical-size  flood — 60,000 
hardcover  and  softcover  tides  in  1996 
in  the  U.S.  This  humongous  mass 
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ranges  from  high-quality  works  to 
dreck  and  pseudo  books. 

Why  the  stupetxing  numbers? 
Partly  because  publishers  are  engag- 
ing in  prayerful  guesswork  when  the\' 
make  their  marketing  judgments.  In 
the  tace  of  radical  uncertainty,  ihey 
hedge  their  bets. 

Along  with  uncertainty,  though, 
publishers    must    face    a 
':  i  retail  climate  not  primarih' 
I  of  their  making.  Big  chain 
5  stores  have  come  to  domi- 
I  nate  the  industry,  squeez- 
5  ing    independent    book- 
sellers to  near-e.xtinction. 
The  chains  own  the  book- 
shelf real  estate,  order  the 
books  (at  large  volume  dis- 
counts), set  up  the  point- 
of-purchase  displays  (for  a 
price )  and  decide  when  to 
ship  books 


Author  Leonard  Garment 
Fighting  to  save  tlie 
independents. 


back  to  the  publisher  (for 
full  credit). 

These  retailers  are  short 
on  literary  tradition  and 
long  on  synergy.  Bestsell- 
ers— especially     celebrity 
bestsellers,  and  more  espe- 
cially confessional-celebrity 
bestsellers — draw  crowds; 
who  cares  whether  the  money  they 
fork  over  is  for  books  or  magazines  or 
tapes  or  pastry  at  the  coffee  bar? 

Publishers  respond  by  striving 
mightily  to  produce  bestsellers,  which 
means  that  huge  advances  and  mar- 
keting efforts,  representing  a  dispro- 
portionate share  of  their  resources,  go 
to  a  small  number  of  high-recognition 
names,  and  to  sex,  self-help  and  adven- 


ture themes.  These  get  the  Hollywood 
blockbuster  treatment. 

The  overwhelming  bulk  of  new 
books  with  serious  merit  fall  into  a  cate- 
goty  euphemistically  dubbed  "mid-list." 

At  a  typical  publisher's  marketing 
conference  that  takes  place  months 
before  the  publication  of  a  forthcom- 
ing list — and  often  before  finished 
manuscripts  exist — each  editor  makes 
a  pitch  to  the  publisher's  sales  force. 
The  salespeople  factor  in  the  prefer- 
ences, known  or  supposed,  of  the  big 
chain-store  buyers.  Then  the  same 
sales  force  recommends  big,  little 
or  medium  merchandising  support 
for  each  title.  Needless  to  say, 
the  salespeople  have  not  read 
the  books. 

Through  this  decision  process  the 
great  bulk  of  mid-list  books  are  given 
a  small  printing  of,  say,  10,000 
copies.  Publishers  accord  them 
modest  to  minuscule  advertising  bud- 
gets and  give  them  a  few  weeks  of 
murky  semivisibility  in  the  stores. 

Once  in  a  blue  moon  a  book  of  this 
sort  catches  tire,  but  the  chains  usual- 
ly ship  the  majority  back  to  the  pub- 
lisher and  the  mid-list  shredder.  By  die 
time  this  happens,  publishers  and 
chains  have  long  since  turned  their 
attention  to  the  next  list.  The  books 
are  like  the  widgets  on  the  assembly 
line  in  Modern  Times,  moving  too  fast 
for  C;harlie  Chaplin  to  get  his  wrench 
around  them. 

The  chain  bookstores  have  their  rea- 
sons. I  launched  a  letter-writing 
exchange  with  Leonard  Riggio,  chief 
executive  officer  of  Barnes  &  Noble. 
Mr.  Riggio  asked  that,  as  a  fellow 
Brooklynite,  I  try  to  understand  his 
situation:  He  has  to  deal  with  a  vast 
supply  of  books  from  publishers  who 
do  not  realize  that  the  chains  can't 
make  people  read  books  they  don't 
want  to  read. 

Unfortunately,  Riggio's  got  a  point. 
In  absolute  numbers,  more  people  in 
the  U.S.  than  ever  before  are  literate, 
but  by  and  large  they  do  not  buy 
books  of  quality.  For  decades  the  Cas- 
sandras  have  pictured  our  culture 
going  to  hell  in  a  technological  hand- 
basket.  During  that  time  the  optimists, 
myself  among  them,  have  disagreed. 

But  we  optimists  are  losing  the 
argument.  The  overall  level  of  cultur- 
al   discourse    in    the    country    has 


declined.  The  flickering  images  of  the 
cathode  tube  and  the  movie  projector 
have  quite  clearly  affected  not  just 
people's  willingness  to  read  but  what 
they  want  to  read.  Personal  computers 
ai'e  accelerating  this  change. 

So  there's  a  big  market  for  some- 
thing on  the  printed  page,  but  not  for 
literature.  The  chains  respond  to  this 
market;  thus  the  minibooks  and  cap- 
puccino, autograph  sessions  and  in- 
house  happenings,  movie  scripts  in 
bookbindings. 

Isn't  this  how  free  markets  are  sup- 
posed to  work?  In  the  book  industry 
this  poses  two  special  problems.  First, 
the  situation  is  commercially  unstable. 
Bookstore  chains  are  growing,  but 
they  are  doing  so  by  offering  a  mix  of 
goods  and  services  easily  provided  by 
other  types  of  retailers. 

The  book  chains  are  media  depart- 
ment stores  and  are  vulnerable  to  the 

Big  chains  dominate 
the  industry,  squeezing 
independent  booksellers 
to  near-extinction. 


same  sorts  of  change  that  felled  Gim- 
bels  and  Abraham  &  Straus. 

Even  as  they  may  be  digging  their 
own  graves,  tlie  chains  are  choking  die 
independent  booksellers.  This  change 
is  taking  bookselling  away  from  orga- 
nizations for  which  promoting  litera- 
ture is  meaningful  and  giving  it  to 
organizations  less  devoted  to  the  task. 

For  publishers,  the  present  arrange- 
ments are  not  working  at  all.  Despite 
their  embrace  of  the  marketing  ethic, 
sales  of  books  are  just  about  flat  and 
profit  margins  arc  embarrassing.  The 
publishers,  by  depending  so  heavily  on 
the  chains,  have  entrusted  their  fate  to 
a  retail  market  that  does  not  much 
care  about  books. 

Any  Forbes  reader  who  has  gotten 
this  far  is  someone  who  cares  about 
books.  Precisely  because  the  demo- 
cratic marketplace  will  never  be  a  nat- 
ural home  for  serious  books,  the  coun- 
try has  an  interest  in  ensuring  the 
health  of  businesses  for  which  litera- 
ture is  a  priority.  Never  mind  the  dis- 
counts and  the  espresso;  patronize 
your  independent  bookseller. 

Soon.  And  often.  WM 
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Magic  numbeirs 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


Recent  political  controversies  over 
changing  t±ie  consumer  price  index  might 
leave  the  false  impression  that  someone  just 
goofed  on  this  particular  statistic,  making  it  an 
inaccurate  measure  of  inflation.  The  inaccura- 
cy of  the  CPi  is  hard  to  deny,  but  this  is  to 
some  extent  inherent  not  only  in  this  statistic, 
but  in  many  other  statistics  on  which  we  rely 
uncritically. 

Hospitals  and  doctors,  for  example,  are 
sometimes  judged  by  the  mortality  rates  of 
their  patients.  Commonsensical  as  this  may 
sound,  it  violates  one  of  the  most  elementary 
requirements  for  valid  statistics:  There  is  no 
comparable  group  of  patients  with  whom 
these  mortaUty  rates  can  be  compared. 

Some  of  the  best  hospitals  and  some  of  the 
best  doctors  get  the  toughest  cases.  If  they 
can  save  three-quarters  of  the  cases  on  which 
others  have  given  up,  this  is  a  major  achieve- 
ment, even  if  that  leaves  them  with  a  25  per- 
cent mortality  rate. 

The  absence  of  comparable  samples  likewise 
completely  undermines  a  recent  study  which 
"proved" — at  least  to  the  media's  satisfac- 
tion— that  spanking  does  no  good  and  seems 
to  do  harm.  The  study  followed  children  who 
had  been  spanked  and  children  who  had  not. 
After  several  months,  it  turned  out  that  the 
spanked  children's  behavior  was  worse  than 
that  of  the  children  who  were  not  spanked. 

When  numbers  seem  to  support 
an  existing  belief,  they  are  quickly 
accepted,  whether  they  involve 
spaniking  or  unemployment. 


What  was  lacking  was  a  comparable  group 
of  children  with  given  behavior  at  the  outset, 
so  that  the  effect  of  spanking  could  be  isolat- 
ed. Unless  parents  were  spanking  their  chil- 
dren for  no  reason,  chances  are  that  those 
who  got  whacked  on  the  backside  were  doing 
something  to  deserve  it. 

The  lack  of  what  statisticians  call  a  "control 
group"  to  compare  is  just  one  of  the  reasons 
for  meaningless  and  misleading  statistics.  Fail- 
ure to  define  what  you  are  talking  about  is 
another. 

tor  example,  when  a  man  migrates  from 


Italy  to  Australia  and  marries  a  woman  who  is 
an  Australian  citizen,  that  is  counted  as  an 
"intermarriage"  in  statistical  studies.  It  may 
well  be  that  her  family  knows  his  family 
because  they  both  came  from  the  same  town 
in  Italy  but  the  difference  in  their  citizenship 
status  makes  this  just  as  much  of  an  intermar- 
riage on  p.aper  as  if  an  Eskimo  had  married 
a  Spaniard." 

For  years,  Keynesian  economists  talked 
about  the  trade-off  between  inflation  and 
unemployment  and  how  government  should 
"fine  tune"  the  economy  to  pick  the  best  com- 
bination. In  practice,  it  turned  out  that  the 
government  was  lucky  to  get  the  right  channel. 
The  source  of  this  Keynesian  optimism  was 
a  set  of  statistics  known  as  the  "Phillips 
Curve,"  which  showed  how  inflation  and 
unemployment  were  related  to  one  another  in 
the  early  postwar  years.  Alas  for  the  Keynes- 
ians,  statistics  for  later  years  showed  no  such 
correlation.  We  learned  the  hard  way  that  we 
could  end  up  with  both  high  inflation  and 
high  unemployment — "stagflation" — and  now 
we  are  having  low  rates  of  both. 

Unfortunately,  when  numbers  seem  to  sup- 
port an  existing  belief,  they  are  quick  to  be 
accepted,  whether  they  involve  spanking  or 
unemployment. 

Some  people  grasp  at  statistics  the  way  a 
drowning  man  grasps  at  straws.  Since  you  can 
always  add  numbers  together  and  get  a  total, 
regardless  of  what  the  numbers  are  about,  all 
sorts  of  statistical  rankings  are  eagerly 
watched — when  in  fact  what  should  be 
watched  are  the  ways  these  numbers  are  put 
together. 

For  years,  parents  and  students,  as  well  as 
colleges  and  universities,  have  been  watching 
the  academic  rankings  published  annually  by 
U.S.  News  &  World  Report.  Indeed,  more 
than  a  few  cases  of  fudging  the  facts  have  been 
discovered  among  academic  administrators 
seeking  to  boost  their  rankings  because  of  the 
importance  attached  to  them. 

Even  if  the  statistics  tliemselves  were  per- 
fectly honest,  however,  they  would  prove 
practically  nothing.  When  professors'  salaries 
go  into  the  statistical  witches'  brew,  for  exam- 
ple, this  represents  something  that  has  very 
little  to  do  with  the  actual  teaching  of  stu- 
dents. In  a  survey  by  The  Chronicle  of  Higher 
Education,  only  13%  of  professors  said  that 
teaching  is  rewarded.  Research,  and  especially 
research  grants,  are  what  affect  the  paycheck. 

Rccentl)',  some  academic  institutions — 
including  some  ranked  number  one — have 
belatedly  begun  to  challenge  these  rankings. 
Let's  hope  that  tliis  is  die  beginning  of 
a  trend.  ^ 
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hether  entering  new  markets, 


introducing  new  product  lines  or 
expanding  globally,  corporate  man- 
agement is  under  constant  pressure 
to  do  it  better,  faster  and  cheaper. 
For  those  smart  enough  to  make  out- 
sourcing a  central  part  of  their  busi- 
ness strategy,  selecting  the  best 
providers  and  crafting  favorable  deals 
are  critical  to  staying  competitive  in 
the  new  millennium. 

This  white  paper  was  pre- 
pared by  the  Management 
Strategies  service  of  the 
Yankee  Group,  a  subsidiary 
ofPrimark  Corporation.  The 
Yankee  Group,  a  worldwide 
market  research  and  consult- 
ing firm,  regularly  conducts 
research  on  market  and  user 
implications  for  outsourcing 
services  within  America's 
leading  companies.  The 
Yankee  Group  has  more  than 
600  client  firms  that  are  both 
users  and  providers  of  out- 
sourcing services. 


In  the  early  1990s,  skeptics  were  quick  to  dismiss  the  widespread  adoption 
of  outsourcing  as  a  passing  fad,  a  management  tool  du  jour  whose  role   , 
would  diminish  significantly  as  economic  conditions  improved.  They  couldn't  t 
have  been  more  wrong. 

In  fact,  outsourcing  played  an  integral  role  in  the  rebound  of  U.S.  businesses. , 
freeing  management  to  concentrate  oacore  competencies  and  become  more 
focused  and  competitive.  By  the  end  of  1997  more  than  90%  of  Forbes  500s  com- 
panies will  have  outsourced  significant  components  of  their  business  infrastruc-- 
ture,  according  to  estimates  from  the  Yankee  Croup. 


OPPORTUNITY  ABOUNDS 

The  economy  is  booming.  The 
stock  market  is  hitting  record 
highs,  unemployment  is  at  record 
lows  —  and  inflation  remains  in 
check.  Business  is  thriving,  not 
only  because  traditional  lines  of 
business  are  prospering,  but 
because  traditional  companies 
are  rapidly  reengineering  them- 
selves to  be  different. 

Opportunity  abounds  —  but 
only  for  those  companies  flexi- 
ble enough  to  react  swiftly  to 
changes  in  market  demand. 
Over  the  next  three  years,  com- 
panies everywhere  will  be  chal- 
lenged to  manage  change  far 
beyond  the  limits  of  what 
they've  dealt  with  over  the 
last  three  decades.  Business 
change  will  continue  to  be 
driven  by  the  usual  "suspects" 
—  mergers  and  acquisitions, 
deregulation,  changing  tax  laws, 
governmental  regulations,  new 
product  and  service  offerings, 
and  new  ways  of  reaching  cus- 
tomers and  suppliers  (e.g., 
Internet  and  extranets).  More 
and  more,  however,  change  will 
be  driven  by  heated  global  com- 
?ietition  and  the  need  to  solve 


the  Year  2000  (Y2K)  compliance 
problem,  which  is  consuming 
vast  corporate  IT  resources  and 
money  as  the  new  millennium 
approaches. 

Not  surprisingly,  companies 
that  can  change  faster  and  more 
efficiently  than  their  competi- 
tors have  the  best  shot  at  future 
success. 

AN  EFFECTIVE  ALTERNATIVE 
FOR  MANAGING  CHANGE 

Outsourcing  both  business  and 
IT  functions  can  be  an  extreme- 
ly effective  alternative  for  imple- 
menting the  business 
changes  required 
to  gain  competi- 
tive advantage. 
At  the  same 
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'    Recruitment  Outsourcing  Is  What  We  Do.     ' 
I    Simply  Outstanding  Is  How  It's  Done.  ■ 


You're  concentrating  on 
your  core  competencies. 
So  you  need  a  partner 
who  can  take  away 
staffing  headaches  and 
take  responsibility  while 
you're  doing  what  you 
do  best.  That's  where 
Management  Recruiters 
International  comes  in. 


We're  your  search  and 
recruitment  outsourcing 
partner. 

We'll  put  together  a 
team  of  professionals 
with  the  resources  at 
their  fingertips  to  staff 
your  business  with  quali- 
fied, take-charge  people. 
You'll  decide  how  to 


market  your  product. 
We'll  find  the  sales  talent 
to  implement  the  plan. 
You've  got  a  successful 
production  process. 
We'll  develop  the  systems 
to  staff  it.  You  have  the 
latest  technology.  We 
know  the  people  who 
can  put  it  to  work  for 


you.  Whether  It's  a  team 
of  professionals  or  a  single 
key  manager,  MRI  can 
assemble  the  resources 
to  get  the  job  done  right. 
For  more  information, 
call  800-875-4000 
or  visit  our  website  at 
www.mrinet.com. 


Sales  Consultants'^ 

Management 
Recruiters® 

CompuSearch® 

OfficeMatesS® 


M^l  Intelligent  Staffing  Solutions. 


www.mrinet.com 
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time,  outsourcing  can  help  com- 
panies better  utilize  internal 
resources  and  maximize  their 
control  over  the  change  manage- 
ment process. 

For  example,  outsourcers 
with  a  broad  geographic  infra- 
structure and  service  capability 
can  immediately  provide  deliv- 
ery options  for  customers  want- 
ing to  quickly  penetrate  new 
global  markets.  Outsourcers  can 
readily  deploy  trained  experts 
and  experienced  staff,  thereby 
eliminating  delays  in  retraining 
in-house  staff  or  recruiting  from 
the  outside.  Outsourcers  are  up 
to  date  on  the  latest  methodolo- 


gies to  more  efficiently  deliver 
required  services. 

WHAT  IS  OUTSOURCING? 

The  Yankee  Group  defines  out- 
sourcing as  any  service-related 
purchasing  decision  by  manage- 
ment that  includes:  work  nor- 
mally done  by  salaried  employ- 
ees that  is  consigned  to  a 
vendor-supphed  service  amd 
staff;  any  specific  subset  of  busi- 
ness-related services  with  a 
finite  scope;  a  negotiated  agree- 
ment with  a  credible  third-party 
services  vendor  bound  by  con- 
tractual service-level  agreements 
(SLAs);  and  a  finite  contract 


SPS  Payment  Systems 

The  SPS  Advantage... 
Resources,  Relationships,  Results 

If  you  are  like  many  growing  businesses,  you  arc  long  on 
opportunity  and  short  on  resources.  That  makes  you  an 
ideal  candidate  for  relationship  partnering  with  SPS 
Payment  Systems,  a  leading  provider  of  technology- 
based  outsourcing  services.  With  SPS,  you  will  have 
ready  access  to  electronic  transaction  processing,  con- 
sumer credit  card  services,  commercial  accounts  process- 
ing, call  center  teleservices  and  electronic  loyalty  and  frequency  programs. 

SPS  focuses  on  active  teamwork  to  devise  innovative  solutions  for  your  busi- 
ness systems  problems.  We  leverage  our  resources  —  people,  facilities,  systems 
and  software  —  to  achieve  quality  results  for  our  clients.  SPS'  team  approach  to 
problem  solving  is  an  important  part  of  our  culture,  exemplifying  our  strategic 
approach  to  meeting  your  business  needs.   In  short,  we  are  a  uniquely  designed 
company  of  interrelated  businesses  that  can  produce  profitable  results  for  you. 


Robert  Wieseneck 

President  and  CEO 

SPS  Payment  Systems,  Inc. 


Payment  Systems 

Visit  our  Web  site  at  www.spspay.com  to  learn  more. 


period  of  one  to  three  years  at 
the  low  end  and  seven  to  ten 
years  at  the  high  end. 

Typical  outsourcing  arrange- 
.  ments  are  characterized  by  many 
of  the  following: 

•  Company  transfers  staff  to 
vendor 

•  Company  transfers  assets  to 
vendor 

•  Deal  has  cost-containment 
elements 

•  Company  gains  access  to 
value-added  business  func- 
tionality 

•  Company  gains  access  to 
added  levels  of  skilled  and 
expert  staff. 

OUTSOURCING'S  RISE  TO  FAME 

Traditionally,  well-managed  com- 
panies were  those  that  could 
keep  the  ratio  between 
increased  revenue  and  increased 
operating  cost  at  a  favorable 
level.  If  revenues  decreased, 
companies  usually  reduced  oper- 
ating costs  as  quickly  as  possi- 
ble, hi  the  late  eighties  and  early 
nineties,  this  led  to  significant 
downsizing  initiatives.  But  after 
several  rounds  of  downsizing, 
companies  were  approaching 
critical  mass  in  their  staffing 
requirements.  Further  reduc- 
tions threatened  their  ability  to 
produce  products  and  deliver 
service. 

Outsourcing  first  appeared  in 
the  late  eighties  as  an  alternative 
—  and  radically  different  —  way 
for  management  to  achieve  its 
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We've   Completely   Rethought 


Freight    Transportati 


It's  amazing  what  can 


Have    You? 


happen  when  you  open 


the  door  to  new  possibihties.  You  view  sourcing,  manufacturing  and  distribution  as  a  continuum.  And  you 
treat  transportation  expenditures  as  an  investment  which  pays  dividends  in  customer  satisfaction  and  mar- 


ket share.  That's  the  kind  of  thinking 


that  has  shaped  CNF  Transportation: 


a  $4  billion,  diversified  group  of  busi- 


nesses, united  by  a  shared  commitment 


to  quality  service  and  innovative  solu- 


tions. Widi  26,000  people,  25,000  pieces 


of  equipment,  nearly  100  jet  freighters 


and  worldwide  coverage,  we  certainly 


have  the  resources  to  meet  your  needs. 


More  to  the  point,  though,  we  have 


ideas  to  help  strengthen  your  supply 


chain.  And  in  today's  world,  it's  ideas 


that  really  carry  weight. 


C/IF 

TRANSPORTATION 


Where  ideas  carry  weight 


Emery    Worldwide     *     Con-Way    Transportation    Services     «     Menlo    Logistics      http://www.cnf.cor 
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Rick  Roscitt 

President  and  CEO 

ATST  Solutions 


AT8T  Solutions 

AT&T  Solutions  Provides  Strategic  Advantage 
for  McDermott  International 

Last  year,  McDermott  International,  a  $3.2  billion  supplier  of 
power  generation  systems  and  marine  construction  services, 
embarked  on  a  much-needed  network  upgrade.  Its  plan  was 
to  outsource  to  an  organization  that  made  network  manage- 
ment and  services  its  core  business. 

In  a  win  over  major  competitors,  ATST  Solutions,  a  leader  in 
strategic  networking  solutions,  was  awarded  a  five-year,  $30  million  contract  to 
manage  McDermott's  voice,  data  and  video  network.  In  record  time,  ATST 
Solutions  met  the  contracted  service  levels,  provided  20%  cost  improvement  and 
installed  new  technology  with  no  significant  capital  outlay  from  the  client. 

"ATST  Solutions  offered  the  best  cost  proposal  and  professional  and  technical 
expertise  to  manage  our  network,"  says  John  Ruckert,  McDermott's  vice  presi- 
dent of  information  technology.   "We  view  our  relationship  with  ATST  Solutions 
as  a  complete  success." 

"ATST  Solutions  is  one  of  the  few  professional  services  companies  with  the 
deep  networking  and  management  skills  necessary  to  help  busi-  — — ;, 

nesses  navigate  through  these  complex  times,"  says  ATST  a 

Solutions'  President  and  CEO  Rick  Roscitt.   "We  help  identify 
opportunities  in  your  business,  implement  solutions,  then  man- 
age it  all  flawlessly." 


AT&T 


Ben  Trowbridge 

Partner 
Ernst  £  Young  LLP 


Ernst  £  Young  LLP 

Ernst  £  Young  with  Farmland  Industries  Offers 
Alternative  to  Outsourcing 

In  a  unique  deal  for  the  technology  outsourcing  market, 
Farmland  Industries  Inc.,  an  agricultural  cooperative  with 
sales  of  $9.8  billion,  recently  teamed  with  Ernst  S  Young  to 
form  OneSystem  Group  LLC.  The  joint  venture,  owned  and 
financed  equally  by  each  of  the  partners,  will  provide 
Farmland  with  complete  IT  operational  and  business  process 
services  in  a  15-year  risk/reward-sharing  agreement. 

The  venture  gets  its  core  IT  staff  from  Farmland,  a  move  that  allows  Farmland 
to  retain  its  organizational  culture.   Ernst  S  Young  brings  to  the  venture  key 
skills  in  SAP  application  knowledge,  consulting,  process  reengineering  and  proj- 
ect management.  Key  management  includes  executives  from  both  companies. 

"The  formation  of  OneSystem  has  been  truly  groundbreaking,"  says  Ben 
Trowbridge,  partner  in  Ernst  S  Young's  Business  Transformation  Synergy  Practice. 
"Rather  than  outsource  their  IT  function.  Farmland  worked  with  Ernst  6  Young  to  cre- 
ate an  alternative  solution.  We  launched  a  totally  new  type  of  venture  where  each 
party  shares  in  risks  and  rewards  that  go  beyond  a  traditional  outsourcing  relation- 
ship. Our  business  venture  truly  aligns  individual,  financial  and  corporate  goals." 

sU  Ernst  &YOUNG  up 

There  Isn't  a  Business  We  Can't  Improve. 


goals.  Early  deals  emphasized 
low  costs  and  improved  business 
focus.  Companies  considered 
outsourcing  only  if  it  could  pro- 
duce the  same  or  better  levels 
of  service  for  savings  of  15%  or 
greater,  thereby  reduciiig  the 
company's  operating  costs  and 
increasing  shareholder  value. 
At  the  same  time,  outsourcing 
freed  companies  from  oversee- 
ing the  day-to-day  operations  of 
certain  functions  —  releasing 
management  to  focus  on  its 
core  business. 

IT  services  were  the  most  fre- 
quently outsourced  function  in 
the  early  days.  But  as  corporate 
management  realized  the  direct 
benefits  of  IT  outsourcing,  it 
began  to  consider  other  non- 
core  business  functions  that 
would  benefit  from  being  out- 
sourced. These  included,  but 
were  not  limited  to: 

•  Back-office  accounting 

•  Benefits  management 

•  Customer  service 

•  Engineering  design 

•  Help-desk  management  and 
operation 

•  Human  resources  manage- 
ment and  operation 

•  Legal  services 

•  Facilities  management 

•  Physical  and  electronic 
security 

•  Printing  and  forms  distri- 
bution 

•  Mailroom  (internal  and 
external)  management  and 
operation 

•  Mobile  office/computing 
support 
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The  customer  is  always  right. 


That's  more  tme  today  than  ever  before.  Customers  want  selection,  service  and  convenience,  not  only  in  the 

products  you  oflFer,  but  in  the  way  they  pay  for  them  as  well.  Sharpening  your  edge  in  the  fiercely  competitive 
'90s  demands  innovative  solutions.  Where  do  you  find  the  resources,  experience  and  technology  to  get  ahead  - 

and  stay  ;ihead?  Outsource  to  SPS  Payment  Systems  (SPS).  We've  got  the  savvy  to  do  it  all:  from  payment 
processing  to  private  label  cards,  from  frequent  buyer  programs  to  call  center  service  and  support. 

U  you're  ready  to  meet  the  challenges  of  today's  marketplace,  look  to  the  company  that  understands  the 
importance  of  building  and  maintaining  customer  relationships.  Look  to  SPS. 

We  can  deliver  the  results  you  need  to  prosper  and  profit 

1-847-405-3500 

www.spspay.com 


Resources. 


Relationships 


Results. 
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Network  Transaction  Services  •  Consumer  Credit  Card  Services  •  Commercial  Account  Processing  Services 

TeleServices  •  Electronic  Information  Services 


Running  a  vast  computing  network  is  a  daunting  task  for  any  technology  executive.  As  a  leading  global 
network  computing  services  company,  Wang  can  help  you  plan,  deploy,  manage  and  maintain  your 
network  and  desktop  infrastructure  so  you  can  focus  on  creating  competitive  advantages  and  executing 
strategic  initiatives  for  your  business  —  you  remember,  the  job  you  were  originally  hired  to  do.  Every 
day,  more  companies  around  thr  world  are  turning  to  Wang  as  the  outsourcing  resource  for  network 
computing  solutions  that  maximi/^  •  technology  investments  and  facilitate  growth.  Wang  can  help 
you  assess  where  and  how  outsourcing  can  mak .-  the  most  sense  for  your  enterprise,  www.wang.com 


WANG 

Network  computing  services, 
the  world  over. 
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Gary  Butler 

President 

ADP  Employer 

Services 


ADP 

ADP  is  the  name  that  comes  to  mind  when  businesses  seek 
outsourcing  solutions  for  human  resources,  benefits  and 
payroll.  Our  29,000  associates  in  North  America,  South 
America  and  Europe  provide  high-quality  outsourcing  solu- 
tions to  400,000  clients  worldwide. 

As  market  trends  increasingly  favor  outsourcing  as  a  pre- 
ferred payroll  solution,  ADP  is  uniquely  positioned  to  be  the 
logical  vendor  of  choice  for  companies.  ADP's  strategy  to 
offer  payroll  "anyway"  presents  to  businesses  of  every  size  and  type  an  extensive 
menu  of  outsourced  and  on-site  payroll  solutions,  from  turnkey  service  to  client- 
site  software. 

ADP  also  provides  many  corporations  with  solutions  for  their  entire  human  resource, 
benefits  and  payroll  needs.  We  also  deliver  valuable  stand-alone  services  such  as  tax 
filing,  check  printing  and  distribution,  year-end  W-2S  and  benefits  administration. 

On  the  global  front,  the  increase  in  multinational  companies  and  the  strong 
demand  for  outsourcing  makes  Europe  a  particularly  attractive  marketplace  for  ADP. 

We  expect  to  capitalize  on  our  strengths.  As  we  leverage  these  strengths  into 
strategies,  we  expect  to  continue  to  grow.  And  this  growth  will  come  primarily 
^^H^^^^  from  our  current  core  business,  extending  our 

AjJ  J    ^^  market  opportunities  via  product  and  service 

®  offerings  and  through  continued  international 

Focus  on  what  mattersT     expansion. 


ALLTEL 

"ALLTEL  has  been  a  leading  provider  of  outsourcing  solutions 
for  almost  three  decades,  investing  in  proprietary  technolo- 
gy to  serve  specific  industries,  including  financial,  telecom- 
munications and  health  care. 

"Customer  success  is  our  primary  objective,  because 
ultimately,  it  is  the  only  true  measure  of  our  effective- 
ness. We  offer  high-value  outsourcing  that  includes 
computer  hardware,  application  software,  conversion 
and  consolidation  services,  training  and  technical  per- 
sonnel in  the  industry. 

"Companies  such  as  NationsBank,  GTE,  Colonial  National  Bank  of  Australia,  the 
Pilipino  Telephone  Corp.,  and  Republic  National  Bank  of  New  York  rely  on  ALLTEL 
to  add  value  as  a  business  partner.  We  approach  each  customer  situation  as  a 
strategic,  long-term  partnership  that  links  strategy,  technology  and  results,  and 
design  customized  solutions. 

"We  leverage  our  resources  to  manage  the  risk  and  costs  associated  with  technol- 
ogy investments.  The  customer  benefits  from  improved  performance,  increased 
control  and  ability  to  provide  responsive,  competitive  products  and  services  to  their 


Scott  Ford 

President 

ALLTEL  Corporation 


markets. 
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•  Payroll  services 

•  Procurement  activities 

•  Secretarial  and  administra- 
tive support 

•  Tax  services,  internal  audit 
and  accounting 

•  Temporary  staffmg  services 

•  Transportation,  distribution 
and  shipping  services 

•  Warehouse  management  and 
operation. 

As  outsourcing  proved  itself    . 
at  reducing  operating  costs,  its 
usage  —  and  its  success  rate 
—  soared.  The  prediction  that 
it  would  die  out  as  economic 
conditions  improved  later 
in  the  nineties  w^as  false. 
Unsuccessful  outsourcing 
arrangements,  the  by-product 
of  poorly  crafted  deals  or  radi- 
cally altered  business  models, 
v^ere  the  exception  rather  than 
the  rule. 

THE  OUTSOURCING  A0VANTA6E 

As  their  experience  grew,  cor- 
porate managers  discovered 
that  there  were  many  more 
benefits  to  outsourcing  than 
just  low  costs  and  improved 
business  focus.  Indeed,  the  list 
of  advantages  expanded  to 
encompass: 

•  Faster  access  to  global  mar- 
kets through  already-in- 
place  support  infrastructures, 
partnerships  or  alliances 

•  Lower  costs  through  larger- 
volume  purchase  agreements 

•  Lower  costs  by  leveraging 
multi-customer,  shared 
resources  (e.g.,  staff,  systems 
and  facilities) 


PKS...  The  Mark  of  a  Leader 


The  Golden  Rectangle  was  derived  by  the  ancient  Greeks.    It  is  the  foundation  for 
patterns  in  art,  architecture  and  nature. 

Today,  it  is  the  trademark  for  the  international  service  leader  in  computer  outsourcing  and 
systems  integration.  ^  b     ^ 

Behind  this  symbol  stands  a  company  u'hose  growth  has  been  driven  bv  a  strict 
adherence  to  four  simple  principles  rarely  practiced  by  others. 

■  Customer  Service  -  Customers  are  first.  We  will  provide  service  to 
ensure  the  highest  level  of  satisfaction. 

■  Quality  -  To  achieve  customer  satisfaction,  the  quality  of  our  work 
must  meet  the  highest  standards,  those  of  our  customers. 

■  Partnership  -  By  developing  a  partnership  with  customers,  we  share 
in  the  responsibility  for  satisfying  business  objectives. 

■  Ethics  -  We  will  conduct  business  in  an  ethical,  legal  and  socially 
responsible  fashion.  Our  integrity  will  never  be  compromised. 

Let  us  show  you  how  PKS  can  put  these  principles  to  work  for  you. 


INFORMATION 
SERVICES,  INC. 

A  Peter  Kiewil  Sons'  Compony 


Reengineerlng  and  Replatforming  .  Year  2000  Renovations  ■  Intemet/lntranetTJlut'irrs 

For  More  Information,  Please  Call:  800.757.9886 

www.pksis.com 
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AAurem  Sharpe 

Senior  Vice  President  and 

General  Manager 

Kelly  Management 

Services 


Kelly  Management  Services 

Four  years  ago,  Kelly  Management  Services  (KMS) 

and  a  major  manufacturer  entered  into  an  outsourcing 

agreement  that  has  saved  the  customer  nearly  $2  million 

in  administrative  costs.  Murem  Sharpe,  senior  vice 

president,  Kelly  Management  Services,  explains  how  this 

was  accomplished. 
"Our  customer  had  a  group  of  administrative 

employees  and  cross-utilization  of  skills  was  not  taking 

place.  We  helped  our  customer  meet  their  goal  of 

decreasing  manufacturing  cycletime  while  reducing 

overhead  costs.  Through  process  redesign,  strong  operational  management 

and  cross-training  we've  helped  our  customer  reduce  labor  costs  by  37%  and 

overtime  by  75%. 
"Our  cross-functional  administrative  support  services  teams  assist  1,000 

employees  at  a  seven-building  complex.  They  provide  our  customer  with  help 

when  it  is  needed,  and  at  the  appropriate  skill  level, 
whether  it  be  text  processing,  production  tracking, 
billing,  data  entry  or  database  management. 

"By  implementing  the  Kelly  Quality  Management 
System,  we  are  a  major  contributor  to  our  customer's 
global  quality  initiatives." 


Kelly 

Management 
Services 


A  unit  of  Kelly  Services" 


ARAMARK 

ARAMARK  and  BP  in  the  North  Sea 

The  stakes  were  high.  British  Petroleum  (BP)  needed  to  begin  generating  rev- 
enue quickly  for  what  it  perceived  to  be  a  "marginal"  oil  field  in  the  North  Sea. 
Enter  ARAMARK. 

ARAMARK  was  hired  to  provide  food  and  facility  services.  But  ARAMARK  man- 
agers quickly  realized  BP's  need  for  a  workable  design  for  the  crew's  living 
quarters.  They  ended  up  supervising  the  entire  design  and  construction 
process,  including  installation,  and  completing  it  six  months  ahead  of  schedule. 

BP  beg^n  drilling  oil  well  ahead  of  schedule  —  50,000  barrels  a  day  at  $22  per 
barrel.  ARAMARK's  contribution  to  BP's  growth:  a  "cool"  additional  $150  million. 

ARAMARK  Corporation  enables  enterprises  of  every  type  to  focus  on  their  core 
competencies  and  improve  customer  satisfaction.  Its  managed  services  include 
food  and  support,  uniforms  and  career  apparel,  child  care  and  education,  and 
magazine  and  book  distribution.  ARAMARK  has  more  than  150,000  employees 
serving  15  million  people  at  500,000  locations  daily.  The  employee-owned 
corporation,  with  sales  exceeding  $6  billion  in  1996,  is  headquartered  in 
Philadelphia. 


Ar<AMARK 


•  Large  pools  of  available, 
skilled  staff  that  could  be 
deployed  as  needed  to  meet  i 

.     immediate  business  needs 

•  Improved  employee  motiva- 
tion through  enhanced 
career-path  alternatives, 
increased  advancement 
opportunities,  increased 
profit-sharing  opportunities 
and  better  training 

•  Profit-center  oriented  man- 
agement 

•  Better  and  proven  propri- 
etary project  management 
processes  and  methodologies! 

•  Improved,  proprietary  sys 
terns  and  support  capabiUtiesi 

•  The  abUity  to  leverage 
company-wide  knowledge 
and  experience  through 
facilities  such  as  "best  prac- 
tices" databases. 

BUILDING  SUCCESSFUL 
OUTSOURCING  DEALS 

The  best  outsourcing  approach 
is  one  that  has  your  company's 
key  business  goals  at  its  core:  III 
should  help  increase  revenues, 
earnings  and  shareholder  value 

But  which  functions  should 
be  outsourced?  Conventional 
wisdom  dictates  that  all  non- 
core  functions  should  be  con- 
sidered. However,  the  Yankee 
Group  believes  that  core  func- 
tions should  not  necessarily  be  Ikdiiiissic 
dismissed  from  consideration, 
especially  when  an  outsourcer 
has  some  key  advantage  over 
your  in-house  alternate. 

The  recent  outsourcing  of 
a  circuit  board  design  by  a 
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In  the  heat  of  competition,  the  furious  pace  can  blur  the  obvious: 

rd-ljreaking  performance,  quarter  after  quarter,  demands  players  in 

with  you  and  your  strategies.  And  with  one  another. 

When  you  pick  Times  Mirror  Training  for  strategic  resourcing, 

drive  to  performance  improvement  is  supported  by  the  single- 

ed  mission  of  a  focused,  integrated  team. 

Kaset  International  for  managing  your  customer  relationships. 

ling  International  for  superior  performance  by  your  sales  team.  And 

ler  Miller  for  leadership  development  and  organizational  change. 


With  one  phone  call,  you  can  access  a  team  that  focuses 
all  its  world-class  alliances  on  your  global  success.  Our  unsur- 
passed range  of  skills  and  tools  is  designed  to  match  your  strategic 
strengths.  We  can  tailor  innovative  solutions  and  new  technology 
to  your  strategies  and  integrate  them  across  all  departments  and 
operating  levels. 

Join  the  major  organizations  now  using  the  Strategic  Resourcing 
Division  of  Times  Mirror  Training.  For  more  information,  call 
800-566-0630,  extension  44. 


Times  Mirror  Training 

8875  Hidden  River  Parkway  •  Tampa,  FL  33637  •  1-800-566-0630  Ext.  44 
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lohn  E.  Stuart 

Chairman  and  CEO 

IKON  Office  Solutions 


IKON  Office  Solutions 

what  if  you  could  increase  your  productivity  and  lower 
your  overhead  costs  at  the  same  time?  Or,  better  yet: 
What  if  someone  else  could  do  it  for  you?  Well,  as  far  as 
your  document  output  and  non-core  administrative 
functions  are  concerned,  someone  can.  And  that  some- 
one is  IKON  Office  Solutions. 

ikon's  highly  trained  team  of  professionals  is 
equipped  with  the  best  technologies  to  manage  all  of 
your  information  and  support  functions  as  efficiently 
and  effectively  as  possible. 

Paperwork  is  work.   Imaging,  printing,  duplicating,  collating,  binding  —  it's 
all  detail  work  that  can  take  up  enormous  amounts  of  time  and  resources  that 
you  could  —and  should  —  be  spending  elsewhere.  Yet  it  has  to  be  done  now 
and  it  has  to  be  done  right. 

IKON  Office  Solutions  has  the  expertise,  quality  control  and  extensive  national 
network  to  complete  your  project  to  your  exact  specifications  and  deliver  it  right 
on  time. 

At  IKON  Office  Solutions,  we  help  your  company  Work  to  Win. 


IIO^N 

^Office  Sol 


Solutions 
■888-ASK-IKON  www. ikon. com 


Coopers  S  Lybrand 

"Organizations  that  outsource  their  internal  audit 
functions  are  augmenting  their  corporate  brain- 
power," says  Mark  E.  Lefanowicz,  partner-in-charge 
of  internal  audit  outsourcing  at  Coopers  8  Lybrand. 
"They  are  hiring  us  as  much  to  think  for  them  as  to 
do  for  them.  They  value  an  objective,  independent 
perspective.  And  they're  quick  to  understand  and 
appreciate  a  process  that  links  risks  and  corporate 
objectives." 

Lefanowicz  describes  the  Coopers  S  Lybrand 
methodology  in  four  words:  process,  tools,  technol- 
ogy and  people.  He  adds,  "We  think  in  terms  of  the  processes  of  a  company, 
not  the  departments,  and  assess  them  in  terms  of  risk  vs.  reward.  Whether  it  is 
an  assembly  line  in  a  manufacturing  company,  the  hiring  process  for  a  shipping 
company  or  claims  management  in  an  insurance  company,  we  assess  the 
processes  involved,  evaluate  the  control  environment  using  a  consistent 
methodology  and  make  recommendations  designed  to  increase  revenues." 


Mark  E.  Lefanowicz 

National  Partner-in-Charge 

Internal  Audit  Services 

Coopers  t  Lybrand 


Coopers 
&Lybrand 


Coopers  &  Lybrand  L.L.R 

a  piofessional  services  firm 


manufacturer  of  multi-tier  com- 
puting platforms  offers  a  perr 
feet  example.  Outsourcing  the 
engineering  design  function  forj 
the  company's  new  product 
development  —  clearly  a  core 
function  —  was  a  radical  step, 
but  the  chosen  vendor's  exper- 
tise in  proprietary  and  robust 
software  design  tools  would 
give  the  manufacturer  a  clear 
advantage.  The  vendor  was 
able  to  deliver  the  new  designs  | 
in  weeks  instead  of  months,  a 
feat  that  substantially  reduced 
the  customer's  time-to-market 
and  dramatically  improved  the 
window  of  sales  opportunity. 

When  outsourcing  a  core 
function,  it  is  important  that 
your  contract  should  contain 
special  provisions  for  the  pro- 
tection of  intellectual  property 
rights  as  well  as  aggressive  pro- 
visions for  recapturing  the  func- 
tion in-house  down  the  road. 

I.  Select  Functions  to  Outsource 

In  choosing  areas  to  outsource, 
management  can  start  by 
reviewing  the  list  of  commonly 
outsourced  functions  that 
appears  on  page  6.  These  func- 
tions should  be  evaluated 
according  to  how  well  they 
meet  your  current  business 
requirements.  The  next  step  is 
to  determine  how  well  they  will 
meet  new  business  needs  as 
your  company  reengineers  itsell  j 
for  competitive  advantage. 

For  example,  if  a  global  cor- 
porate infrastructure  is  key  to 
your  company's  growth,  then 


an  HR  system 
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ES         BENEFITS         PAY 


know  the  feeling.  Your  boss  appears 
in  the  doorway,  asking  for  information 
'  that  your  current  HR  software  just  can't 
produce  on  demand. 

Fortunately,  with  a  Human  Resource 
Management  System  from  ADP,  every- 
thing from  benefits  projections  to 
staffing  analyses  is  just  moments  away. 
because  our  systems  are  so  flexible,  they 
illow  you  to  access  the  information  you 
want,  the  way  you  want  it. 
!         And  with  over  20  years  of  HR  expe- 
I  rience,  ADP  will  be  there  to  guide  you 
every  step  of  the  way.  From  cur- 
rent system  analysis  to  new  system 
implementation  to  ongoing  mainte- 
igance,  we'll  provide  a  support  team 
dedicated  to  your  needs. 

No  wonder  over  5,000  companies 
rely  on  ADP  for  HR  solutions.  Whether 
your  company  is  LAN-  or  WAN-based, 
requires  single-user  or  client-server  plat- 
forms, we  provide  solutions  that  seam- 
lessly integrate  your  HR,  benefits  and 
payroll  information. 

So  the  next  time  your  CEO  asks  for 
information,  you'll  be  able  to  deliver  it  on 
the  spot.  To  find  out  more,  visit  us  at 
adp.com  or  call  for  a  free  demo  disk. 


800    CALL    ADP 
ext.    380 

www.adp.com 
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Technology 

Solutions, 

Business 

Success 


Professional  Services 


Systems  Integration 


Business  Process  Outsourcing 


Electronic  Commerce 


Imaging  Services 


Desktop  Technology  Services 


Client  Server 


Information  Processing 


For  more  information 
please  contact  us  at: 

ACS  Marketing 

2828  N.  Haskell  Avenue 

Dallas  Texas  75204 

214.841.6931 


you  may 
need  to  select 
vendors  that 
can  make  up  for 
multi-country  defi- 
ciencies in  internal 
IT  and  tax  and  audit 
capabilities.  K  out- 
sourcing can  better  provide  you 
with  immediate  access  to  state- 


of-the-art  manufacturing  * 
control  and  distribu- 
tion software  to  meet 
anticipated  market 
demand  for  your  prod- 
uct, then  you  should  out- 
source that  function  in 
time  to  meet  the  upsurge  in 
market  demand. 
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2.  Evaluate  Functions 
to  Be  Outsourced 

Once  you  have  selected  the 
areas  to  be  outsourced,  you  need  If"™ 
to  carefully  detail  and  evaluate 
the  area's  capabilities  and  effi- 
ciencies. You  can  achieve  this  by 
estabhshing  an  outsourcing  team  ip'^'P^' 
that  will  take  responsibility  for 
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MRI 

"Today,  unprecedented  changes  are  transforming  every 
aspect  of  how  people  work  and  how  companies  hire. 
And  outsourcing  critical  functions  of  the  hiring  process 
is  one  way  in  which  growing  firms  are  responding  to  the 
pressures  of  growth  in  the  changing  world  of  work. 

"AARI,  Management  Recruiters  International  Inc.,  helps 
clients  concentrate  on  their  core  competencies.  For 
example,  a  major  pharmaceutical  company  introducing 
a  new  product  required  hundreds  of  professionals  on 
board  within  six  months.  MRI  put  together  a  team  of  staffing 
specialists  who  searched  and  recruited  exceptional  talent  on  time  and  on  budget, 
allowing  the  client  to  grow  their  business  without  growing  their  recruitment  staff 

"Whether  it's  a  team  of  professionals  or  a  few  key  senior  managers,  MRI 
assembles  the  resources  to  meet  our  clients'  needs  while  they  concentrate  on 
doing  what  they  do  best." 


Alan  R.  Schonberg 

President 

Management  Recruiters 

International  Inc. 
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ost  of  the  tasks  involved  in 
igaging  an  appropriate  vendor, 
le  tean\  may  be  supplemented 
yr  internal  and  external  special- 
ts  such  as  legal  counsel,  finan- 
al  staff,  etc.,  but  it  should 
dude  personnel  intimate  with 
le  functions  to  be  outsourced. 
The  team's  first  task  will  be  to 
iiild  a  comprehensive  project 
an  and  time  line  (most  selec- 
on  processes  take  six  to  nine 
lonths).  Then,  it  should  create 
nancial  models  for  business-as- 
sual  baseline  operations  as  well 
3  for  the  outsourcing  time 
■ame,  reflecting  the  impact  of 
,^  nticipated  business  change.  The 
am  should  evaluate  each 


potential  area  for  strengths  and 
weaknesses.  If  internal  service 
levels  are  available,  they  should 
be  included  in  the  request  for 
proposal  (RFP). 

3.  Prepare  a  Comprehensive  RFP 

The  RFP,  and  later  the  contract 
terms  and  conditions,  is  your 
best  defense  against  mismatched 
expectations,  which  can  lead  to 
failure.  Developing  a  comprehen- 
sive RFP  is  therefore  essential. 
The  RFP  should  clearly  identify 
corporate  management's  busi- 
ness goals,  as  well  as  carefully 
spell  out  the  specific  functional 
requirements  of  the  area  to  be 
outsourced.  It  must  also  contain 
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Expertise.  Technology.  Creativity.  These  underlying 
strengths  enable  Menio  Logistics  to  provide  the  full 
spectrum  of  logistics  solutions.  Menlo's  2,500-person 
talent  pool,  including  industrial  and  systems  engineers, 
brings  unparalleled  Expertise  to  projects.  Large  invest- 
ments in  Technology  have  led  to  Menlo's  world-class 
systems,  such  as  global  tracking,  real-time  warehouse 
management  and  route  optimization.  MenIo  Creativity 
sparks  customized  and  flexible  solutions,  whether  it's 
improving  information  flow,  synchronizing  supply  and  distribution  functions  or 
even  helping  clients  crystallize  their  own  strategic  business  plans.  Expertise. 
Technology.  Creativity.  With  them,  MenIo  hones  the  competitiveness  of  its 
growing  blue-chip  client  base,  including  Coca-Cola,  Hewlett-Packard,  NIKE, 
Sears,  AT&T,  IBM,  Time  Warner,  Frigidaire,  SlimFast  and  Dow  Chemical. 

"More  and  more,  as  we  grow  with  new  clients,  we're  also  taking  on  greater  roles 
in  managing  our  existing  customers'  inventory,  warehouses  and  transportation 
throughout  North  America  and  around  the  world.  Our  clients'  growing  confidence 
in  MenIo  Logistics  is  the  best  proof  that  we  continue  to  add  new  value  for  them." 


lohn  Wllliford 

President  and  CEO 

MenIo  Logistics 
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Expert  IT 
Outsourcing 
Services 


Delivering  the 
Freedom  to 
Excel 

Free    yourself  from 
IT    ownership    costs 
and      headaches      by 
outsourcing     to 
May  &  Speh.  Our  high- 
capacity      data      center 
frees    you    to    focus    on 
your    core     competencies 
while        benefiting        from 
the        latest        technologies 
and  dedicated  experts. 
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Solutions  to  Shape  the  Future 

800.729.1501       www.mayspeh.com 
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Ihere  are  processes  and  systems  within  your  company  that 
can  improve  your  bottom  Hne.  Areas  that  cause  unnecessary 
worry.  Coopers  &  Lybrand  Internal  Audit  Services  can  find 
them,  just  as  we  did  for  one  of  the  world's  largest  stock 
exchanges.  Not  just  with  fact-finding,  but  with  ideas.  Ideas 
that  came  from  our  people,  who  rolled  up  their  sleeves  and 
went  to  work  while  our  client  continued  to  set  new  records 
in  numbers  of  shares  traded.  Ideas  that  came  from 
industry-specific  tools,  technology  and  benchmarks.  And 
most  important,  ideas  which  were  actionable  and  imple- 
mented. In  fact,  95%  of  our  recommendations  are  activated 
within  six  months.  Clciurly,  there's  never  been  a  better  time 
to  be  a  Coopers  &  Lybrand  client.  To  learn  more,  call 
1-800-660-8027  ext.BAOI  or  visit  www.us.coopers.com. 
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PORATE  OBJECTIVES.   FiND  THEM.  AND  RISK  BECOMES  OPPORTUNITY. 
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Coopers  &  Lybrand  L.L.R 
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detailed  and  reasonable  service 
level  agreements  (SLAs). 

Your  RFP  should  provide  the 
vendor  with  your  company's 
preferences  regarding  delivery 
capability.  K  the  function 
requires  global  support,  your 
RFP  must  indicate  whether  you 
would  accept  a  vendor  that 
would  subcontract  with  part- 
ners, or  that  would  be  willing  to 
develop  infrastructure  capabili- 
ties in  countries  where  they  do 
not  already  have  a  presence. 
Alternatively,  you  should  specify 
if  you  require  the  vendor  to  have 
the  existing  infrastructure  in  all 


countries  where  the  vendor's 
service  is  needed, 

4.  Develop  a  Long  List  of 
Potential  Vendors 

While  the  RFP  is  being  written, 
you  should  develop  a  long  list  of 
potential  vendors.  One  way  to  do 
this  is  to  conduct  an  Internet- 
based  search  for  the  function  in 
question  (example:  tax  and  audit) 
and  the  word  outsourcing.  Include 
any  other  appropriate  search 
words,  e.g.,  global.  You  can  also 
seek  advice  from  consulting  firms 
that  specialize  in  outsourcing 
engagement  facilitation. 


Wang 


Wang  has  emerged  on  the  world  networking 
scene  over  the  last  few  years  in  a  big  way.  Today, 
it  is  a  leading  global  network  and  desktop  inte- 
gration and  services  company  with  skilled  profes- 
sionals serving  130  countries  around  the  world. 

joe  Tucci,  CEO  of  Wang,  discusses  his  company's 
incomparable  approach  to  outsourcing  services: 
"Every  customer  has  a  unique  set  of  challenges,  so 
we've  set  up  our  organization  in  a  way  that  it  can 
deliver  network  computing  services  as  needed 
across  entire  network  infrastructures  right  down  to 
the  desktop.  We  help  customers  plan,  deploy,  manage  and  maintain  their  net- 
work and  aesktop  environments  through  a  comprehensive  range  of  services. 

"Whether  it's  an  individual  task  like  help  desk  support,  or  the  complete  outsourc- 
ing of  a  global  network,  Wang  gives  customers  quantifiable  network  performance, 
predictable  costs  and  most  importantly,  the  freedom  to  focus  on  more  strategic 
business  building  initiatives." 


WANG 

Network  computing  services,  the  v/orld  over. 


When 
enough 

potential  candi- 
dates are  identified 
(10  to  12),  you 
should  send  each 
a  letter  of  inter- 
est or  a  request 
for  information 
(RFI).  The  pur- 
pose is  to  iden- 
tify at  a  high  level 
the  scope  of  ser- 
vices that  you 
require.  The  RFI  also 
solicits  detailed  information 
from  vendors  that  would  be 
interested  in  receiving  your  RFP. 
In  addition,  the  RFI  asks  ven- 
dors for  reference  accounts  and 
customer  lists  to  determine  com- 
petitive agreements. 

After  receiving  and  evaluating 
the  RFI  responses,  five  or  six 
vendors  at  the  most  are  selected 
to  receive  the  actual  RFP.  A  list 
of  evaluation  criteria  is  included 
so  that  responses  will  be  com- 
plete from  all  vendors.  Vendors 
should  be  given  adequate  time  to 
craft  a  detailed  and  comprehen- 
sive response.  Simple,  one- 
function  outsourcing  requests 
with  limited  geographical  impli- 
cations and  basic  pricing  scenar- 
ios can  be  responded  to  quickly 
(two  to  three  weeks).  More 
complex  requests  requiring  multi- 
functional, international  support 
and  complex  value-pricing 
scenarios  will  take  longer  for 
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lobody  wants  to  finish  second.  That's  why  IKON  Office  Solutions'"  helps  you  compete  better.  By  offering  copier 
systenns  and  integrated  computer  networking  solutions.  By  managing  your  company's  mailroom  and  copy  center. 
And  by  handling  your  imaging  and  file  conversion  needs.  We'll  use  the  latest  technology  from  companies  like 
Oce,  Canon,  Microsoft,  IBM,  Sharp,  Ricoh  and  Compaq.  All  backed  by  IKON's  custom  guarantee.  And  all 
designed  to  help  your  company  do  one  thing.  Win.  To  help  your  company  come  in  first,  call  us  at  1-888-ASK-IKON. 
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Office  Solutions- 


Work 
to  Win. 


www.IKON.com 
1-888-27.5-4566 

Micosoft  is  a  registered  trademark  of  Microsoft  in  the  U.S.  and  other  countries.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.  Compaq  is  a  registered 
'      trademark  of  Compaq  Computer  Corporation.  All  other  brand  and  product  names  are  the  trademarks  of  their  respective  holders. 
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includes  vendor  site  visits, 
customer  reference  checks 
and  a  bidders'  conference 
where  vendors  can  ask  ques- 
tions and  hear  corporate 
management's  specific  goals 
for  the  initiative  —  particularly 
those  that  relate  to  gaining  com- 
petitive business  advantage. 
After  the  RFPs  have  been 
returned,  the  responses  can  be 
evaluated.  During  this  time,  each 
vendor's  written  response  is 
rated,  along  with  the  information 
gathered  during  due  diligence. 

6.  Select  the  Vendor 

Out  of  this  process,  two  finalist 


Raul  Pupo 

President  and  CEO 

PKS  Information 

Services,  Inc. 


PKS 

"PKS  Information  Services,  Inc.  has  always  differentiated 
itself  by  focusing  on  service  in  the  value  proposition  to 
the  customer.  Our  processes,  our  people  and  our  pur- 
pose all  point  to  one  mission:  achieving  the  highest  level 
of  customer  satisfaction. 

"That  is  why  PKS  employees  were  particularly  proud  to 
accept  the  1997  Best  of  the  Best  Award  in  information 
technology  from  the  Quality  Assurance  Institute  (QAl),  a 
non-profit  organization  comprised  of  more  than  1,000 
public  and  private-sector  organizations.  PKS  won  for  its 

Technology  Project  Management  Process,  which 
incorporates  risk  and  impact  analyses  with  a  cus- 
tomer service  focus. 
"In  our  effort  to  be  the  preferred  partner  in  com- 

puter  outsourcing  and  systems  integration,  PKS  will 

^^\W  J''^  ^^  continue  to  adhere  to  guiding  principles  that  place 

I        I^L      ^^^        the  customer  at  center  stage. " 
-^      -^  ^^^"  PKS  Information  Services,  Inc.  is  an  international 

INFORMATION        company  providing  full-sewice  computer  outsourc- 
otKVIL.to,  INL..        jng,  systems  integration  services  and  ?ntcrprise 
A  Peter  Kiewit  Sons'  Company         Internet  services. 


vendors  are  selected  who  are 
then  allowed  to  work  more 
closely  with  your  outsource 
selection  team  to  further  refine 
their  responses.  This  is  particu- 
larly important  in  a  value-priced 
effort  that  has  competitive 
advantage  as  a  key  element. 
Finalists  should  be  allowed  up 
to  two  weeks  to  further  refine 
their  value-pricing  proposals,  at 
which  point  they  will  present 
their  final  proposals  to  senior 
and  line  managers.  Afterward,  a 
wiiming  vendor  is  selected,  a 
letter  of  intent  is  issued  and 
final  contract  negotiations  can 
begin.  Contract  negotiations  can 
take  from  one  day  to  many 
months,  depending  on  the  com- 
plexity of  the  deal  and  the 
nature  of  the  companies 
involved. 

7.  Consider  Value-Pricing 
Options 

Many  vendors  will  take  an  alter- 
native pricing  approach  toward 
winning  your  business.  Rather 
than  focusing  on  low  costs, 
they'll  seek  to  leverage  the 
added  value  their  services 
could  contribute  in  a  technique 
called  value  pricing.  Value  pric- 
ing can  take  many  forms,  but 
generally  it  allows  the  out- 
sourcer  to  share  in  some  of  the 
revenue  increases  (and  associ- 
ated earnings)  generated  by  the 
improved  service.  This  type  of 
deal  is  more  difficult  to  struc- 
ture, however,  since  increases 
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Your  House.  Your  Competitor's. 

How  Come? 

You  may  not  care  about  square  footage  or  a  driveway  that  dou- 
bles your  commute.  But  if  you  sense  that  your  company  isn't  as 
profitable  as  it  could  be,  maybe  it's  time  to  do  something  about 
it.  At  Ernst &Young,  we  can  help  maximize  the  profitability  of  vir- 
tually every  facet  of  your  business.  And  it  sometimes  takes  only 
a  single  idea  to  make  a  multimillion-dollar  difference  in  profits. 

We  hope  you'll  call.  Because  even  if  you're  happy  with  your 
house,  you  may  still  want  to  consider  an  expansion. 

Of  your  bottom  line. 


There  Isn^tA  Business  We  Can^t  Improve 
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in  revenue  are  often  difficult  to 
attribute  to  any  single  improve- 
ment in  operational  support. 

8.  Provide  For  Realistic 
Benchmarking 

Companies  usually  include 
benchmarking  provisions  in  out- 
sourcing contracts  to  assure  con- 
tinued competitive 
service  delivery 
over  the  course  of 
a  long  engage- 
ment. In  the  IT 
services  area,  cus- 
tomers often  tie 
automatic  pricing  concessions 
(usually  reductions)  to  the  ven- 
dor's performance  compared 
with  an  industry-accepted  data- 
base of  comparable  companies. 
The  Yankee  Group  encourages 
benchmarking,  but  not  against 
industry-accepted  databases. 
These  databases,  which  are  pri- 
marily comprised  of  in-sourced 


participants,  do  not  allow  for  the 
cost  components  unique  to  out- 
sourcing engagements. 

Rather,  the  Yankee  Group  rec- 
ommends benchmarking  the 
vendor  against  its  performance 
in  meeting  contractually 
required  SLAs.  We  also  recom- 
mend comparing  the  vendor's 


The  outsourcing  vendor  is  responsible  for  analyzing 
and  reengineering  the  company's  distribution  infra- 
structure, from  the  sourcing  of  raw  materials 
to  just- in-time  warehousing,  all  the  way 
to  delivery  of  the  finished  product. 


overall  delivery  against  that  of 
a  specific  group  of  companies 
previously  agreed  upon  by  both 
vendor  and  customer.  If  the  pro- 
posed solution  specifies  continu- 
ous improvement,  this  should  be 
benchmarked.  The  vendor's 
value-delivery  performance 
should  also  be  benchmarked,  if 
the  pricing  scenario  includes  a 


Kcanc,  Inc. 

Using  Outsourcing  to  Move  up  the  CMM 

Free  White  Paper  From  Keane,  Inc. 


KEANE 


With  a  focus  on  increased  productivity,  many  companies  are 
using  the  Capability  Maturity  Model  (CMM)  to  achieve  IS  process 
improvements  and  they're  using  outsourcing  to  accelerate  their  progress. 

The  CMM,  developed  by  the  Software  Engineering  Institute,  is  an  excellent 
vehicle  for  strengthening  application  management  practices.  And,  as  compa- 
nies move  up  the  CMM,  they're  growing  more  flexible,  delivering  higher  quality 
products  and  cutting  costs. 

Learn  how  companies  are  aligning  outsourcing  programs  with  the  CMM. 
Keane,  Inc.,  a  $600  million  software  development,  outsourcing  and  integration 
services  firm,  recently  published  a  white  paper  exploring  this  topic.  Call  800- 
239-0296  for  a  free  copy. 


value-proposition  component. 

OUTSOURCING  SUCCESS  STORIES: 
RE>ORTS  FROM  THE  FIELD 
Logistics  Agreement  Frees 
Up  AAanagement 

The  management  of  a  $2.2  billion 
producer  of  information  and 
imaging  products  wanted  to 

focus  its  attention 
and  resources  on 
its  core  competen- 
cies —  developing 
and  marketing 
iimovative 
customer 
solutions 
quickly  and 
cost  effectively. 
It  elected  to  out- 
source the  total  range  of  its 
logistics  functions  and  chose  a 
vendor  that  provided  propri- 
etary systems  and  staff  exper- 
tise and  was  flexible  in  cus- 
tomizing its  software  and  logis- 
tics practices  to  meet  the  com- 
pany's specific  needs.  The 
result  was  that  key  management 
was  freed  for  new  product  ini- 
tiatives, improving  market 
response  and  pursuing  new 
business  growth  opportunities. 

The  outsourcing  vendor  is 
responsible  for  analyzing  and 
reengineering  the  company's 
distribution  infrastructure, 
from  the  sourcing  of  raw  mate- 
rials to  just-in-time  warehous- 
ing, all  the  way  to  delivery  of 
the  finished  product.  The  ven- 
dor's proprietary  systems  have 
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Networks  used  to  be  reasonably 
well-behaved  systems  that  linked 
low-maintenance  users  to  stable 
host  environments.  Now  they're 
living,  breathing  resource-devour- 
ing, mission  critical  tools  of  busi- 
ness with  connections  to  users, 
suppliers,  customers  and  potential 
customers  globally. 


AT  A  GLANCE 
AT&T  SOLUTIONS 

ESTABLISHED:  February   14,  1995 

KEY  INDUSTRY  MARKETS: 

Financial  Services,  Health 
Management,  Media,  Entertainment 
&  Communications,  Supply  Chain 
Management,  Utilities  &  Energy 

NUMBER  OF  PERSONNEL: 

13,000  worldwide 

NUMBER  OF  CLIENTS 
SERVED:  More  than  200 

ATST  SOLUTIONS 


To  make  matters  more  chal- 
lenging, there  is  no  stability  in 
today's  network  environment. 
Technologies  change,  business 
needs  change,  your  best  people 
get  lured  away  and  your  ability  to 
predict  future  standards  is  proba- 
bly linked  to  the  latest  Internet 
Engineering  Task  Force  (IETF) 
Request  For  Comments  (RFC). 

Your  whole  business  might  be 
riding  on  how  well  you  respond  to 
the  impending  demands  of  virtual 
collaboration,  electronic  commerce 
and  Web  marketing. 

N[IWOIIW-III[  V[IIB 

That's  why  at  AT&T  Solutions  we 
talk  about  "networking."  When  it 
comes  to  describing  the  dynamic, 
ever-changing  entity  that  the 
corporate  voice-data-multimedia 
network  has  become,  a  noun  just 
doesn't  cut  it. 


AT&T 


Networking  is  more  than  just 
the  cables  and  devices  that  link 
users  and  computing  resources  at 
any  particular  moment.  It  encom- 
passes the  entire  spectrum  of  activ- 
ities, disciplines,  skills  and  objectives 
that  are  required  to  achieve  and 
maintain  competitive  advantages  in 
a  communications-intensive  world. 
Networking  doesn't  try  to  cope 
with  change  —  it  embraces  it  and 
creates  value  along  the  way. 

Proof  of  concfpi 

Networking  isn't  just  a  concept. 
It's  a  way  of  doing  business  that 
has  already  paid  tremendous 
dividends  to  AT&T  Solutions' 
clients.  Global  enterprise  players 
have  validated  AT&T  Solutions' 
networking  philosophy  by  choos- 
ing us  as  their  business  and  tech- 
nology partner  By  giving  our 
clients  the  ability  to  plan  strategi- 
cally, implement  rapidly  and  man- 
age effectively,  AT&T  Solutions 
has  transformed  networking  from 
a  resource  drain  to  a  competitive 
gain.  And  we've  done  all  this  while 
insulating  them  from  the  vagaries 
of  staffing,  training,  contracting  and 
wrangling  with  multiple  vendors. 

If  you  would  like  more 
information  about  how  AT&T 
Solutions  can  help  you  achieve 
competitive  advantage  through 
intelligent  networking,  contact  us 
at:  I  888  223-479 1 
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By  entering  into  the  outsourcing  agreement 
with  a  single  vendor,  the  division  has  realized 
significant  cost  savings,  gained  a  clear  and 
consistent  view  of  total  system  performance 

and  achieved  high  systems  reliability. 


reduced  inventory  costs 
and  boosted  the  efficiency  of 
operations  at  major  distribution 
centers.  Among  other  things, 
the  vendor  is  integrating 
customer-order  information 
systems  to  provide  the  comp- 
any, its  customers  and  the  out- 
sourcing vendor  with  a  compre- 
hensive view  of  global  freight 
tracking. 


Streamlining  Airline  Systems 
Maintenance  Services 

The  engineering  and  mainte- 
nance division  of  a  large 
European  airline  sought  to 
reduce  costs  while  improving 
operational  control  and  systems 
reliability.  Despite  the  high 
degree  of  sensitivity  —  airlines' 
engineering  and  maintenance 
functions  are  perhaps  the  most 


Connie  Bentley 

President,  Training  and 

Consulting  Division 

Times  Mirror  Training 


Times  Mirror  Training  Croup 

Your  Complete  Strategic  Partner 

Through  Strategic  Resourcing,  Times  Mirror  Training 
(TMT)  can  support  your  strategic  objectives  with  the 
most  comprehensive  worldwide  training  and  consulting 
resources  available.  The  Strategic  Resourcing  Division  of 
Times  Mirror  Training  brings  together  the  areas  of 
expertise  from  Kaset  International,  Learning  International 
and  Zenger  Miller  to  focus  on  your  performance  needs. 

Times  Mirror  Training  maintains  the  core  competencies 
and  alliances  we  need  in  order  to  deliver  the  training 

and  consulting  resources  you  need.  TMT's  resources,  expertise  in  customer  loyal- 
ty, superior  sales  performance,  leadership  and  organizational  effectiveness  are  at 
your  fingertips. 

Together,  we  determine  which  of  your  core  competencies,  internal  resources 
and  supplier  relationships  can  help  achieve  your  goals.  We  integrate  the  right 
level  and  type  of  TMT  resources  into  the  mix.  In  short,  we  create  customized 
resource  alliances  of  people  and  companies  doing  what  they  do  best,  so  you  can 
spend  your  time  doing  what  you  do  best. 

Times  Mirror  Training 

8875  Hidden  River  Parkway  •  Tampa,  FL  33637  •  1-800-566-0630  Ext.  44 


demanding  of  any  industry's  — 
the  division's  management  team 
turned  to  an  outsourcing  solu- 
tion. It  outsourced  maintenance 
and  warranty  services  for  its 
multi-country  network  of  85  IBM 
RS/6000  systems,  3,000  PCs  and 
several  hundred  printers  sup- 
plied by  various  vendors.  These 
systems  are  used  by  the  division 
to  provide  maintenance  services 
for  the  parent  airline  as  well  as 
for  other  customer  airlines.  By 
entering  into  the  outsourcing 
agreement  with  a  single  vendor, 
the  division  has  realized  signifi- 
cant cost  savings,  gained  a  clear 
and  consistent  view  of  total  sys- 
tem performance  and  achieved 
high  systems  reUability. 

HMO  Realizes  Improved 
Operations  Through  Outsourcing 

A  large  Chicago-based  HMO  was 
striving  to  be  the  community's 
high-qu£ility,  low-cost  health  care 
provider  of  choice.  But  its  seven 
separate  major  facilities  operat- 
ed stand-alone  computer  systems 
that  duphcated  data,  increased 
overhead  costs  and  inhibited 
teamwork  across  facilities. 

The  HMO  turned  to  an  office 
solutions  services  firm  to  devel- 
op, implement  and  maintain  an 
office  automation  solution  capa- 
ble of  integrating  operations 
across  facilities.  The  vendor- 
provided  solution  has  simplified 
the  scheduling  and  coordination 
of  most  multisite  activities.  For 
example,  on-line  conferences  ar€ 
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Over  60  percent  of  America's  top  100 
mortgage  servicers  already  take  advantage 
of  our  unique  combination  of  industry 
knowledge  and  computing  expertise. 
Now  financial  institutions  are  calling  on  our 
expertise  in  communications  to  extend 
"virtual  banking"  to  the  home  and  any- 
where else  the  network  can  reach. 
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ALWAYS  MORE  THAN  YOU  THOUGHT 

1-888-2-ALLTEL      www.alltel.com 


now  run  on  the  system  and 
information  is  shared  seamlessly 
across  all  sites.  Administrative 
staff  overhead  has  been  reduced 
by  enabling  HMO  execu 
fives  to  book  their  own 
appointments,  regard- 
less of  facility,  and 
coordinate  with  all 
required  attendees. 

Joint-Venture  Alternatives 

Many  IT  outsourcers  are  looking 
to  expand  their  services  into  the 
business-process  arena.  Recog- 
nizing their  lack  of  in-depth 
knowledge  of  other  business 
functions,  many  are  eager  to 
creatively  "partner"  with  a 
potential  customer  to  gain  such 
capabilities.  They  will  be  inter- 
ested in  acquiring  rights  to  exist- 
ing software  or  end-user  staff 
with  specific  business  functional 
knowledge  to  help  in  the  design, 
marketing  or  even  operation  of 


In  this  win-win  partnership,  the  customer  significantly 
reduced  costs  and  was  able  to  offer  similar  purchasing 
services  to  other  companies  in  the  industry.  The  outsourc- 
ing company  benefited  from  this  scenario  as  well  as 
from  a  close  relationship  with  one  of  the  largest 
hotel  chains  in  the  industry. 


newer,  more  functional 
systems.  Participating  in 
an  outsourcing  vendor's  new 
business-process  initiative  can 
be  advantageous.  You  can 
receive  pricing  concessions  or 
software  royalties  in  exchange 
for  kick  starting  the  vendor  in  a 
new  area. 

Hotel  Chain  and  Procurement 
Processor  Form  Win-Win  Solution 

One  large  hotel  chain  recently 
partnered  with  an  outsourcing 
vendor  that  specialized  in  pro- 
curement processing,  focusing 
on  manufacturing.  This  creative 


ACS  £  Heinz 

First,  Second  and  Third  Time  a  Charm 

In  1989,  H.). Heinz  decided  to  outsource  five  of  its  data  centers,  which  were  oper- 
ating on  different  technology  platforms  and  operating  systems. 

"Our  goals  were  to  standardize  the  company's  IBM  operating  systems,  develop  an 
integrated  data  communications  network,  upgrade  our  technology  and  improve 
service  levels  while  lowering  our  costs,"  says  Phil  Lichtenfels,  senior  executive  con- 
sultant to  H.).  Heinz  Company. 

"In  this  regard,  ACS  continues  to  meet  or  exceed  our  requirements  and  expec- 
tations. Because  of  this  excellent  relationship  and  continued  price  performance, 
we  have  renewed  our  contract  twice  and  are  looking  for  ways  we  can  grow  our 
relationship  with  ACS." 


meinz, 
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arrangement  brought  together  a 
vendor  with  a  proven  purchasing 
system  and  a  customer  with 
industry-specific  knowledge  nec- 
essary to  reengineer  the  system 
for  use  in  the  hospitality  indus- 
try. In  this  win- win  partnership, 
the  customer  significantly 
reduced  costs  and  was  able  to 
offer  similar  purchasing  services 
to  other  companies  in  the  indus- 
try. The  outsourcing  company 
benefited  from  this  scenario  as 
well  as  from  a  close  relationship 
with  one  of  the  largest  hotel 
chains  in  the  industry. 

Two  Companies  Seize  Opportunity 
to  Transform  Antiquated  System 

The  $2.6  billion  newspaper  auto- 
motive advertising  business  is 
burdened  by  having  to  manually 
create,  manage  and  deliver  auto- 
motive ads.  Two  proactive  com- 
panies —  one  of  the  nation's 
largest  newspaper  companies 
and  one  of  the  nation's  largest 
providers  of  automotive  comput- 
ing services  —  saw  an  opportu- 
nity to  improve  upon  this  anti- 
quated system  and  formed  a 
joint  venture. 
The  new  company  will  offer  a 


We  manage  mail  and  reprographic  centers,  transaction  processing 

operations,  distribution  centers,  administrative  departments,  and  customer 

service  operations.  Which  lets  you  manage  your  core  business.  For  information 

call  1-800-535-5924,  or  e-mail  us  at  kms@keilyservices.com. 
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Living® 
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'  1997  Kelly  Services,  Inc.  All  rights  reserved.  An  equal  opportunity  employer. 


Look  what  we  do  now. 


multimedia- 
based  system 
for  classified 
advertising 
comprised  of 
complementary 
software  and  ser- 
vices that  will  enable 
advertisers  to  manage  invento- 
ries, advertising,  promotions  and 
electronic  commerce.  Dealers 
will  be  able  to  automatically 
channel  their  selected  inventory 
into  ads,  complete  with  photos 
and  graphics.  After  an  advertise- 
ment is  proofread,  it  can  be 


transmitted  via  modem  or 
Internet  connection  to 
media  partners  for  place- 
ment. The  revolutionary  sys- 
tem wiU  enable  media  part- 
ners to  link  electronically  with 
dealers  to  provide  real-time  order 
entry,  billing  and  account  status 
information.  Introduced  to  select- 
ed dealers  in  several  U.S.  cities  in 
August,  the  system  wiD  be  avail- 
able nationwide  in  early  1998. 

Alliance  With  a  Twist 

In  1996,  JP  Morgan's  IT  manage- 
ment, seeking  to  outsource  sig- 
nificant components  of  its  infra- 
structure, recognized  that  there 
was  no  one  vendor  that  could 
provide  all  of  its  required  global 
IT  services.  Instead,  the  compa- 
ny chose  to  go  to  bid  in  a  man- 
ner that  would  require  individual 


May  8  Speh 

May  8  Speh's  IT  Solutions  Help  Companies  Focus  on  Crowing 
Their  Business 

After  finding  it  cost  prohibitive  to  establish  its  own  data  center,  Sanwa  Business 
Credit  Corporation,  a  $5  million  financial  services  company,  chose  to  outsource  all 
mainframe  processing  and,  more  recently,  client-server  systems,  to  May  S  Speh. 

"During  our  12-year  relationship,  their  ability  to  accommodate  our  changing 
business  requirements  while  maintaining  service  levels  gives  us  the  confidence 
to  outsource  less  strategic  IT  functions,"  says  Larry  Winkelman,  senior  vice  presi- 
dent of  information  systems,  Sanwa  Business  Credit  Corporation. 

"With  access  to  May  £  Speh's  state-of-the-art  data  center,  IT  specialists  and 
50  years  of  experience,  we  can  improve  cost  efficiencies  and  focus  on  more 
value-added  responsibilities." 


^  Sanwa 


Sanwa  Business  Credit  Corporation 
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vendors  to  partner  and  sub- 
contract with  other  providers  as 
needed  to  deUver  the  fuU  scope 
of  required  services. 

The  company  asked  all  partici- 
pants to  become  partners  in  a 
new  aUiance  comprised  of  the 
selected  vendors  (one  vendor 
was  designated  as  prime)  and 
themselves.  JP  Morgan  would  be 
the  sole  recipient  of  the  alliance's 
services,  and  would,  as  a  partner, 
have  leverage  over  each  of  the 
other  partners  in  the  deal.  The 
company's  goal  is  to  substantial- 
ly reduce  costs  for  the  services 
and  to  focus  management  atten- 
tion on  corporate  growth  and 
customer  retention  during  the 
course  of  the  seven-year  deal. 
After  one  year  in  operation,  all 
participating  parties  are  satisfied. 

DEREGULATION  BREEDS  INnREST  IN 
DUTSOURCING  PARTNERSHIPS 

Deregulation  has  created  entire 
industries  ripe  for  inventive  part- 
nering. Many  recently  deregulat- 
ed companies,  such  as  those  in 
electrical  power  and  distribution, 
^an  build  and  operate  world-class 
business  delivery  solutions,  but 
have  little  or  no  experience  in 
competitive  marketing  and  sales 
support.  Recognizing  this  weak- 
ness, deregulated  companies 
often  try  to  externally  recruit 
experienced  product  managers, 
marketers  and  salespeople.  But 
few  have  had  success  with  this 
approach.  A  good  alternative 
would  be  to  enter  alliances, 


^ 


partnerships  or  joint  ventures 
with  experienced  outsourcing 
companies  willing  to  provide  the 
required  personnel  in  exchange 
for  access  to  the  company's 
industry  knowledge  and  business- 
specific  systems  resources. 

LOOKING  AHEAD 

In  the  years  ahead,  companies 
will  face  significant  challenges 
that  threaten  their  long-term  via- 
bility: Ever-increasing  competi- 
tion, demand  for  skilled  people, 
the  continuing  need  for  global 
expansion,  the  changing  regula- 
tory environment  and  rigorous 
bottom-line  performance  require- 
ments will  continue  to  force 
managers  to  quickly  reengineer 
business  and  IT  processes. 

The  only  workable  business 
delivery  model  that  offers  the 
required  flexibility  and  respon- 
siveness to  succeed  in  this  envi- 
ronment is  outsourcing.  Again 
and  again,  outsourcing  has 
proved  to  be  an  indispensable 
management  tool  —  one  that  con- 
tinues to  evolve  with  the  times. 

I 

?  Author  Perry  Harris  can  be 
i  reached  for  comments  or 
I  Questions  at: 

I  the  Yankee  Croup 
1  31  St.  James  Avenue 
I  Boston,  AAA  02116-4114 
J  (617)  956-5000 

e-mail: 
pharriscDyankeegroup.com 
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THE  NEW 

OUTSQURCING 


MODEL 


Outsourcing  has  cnanged. 
Once  peripheral  to  IT 
operations,  it's  now  central 
to  strategies  to  improve 
productivity,  quality  and 
cost  savings.  Smart  businesses 
are  selecting  best-of-breed  out- 
sourcers.  Their  focus  is  on  attaining 
new  levels  of  IT  process  improvements. 

For  these  market  leaders,  there's  Keane's  outsourcing  solutions. 
Whether  the  need  is  to  manage  current  technologies  or  transition 
to  a  new  architecture,  Keane  introduces  an  advanced  process  model 
based  on  its  industry-renowned  Frameworks  methodologies. 

Keane,  Inc.  is  a  $600M  software  development,  outsourcing  and 
integration  services  firm.  Keane's  outsourcing  solutions  include: 


Application  Outsourcing 

Maintenance  and  enhancement  of  Legacy 
and  newly  deployed  systems. 

Year  2000  Compliance 

Assessment,  planning,  modification 
and  testing  services. 

Application  Development 

Project  management  of  client-server 
development  and  integration  initiatives. 


1: 

KEANE 


As  businesses  focus  on  IT  process  improvements,  they're  increasingly  using  the  industry's 
software  Capability  Maturity  Model  as  a  framework  for  their  outsourcing  agenda.  To  learn 
more  about  this  new  outsourcing  model,  call  800-239-0296  for  a  free  white  paper. 


UNLIMITED         PARTNERSHIP 


DEAN  BURGESS  FROM  ARAMARK  with  OWEN  CHAPPELL  OF  BRITISH  PETROLEUM. 


FINDING  ARAMARK  WAS 

GENIUS.  WHEN  WE  HAD  SALES  OF  $150  MILLION,  6  MONTHS  FASTER  THAN  WE  PLANNED,  IT  WAS 

LIKE  STRIKING  OIL 


^^ 


"Would  we  have  sold  50,000  barrels  of  oil  a  day  at  $22  a  barrel  in  19%  if  ABAMARK  weren't  a  major  part  of  the  consortium  of  companies  working 
with  us  in  the  North  Sea?  I  think  the  answer  is  clearly,  no.  Oh,  we  knew  how  well  Dean  Burgess  and  his  team  would  handle  our  food  service, 
magazine  and  book  concessions,  the  facility  management  and  even  mail  delivery  for  90  full-time  people.  There  was  never  a  doubt.  But  when 
ARAMARK  had  the  idea  to  build  the  entire  offshore  crew's  living  quarters  on  dry  land,  float  it  to  the  site,  lift  it  onto  the  platform  and  in  less  than  four 
hours  plug  it  in  so  we  could  begin  drilling  oil  immediately  well  that's  when  we  knew  we  had  ourselves  a  real  partner.  And  to  think,  the  entire  project 
came  in  $136  million  under  budget.  When  you  combine  that  with  the  millions  of  barrels  of  oil  we've  sold,  well,  what  can  I  say?"  The  words  of  Owen 
Chappell  of  British  Petroleum.  Who  said  it  couldn't  be  done?  No  one  at  ARAMARK,  that's  for  sure.  That  attitude  is  nowhere  to  be  found  when  the 
only  thing  that  matters  is  solving  a  partner's  problems.  Helping  a  partner  save  money.  And  helping  a  partner  make  money  It's  led  Mr.  Chappell  to 
add  one  thing:  "The  value  ofBP's  partnership  with  ARAMARK  is  proven  to  me  every  day  -  barrel  by  barrel." 

TO  LEARN  MORE  ABOUT  UNLIMITED  PARTNERSHIP  CALL  1-800-ARAMARK  OR  VISIT  US  AT  hltp://www.aramark.com 


ARAMARK 

Managed  Services,  Managed  Bene. 


A  pink,  Antarctic  crustacean 

has  one  agribusinessman  very  excited. 

Don't  tell  the 
whale  lovers 


David  Saxby  ate  his  first,  and  only, 
can  of  Antarctic  krill  at  lunch  in  a 
Sevastopol  restaurant  in  mid-1996. 
While  he  and  his  Ukrainian  hosts 
were  munching  the  pinkish  2 -inch 
crustaceans,  Saxby  thought  to  him- 
self: "This  tastes  like  tofu  dragged 
across  a  beach  at  low  tide." 

If  the  taste  turned  him  off,  the 
business  potential  did  not.  He  found 
that  salmon,  trout,  goldfish,  cats  and 
even  baby  hogs  love  the  krill.  On  that 
fact  the  57-year-old  engineer  is  build- 
ing an  intriguing  new  business  in 
ocean  farming. 


« 


:1» 


Biozyme  Systems  founder  David  Saxby 
The  would-be  fish-feed  mogul. 
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We'll    go    out    on    a    limb    and    guess    that    you're 


also      the      IS      Department. 

Need  help?  Introducing  the  HP  Brio  PC. 
A  new  PC  with  the  Intel*  Pentium*  pro- 
cessor with  MMX  "  technology  designed 
and  built  entirely  for  your  small  business. 


.^ 


Th«  new  HP  Brio  Small 
Businass  PC,  under  S1,000' 


166  MHz,  200  MHz,  or  233  MHz 
Intel  Pentium  processor  with 
MMX  technology 

16-bit  audio  card 

Up  to  6GB  hard  disk  drive 
(2.1GB,  3.2GB,  4GB,  6GB) 

16MB  and  32MB  memory  models 

16X  and  24X  CD-ROM  drive  max 


Purchasing    will   appreciate    the    Brio's        56kbps modem 


af  fordability   and    compatabili  t  y.    Human    Resources   will    love 
^^TT^         the   quality   and    reliability   of   the    HP   brand.    And 
Training   will   relish   the   fact   that   the   Brio   goes   to 

pentium' 

work  right  out  of  the  box.   In  other  words,  it's  you  who  will  find 
that  the   HP   Brio   meets   all  the   needs   of  your  growing   company. 

* 

Download  Microsoft'  Internet  Explorer"  4.0  from  our  Brio  web- 
site and  you  have  the  perfect  PC  for  doing  business  on  the  net. 

Find   out   how  to   win   an    HP   Brio   and   LaserJet   printer.    Get   our  free  tech- 
nology guide.*  1-800-307-6397,  ext.  4003   or  www.hp.com/go/briopromo 


ViBl 


HEWLETT^ 
PACKARD 


Left,  the  2-inch-long 
Antarctic  krill,  or 
Euphausia  superba, 
alive  and  (below) 
ready  to  eat  as 
liquid,  powder  or 
frozen  blocks 
Whales  dine  on 
live  Itfill.  Biozyme 
Systems  is 
betting  farmed 
fisli  will  flip 
for  lu-ill  soup. 


As  founder  and  director  of 
Biozyme  Systems  in  West  Vancouver, 
B.C.,  Saxby  produces  krill  hydro- 
lysates.  That's  a  fancy  term  for  pardy 
digested  protein.  Biozyme's  system, 
for  which  it  has  a  patent  pending, 
involves  stewing  the  krill,  shell  and 
all,  in  an  enzyme  cocktail  in  order  to 
chop  long  protein  molecules  into 
peptides  and  amino  acids. 

Out  of  this  disgusting  process 
comes  either  a  liquid  or  a  powder. 
Saxby  sells  it  to  makers  offish  feed. 
At  80  cents  a  pound,  it  costs  a  lot 
more  than  the  anchov)'  meal  that 
makes  up  the  bulk  offish  feed.  But  as 
a  condiment,  the  krill  pays  its  way.  In 
a  University  of  British  Columbia 
study  sponsored  by  Biozyme  rainbow 
trout  were  fed  either  plain  pellets  or 
pellets  laced  with  krill.  The  trout 
gorged  on  the  krill-flavored  stuff, 
ending  67%  heavier  than  plain-pellet 


trout  after  100 
days.  A  Denmark 
study  with  baby 
sea  bass  showed 
survival  rates  20% 
higher  on  a  krill 
diet. 

Saxby's  prod- 
uct interests  grain 
processors      lik 
(argill  and  fish- 
feed     producers 
like      Holland's 
Nutreco  Holding 
N.V.       Nutreco 
bought  almost  all 
of  Saxby's   cur- 
rent supply  of  krill  for  i  lile 
salmon  and  trout  feeds.  VVi^  d 
prices  in  the  booming  $34  Oiil;    i 
aquaculturc  industry  up  IS');' 
last  three  years,  anything  th  ' 
costs  is  in  high  demand 


flavoring,  perhaps  fish  farms  can 
renounce  anchovy  meal  for  a  cheaper 
vegetable-based  feed. 

Antarctic  krill,  the  diet  of  great 
whales,  seals  and  penguins,  is  one  of 
the  world's  last  untapped  resources. 
Schools  of  krill  extend  up  to  50  miles 
square,  turning  polar  waters  reddish- 
•brown  just  as  buffalo  once  did  to 
America's  prairie.  Saxby  is  not  the  first 
to  exploit  this  Antarctic  bounty. 
Under  state  direction  the  Soviets  were 
catching  400,000  metric  tons  per  year 
in  the  mid-1980s,  but  far  fewer  boats 
are  plying  the  waters  since  the  empire 
collapsed;  the  krill  harvest  has  fallen  to 
a  modest  95,000  metric  tons. 

Saxby  figures  he  may  have  discov- 
ered a  market  for  the  stuff.  He  spent 
the  last  ten  years  figuring  out  how  to 
catch  krill,  practicing  off  the 
^3SS   B.C.  coast  (where  there  are 
iSjl  krill,  but  not  nearly  as  many  as 
"  in  the  Antarctic).  Saxby's  goal  is 
vertical  integration:  Own  the 
boats  that  net  the  krill,  process 
on  board  and  ship  direct  to  cus- 
tomers worldwide. 

Saxby,  a  Harvard  Business 
School  graduate  who  has  run 
construction  sites  and  a  jade 
mine,  started  experimenting 
with  fish  farms  in  the  mid- 
1980s,  eventually  selling  his 
salmon  farming  operation  to 
National  Sea  Products  in  1987. 
He  then  bought  a  boat,  Krill- 
seeker^  to  figure  out  how  to 
catch  krill.  Since  mid-1995  he 
has  raised  $2  million  selling  half 
the  company  to  a  Vancouver- 
based  venture  capital  firm,  an 
incubator  fund  sponsored  by 
the  B.C.  pro\incial  government, 
and  a  few  wealthy  investors. 

Biozyme's  1997  sales  should 

reach  $3  million,  with  a  small 

loss.  Saxby  sees  $45  million  in 

sales  next  year,  a  daring  goal  in 

view  of  the   novelty  of  krill 

hydrolysate  and  the  hazards  of 

dodging  Antarctic  floes.  He  is 

ov     negotiating  for  a  $14  million 

loan  to  outfit  a  small  fleet  of 

trawlers  hardy  enough  to  fish  the 

Antarctic.  He  expects  them  to  sail 

from  the  Black  Sea  in  March  for  the 

opening  of  the  spring  Antarctic  krill 

season  in  late  April.  Just  don't  ask 

him  to  eat  any  more  of  the  stuff    ^M 


156 


Forbes  ■  October  20,  1997 


There 


are  29 


bones 


n  the 


human 


face. 


And  41 


DuPont 


safety 


products 


in  cars. 


©  1997  DuPont 


Better  things  for  better  living 


W  M 


d) 


JSS^ilA: 


•'^"Vl 


NAUTICA 


COMPETITION 


/ 


y 


,^^^ 


.^w 


^i^r;4B 


5f^-^ 


158 


Forbes  ■  October  20,  1997 


Does  the  world  really  need 
another  sneakermaker? 
Nautica  and  Genesco 
aim  to  find  out. 
So  do  Ralph  Lauren 
and  Tommy  Hilfiger. 

Jostling 
Nike 


Total  U.S. 
athletic  footwear 
sales*  ($billions) 


By  Kelly  Barron 

Nautica  Enterprises,  Inc.,  the  $387  million 
(sales)  clothing  company,  licenses  its  name  for  fra- 
grances, watches  and  luggage.  Sneakers?  Why  not? 
Nautica  is  selling  a  line  of  athletic  shoes  retail- 
ing from  $60  to  $95.  The  market  is  tempting  be- 
cause sneakers  are  a  low-tech  product  made  in 
low-wage  Far  East  factories  and  carry  high  mar- 
gins. Rut  it's  a  business  where  marketing  is  all,  or 
nearly  all,  and  Nike,  Reebok,  L.A.  Gear,  Fila,  Con- 
verse and  Adidas  are  master  marketers.  Neverthe- 
less, David  Chu,  Nautica's  founder  and  chief 
designer,  thinks  he  has  a  shot.  "When  you  have  a 
large  market,"  he  says,  "there's  always  room  for  a 
new  idea." 

To  cut  through  the  sneaker  clutter,  Nautica  has 
signed  Glen  Rice,  forward  for  the  Charlotte  Hor- 
nets, to  a  three-year  endorsement  deal  estimated 
at  $2  million.  Rice  won't  turn 
Nautica,  whi(;h  sells  khakis  and 
primary-colored  polos,  into  an 
athletic  powerhouse  like  Nike, 
but  it  buys  the  company  some 
^^^M  credibiUty.  Nautica's  footwear 

line  is  selling  through  600 
Foot  Locker  stores  and  in  department  stores  that 
carry  the  company's  clothes. 

Nautica  is  joining  the  sneaker  scrum  through  a 
fairly  straightforward  licensing  deal.  The  new  shoes 
will  bear  the  Nautica  name  but  will  have  very  little 
of  Nautica's  money  behind  it.  Genesco  Inc.,  the 
73-year-old  Nashville  footwear  manufacturer  and 
retailer  (sales:  $461  million)  that  makes  Johnston 
&  Murphy  shoes,  will  bear  all  the  manufacturing 
and  distribution  costs. 

For  every  pair  of  Nautica  shoes  that  retails  at 
$95,  Nautica  pockets  about  $2.85,  based  on  the 
wholesale  cost  of  the  shoes. 

Say  this  for  David  Chu,  42:  He  knows  the 
value  of  the  Nautica  name.  He  started  Nautica  in 
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•Excludes  hiking  boots  and  sports  sandals. 
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Nautica's  David  Chu 
"Always  room 
for  a  new  idea." 


Source:  Footwear  Market  lnsigt)ts. 


Flat  feet 

Fashion  companies  are  flooding  the 
footwear  market,  but  sales  growth 
has  stalled. 


1983  after  deciding  not  to  follow  his  father  into 
the  Chinese  restaurant  business.  Chu  took  some 
courses  at  New  York  City's  Fashion  Institute  of 
Technology,  then  set  out  on  his  own  to  design 
colorful — but  tough  and  functional — men's 
outerwear.  A  year  later  he  sold  his  outfit  to 
Harvey  Sanders'  State-O-Maine,  Inc.  clothing 
company  (Forbes,  Nov.  25,  1991).  The  merged 
company  took  the  Nautica  name  in  1993,  with 
Sanders,  now  47,  as  chairman  and  chief  execu- 
tive, and  Chu  as  executive  vice  president  and 
head  of  design. 

It  has  been  a  profitable  partnership.  From 
1992  to  1997,  the  company's  revenues  and  net 
income  grew  from  $121  million  to  $387  million 
and  $8  million  to  $44  million,  respectively.  With 
little  debt  and  relatively  small  amounts  of  fixed 
capital,  Nautica  last  year  earned  23%  on  share- 
holders' equity.  The  company  has  made  both 
men  rich.  Chu  owns  3.9%  of  Nautica,  worth 
about  $45  million.  Sanders  owns  11%,  worth 
about  $131  million. 

If  Chu  and  Sanders  expect  their  sneaker  business 
to  further  enhance  their  wealth,  they  will  need  to 
hustle.  The  business  is  getting  crowded.  Tommy 
Hilfiger  has  licensed  its  name  to  an  athletic  shoe 
produced  by  Stride  Rite  Corp.  Ralph  Lauren's 
Polo  is  teaming  up  with  Reebok/Rockport.  Sun- 
glasses-maker Oakley,  Inc.  plans  to  introduce  a  line 
of  sneakers  in  1998.  ^ 
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If  Your  Reinsurer 

Knows  Only  One  Way  To  Go, 

Go  Another  Way. 


At  American  Re,  we  design  customized  solutions  that  meet  your 


unique  needs  —  solutions  based  on  an  understanding  of  the  practical 


realities  you  face,  '^f^-  And  as  a  member  of  the  Munich  Re  Group,  we 


have  unsurpassed  financial  strength  and  capacity.  "^  Why  is  working  with 


American  Re  a  smart  move?  "Hf-  We  help  you  reach  your  goals  your  way. 


American  Re-Insurance  Company,  555  College  Road  East,  Princeton,  New  Jersey  08543-5241  609-243-4200  www.amre.com 


American  Re 

A  Member  of  the  Munich  Re  Group 


You've  got  to  be  pretty  brash  to  take  on  Harley-Davidson  and 
the  Japanese  and  Germans  in  motorcycies.  Hall  Wendel  and  his 
associates  at  Polaris  have  gone  a  long  way  by  being  brash. 

Clear  the  i^oads,  here 


comes  the  Vlctosy 


By  Paul  Klebnikov 

Most  Northerners  curse  the  snow, 
which  makes  roads  slippery  and 
sometimes  closes  schools,  but  here  in 
Roseau,  Minn,  they  just  love  the 
white  stuff.  This  little  town  (pop. 
2,736)  is  home  to  Polaris  Industries, 
the  world's  largest  maker  of  snow- 
mobiles and  a  big  player  in  all-terrain 
vehicles  (atvs),  the  feist>'  four-wheel 
motorcycles  that  buzz  along  dirt 
paths.  Most  of  the  people  in  Roseau 
work  at  the  Polaris  plant,  which  was 
started  in  1954. 

Small  town,  big  business.  Last  year 
Polaris  boasted  revenues  of  $1.2  bil- 
lion, and  though  revenues  may  be 
down  as  much  as  11%  this  year, 
Polaris,  with  its  fiercely  controlled 
overhead,  will  remain  highly  prof- 
itable. Despite  a  squeeze  on  profit 
margins,  this  year  the  company  will 
earn  $2.40  per  share.  This  is  one 
lean,  mean  company.  Headquarters 
just  outside  Minneapolis,  in  Ply- 
mouth, is  a  two-story  building  with 
cinder-block  walls  and  stripped-down 
offices.  "We  are  the  product  of  an 
LBO,  and  we've  kept  that  philoso- 
phy," says  Chief  Executive  Hall 
Wendel,  54.  "We  have  no  limos,  no 
executive  dining  room.  We're  not 
into  that  stuff"  Perhaps  because  the 
company  has  been  too  busy  making 
things  and  selling  them,  Polaris  is  one 
of  the  litde-known  success  stories  in 
U.S.  business. 

Until  1981  it  was  a  division  of  Tex- 
tron, Inc.  Shedding  its  old  conglom- 
erate organization  to  focus  on 
defense,  Textron  put  it  on  the  olock. 
Wendel,  a  Textron  division  head  and 
a  serious  outdoor  enthusiast  (he 
climbed  Mt.  Everest  in  1994),  led  a 
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management  buyout,  with  help  from 
his  wealthy  father,  a  retired  copper 
industry  executive. 

The  wildly  cyclical  snowmobile 
business  kept  the  Roseau  plant  work- 
ing only  about  six  months  of  the  year. 
Wendel  needed  to  figure  out  how  to 
fill  in  the  other  six  months.  He  gave 
his  talented  engineers  a  free  hand. 
What  other  products  could  they  use- 
ftilly  produce?  How  about  all-terrain 
vehicles? 

It  seemed  a  crazy  idea.  The  indus- 
try was  dominated  by  Honda,  with 
roughly  80%  of  the  market,  while 
Suzuki,  Yamaha  and  Kawasaki  took 
up  the  rest.  Polaris  moved  in  quietiy 
during  a  slump,  when  the  Japanese 
were  trimming  their  sails.  While  the 
Japanese  mostly  sold  three-wheelers 
to  kids,  Polaris  rolled  out  a  four- 
wheeler — with  an  automatic  trans- 
mission and  footrests — for  adults. 
The  company  categorized  it  in- 
geniously as  a  utilit\'  bike,  not  just  a 
recreation  vehicle.  ("Honey,  I  need  it 
to  haul  firewood.")  Polaris'  at\'  sales 
took  off,  and  now  account  for  37%  of 
company  revenues,  giving  it  number- 


Polaris'  chief 
executive, 
Hall  Wendel, 
with  one  of  his  all- 
terrain  vehicles 
Having  succeeded 
in  snowmobiles 
and  ATVs,  he 
hopes  to  sell 
$500  million 
in  motorcycles 
in  five  years. 
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Aland 
of  beer 
and  ribs 


Twin  Cities  and 
1,000  lakes 
The  key  to 
success:  family, 
education  and 
hard  work. 


You  don't  go  to  Ivlin- 
nesota's  twin  cities,  Min- 
neapolis and  St.  Paul,  for 
the  nice  climate.  They  get 
4  feet  of  snow  a  year  on 
average  and  34  days  of 
zero-degree  temperatures. 
Making  the  most  of  what 
little  good  weather  they 
have,  the  locals  have 
adopted  an  outdoorsy  cul- 
ture. Everybody  seems  to 
be  walking,  running  or 
riding  bicycles,  and  there 
are  1,000  lakes  nearby.  It's 
a  bit  like  Seattle,  only  with 


two  market  share,  just  behind 
Honda.  New  snowmobile  models 
propelled  the  company  to  the 
number-one  spot  in  1991,  and  it  has 
held  the  lead  ever  since. 

In  1991  Polaris  jumped  into 
another  new  market:  personal  water- 
craft  (also  known  under  Kawasaki's 
brand  name  Jet-Ski).  Watercraft  sales 
ballooned,  just  as  snowmobile  and 
ATV  sales  took  off. 

Yet  Polaris'  NYSE-listed  stock  has 
gone  nowhere  in  the  past  three  years. 
Why?  The  Japanese  yen  is  partly  to 
blame.  Polaris  bought  its  engines 
from  Fuji  Heav}'  Industries.  By  rely- 
ing on  imported  engines,  Polaris  was 
not  only  exposed  to  currency  swings 
but  also  crippled  in  its  ability  to 
change  quickly  with  the  market. 
When  sales  of  watercraft  began  to 
tumble  last  year,  Polaris  had  to  keep 
churning  them  out  because  it  was 
locked  in  five  months  ahead  on  its 


beer  and  ribs  instead  of 
fish  and  white  wine. 

If  you  can  survive  with- 
out much  of  a  suntan,  this 
is  a  darned  nice  place  to 
live.  Divorce  and  abortion 
rates  in  Minnesota  are 
among  the  lowest  in  the 
country.  Teenage  drug  use 
is  declining  steeply  at  the 
same  time  that  it's  rising  in 
the  U.S.  Mimiesota  has 
the  second-lowest  high 
school  dropout  rate  (aft:er 
North  Dakota).  It  also  has 
the  second-lowest  number 
of  police  officers  per  capita 
after  West  Virginia,  yet  it 
has  one  of  the  country's 
lowest  crime  rates. 

Home  ownership  is  an 
impressive  70%;  Minnesota 
has  the  highest  labor  force 
participation  rate  in  the 
U.S.  and  one  of  the  lowest 
unemployment  rates.  It's 
the  kind  of  place  that 
breeds  confidence.  Now 
you  know  why  neither  the 
might  of  Japanese  industry 
nor  the  m\thic  popularity' 
of  Harley  much  bothers 
Hall  Wendel  and  the  people 
at  Polaris.  -P.K.   WM 


engine  purchases  from  Fuji.  With  that 
hit  to  earnings,  Polaris  nevertheless 
managed  to  eke  out  a  nickel  gain  in 
share  earnings  (to  $2.24).  Shed  no 
tears:  It  still  earned  45%  on  equity. 

Now  Polaris  has  its  own  engine 
plant  in  Osceola,  Wis.  and  a  joint 
venture  with  Fuji  in  Hudson,  Wis. 
Even  while  revenues  remain  flat, 
Polaris'  gross  margins  are  improving. 

The  other  problem  facing  Wendel 
is  the  essential  volatility'  of  the  under- 
lying businesses.  Take  personal  water- 
craft,  which  for  Polaris  went  from 
zero  in  1991  to  SI 80  million  five 
years  later;  this  year  Polaris'  watercraft 
sales  (like  most  everybody  else's) 
were  off,  by  67%,  in  the  second  quar- 
ter. Since  nothing  Polaris  makes  is  a 
true  necessity,  purchases  are  easily 
postponed.  Wendel  says  the  industry 
is  "maturing."  Whatever  the  reason, 
Polaris'  revenues  have  been  virtually 
flat  since  1995. 


Wendel  hopes  to  deal  with  this 
problem  the  same  way  he  tackled  the 
early  overdependence  on  snow- 
mobiles: by  bringing  out  new  prod- 
ucts. Next:  motorcycles.  Yikes! 
Taking  on  Harley-Davidson?  Yep. 
Next  year  Polaris  will  be  the  first 
American  manufacturer  in  half  a  cen- 
tury to  enter  the  market  for  heavy 
motorcycles. 

The  Polaris  Victory  will  be  a  cruis- 
er, one  of  those  comfortable  bikes 
with  low  seats  and  high  handlebars 
that  appeal  to  baby  boomers  out  to 
rekindle  their  youth.  Weighing  in  at 
600  pounds,  with  a  1507cc  V-twin 
engine,  the  Victory  is  a  powerful 
bike.  It  has  an  attractive  retro  styling, 
in  keeping  with  the  1940s  look  so 
successfully  exploited  by  Harley. 
Price:  about  $13,000 — below  most 
of  Harley's  bikes,  above  most  of  the 
Japanese  ones. 

Cruiser  sales  have  more  than  dou- 
bled since  1991,  to  a  projected 
134,000  this  year.  Harley-Davidson 
(Forbes,  Mar.  10),  which  owns  46% 
of  the  heavy  bike  market,  has  a  one- 
year  waiting  list  for  most  of  its  bikes, 
including  cruisers. 

This  is  a  tough  market  to  crack. 
Harley  fans  are  fanatical  about  their 
bikes,  and  the  Japanese  and  Germans 
are  moving  in.  Why  does  Wendel 
think  he  can  hack  it? 

He  says  that  he  already  has  a  good 
engineering  staff,  plenty  of  spare 
plant  capacity  and  a  network  of  deal- 
ers. The  company  claims  its  Victory 
can  break  even  on  4,000  bike  sales  a 
year — about  3%  of  the  market.  It 
expects  to  sell  about  3,000  next  year. 
Within  five  years  it  hopes  to  sell  $500 
million  worth  of  motorbikes,  a  full 
range — cruisers,  touring  bikes  and 
performance  bikes — not  only  in  the 
U.S.  but  also  in  Europe  and  Asia. 

Wendel  will  need  plent}'  of  skill  and 
plenty  of  luck.  BMW  has  just  launched 
a  cruiser.  Japanese  producers  are 
rolling  out  new  models.  Harley- 
Davidson  is  in  the  midst  of  doubling 
its  production  by  2003. 

But  they  breed  tough  optimists  up 
there  in  Minnesota.  "We  regard  the 
Japanese  as  our  primary  competi- 
tors," says  Wendel.  "Honda,  Kawasa- 
ki, Suzuki  and  Yamaha — we  met 
these  guys  in  snowmobiles  and  ATVs 
and  we  beat  their  asses  off."  IH 
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DEREOULATION  - 

UPDATE 


IN  A  DEREGULATED  WORLD, 
IT  PAYS  TO  DO  BUSINESS 
WITH  SOMEONE  WHO'S 

BEEN  AROUND  THE  BLOOK 


A  FEW  MILLION  TIMES. 
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Xi.nd  that's  just  today. 

Sure,  that's  a  lot  of  ground  to  cover  in 
24  hours.  But  what's  even  more  amazing  is 
that  we  did  it  without  ever  leavmg  the  office. 

That's  because  we're  reading  nearly 
700,000  meters,  dozens  of  times  a  day,  with 
the  lowest-cost  data  communications  network 
there  is  And  providing  a  competitive  advantage 
for  partners  hke  Kansas  City  Power  &  Light, 
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CEILNCT  READY?  | 
OS  NOT. 
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Northern  States  Power,  Union  Electric, 
Puget  Sound  Energy  and  PG&E, 

Our  advanced  technology  has  the 
power  to  turn  kilowatts  into  megabytes 
of  real-time  information  that  can  be 
used  to  streamline  operations, 


We  ensure  peace  of  mind  with  a 
secure  network  service  that  puts  you  in 
total  control  over  your  data.  Plus,  you'll  be 
fully  prepared  to  meet  any  deregulatory 
standard  with  an  open  architecture  that's 
as  scalable  as  it  is  flexible. 

For  more  information,  give  us 


,     ,       ,  CELLlSTET 

improve  profitability  and  retain      data     systems      a  call  and  ask  for  our  Unofficial 


and  acquire  new  customers  with  enhanced  Guide  to  Deregulation.  'We  could  be  up  and 

^_       services  and  lower  rates.  running  around  your  block  before  you  know  it. 


hitp  //www  cellnet  com    125  SHOREWAV  ROAD.  SAN  CARLOS.  CA    94070 
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sweeter  spot 
for  people  to  pla] 


June  1 9, 2:45  pm.  Dan  Kubica.  Senior  Engineer,  Ping  Golf  OuW 


It's  that  moment  of  insight  when  remark- 
able things  happen. 

For  example,  take  the  makers  of  Ping® 
golf  equipment.  Karsten  Manufacturing 
was  taking  years  to  design  a  new  set  of 
Ping  irons.  That's  twelve  irons.  That's  one 
at  a  time.  That's  way  too  long.  Then,  they 
began  developing  and  testing  their  designs 
on  high-performance  Silicon  Graphics® 
systems.  Less  than  a  year  later,  a  new  set 


any  other  computers.  To  see  new  and  more 
informative  data.  To  look  deeper  within 
yourself  for  better  answers. 

People  in  practically  every  industry,  in 
nearly  every  corner  of  the  world  use 
Silicon  Graphics  workstations  and 
servers  in  manufacturing,  science, 
government,  telecom  and 
entertainment.  They  are 
the  people  whose  insights 


of  Ping  clubs  shipped  to  stores  around  the 
world.  And  golfers  everywhere  found  one 
more  thing  to  love  about  the  game. 

It's  just  one  example  of  what  people 
do  with  Silicon  Graphics  systems  - 
collaboration  with  better  results  in  less 
time.  And  whether  you  work  alone  or  in  a 
group,  Silicon  Graphics  provides  you  with 
the  freedom  to  do  things  you  can't  with 


turn  the  ordinary  into  the  extraordinary. 
If  you  need  more  proof,  stop  by  your 
local  driving  range.  That  little  pinging  you 
hear  is  the  result  of  better  clubs  getting  to 
market  in  half  the  time. 


^i^  SiliconGraphics 

%,  !^    Computer  Systems 


The  more  paperwork  the  feds  load  on  small  businesses, 
the  more  guys  like  Paul  Sarvadi  smile. 

We  cure  small-business 
headaches 


By  Christopher  Pahneri 

Paul  Sarvadi  loves  to  show  off  a 
sUde  called  The  Growing  Burden  of 
Employment  Regulation.  It  shows  a 
confusing  mass  of  acronyms:  ADA 
(the  Americans  with  Disabilities 
Act);  FMLA  (the  Family  &  Medical 
Leave  Act);  eppa  (the  Employee 
Polygraph  Protection  Act,  which 
says  that  employers  can't  give  lie 
detector  tests  to  job  candidates). 

Congress  in  its  great  wisdom  has 
seen  fit  to  pass  a  mass  of  sometimes 
conflicting,  frequently  onerous  laws 
with  the  stated  goal  of  protecting 
working  stiffs.  In  fact  these  laws  are 
more  often  a  bonanza  for  lawyers 
and  a  costly  headache  for  small  busi- 
nesses. "We  have  really  mixed  emo- 
tions about  these  laws,"  Sarvadi  says 
with  a  smile.  "But  they  drive  our 
business." 

Sarvadi  is  in  the  business  of  taking 
regulatory  hassles  off  the  backs  of 
small-business  owners.  His  company, 
Administaff,  Inc.,  is  one  of  the 
largest  players  in  the  fast-growing 
field  of  staff-leasing. 

'  all  in  Administaff  and  it  transfers 
your  employees  from  your  payroll  to 
AdministafPs.  It  does  iRS  forms,  pays 
payroll  taxes,  writes  paychecks  and 
handles  the  acres  of  paperwork  that 
big  companies  have  staffs  to  handle 
but  small-business  owners  and  their 
spouses  must  often  do  late  in  the 
ev  enings  or  on  weekends. 

nerage,  Administaff  charges 
o  d  company's  personnel  expens- 
es. The  business  owner  makes  the 
hirinti,  iind  firing  decisions.  Admini- 
staff is  there  to  provide  legal  advice. 
If  desired,  Administaff  will  place 
want  ads  and  do  preliminary  job 
interviews. 

Worried  about  sexual  harassment 


Administaff  Chief  Executive  Paul  Sarvadi 
He  looks  like  a  survivor  in  this 
volatile  industry. 


suits?  Send  employees  to  Admini- 
stafPs leafy  headquarters  in  the 
Houston  suburb  of  Kingv^'ood,  Tex., 
where  the  company  runs  an  Admini- 
staff University'  that  teache  courses 
in  things  like  sexual  harassment 
awareness  and  workplace  nee 

prevention.   About   3,00(  pie 

took  these  classes  last  year. 

Administaff  can  earn  mo 
yond  its  3%  fee.  Buying  in  c 

pay^   less  for  health  and  v 
compensation  insurance.  Adi 
pockets  the  spread  between  ••  ..at  .. 
employer  used  to  pay  and  'he  bull: 
deals  it  negotiates. 

Because  Administaff  assumes  nios 
of  the  liability  of  employee       ;,'-  .^^c 


it  sends  professional  inspectors  to 
work  sites  to  suggest  improvements 
and  provide  safety  training. 

The  business  is,  not  surprisingly, 
growing.  Started  in  1986,  Admin- 
istaff's  first-year  revenues  were 
$750,000.  This  year  it  expects  $1.1 
billion.  "We  get  all  of  the  resources 
of  a  big  business,"  says  Administaff 
customer  Daniel  Prosser,  president 
of  a  30-person  Houston-based 
telecommunications  consulting  firm. 
Administaff  now  services  28,000 
employees  at  1,700  client  compa- 
nies, half  of  whom  are  in  Texas. 

Last  year  Administaff  netted  $2.6 
million  on  a  total  payroll  of  $900 
miUion.  That's  not  bad,  considering 
stockholders'  equity  at  the  time  was 
just  $13  miUion.  Sarvadi  insists  mar- 
gins will  get  better  as  volume  grows 
and  investments  in  computer  sys- 
tems and  organization  are  spread 
over  a  bigger  base.  "We  are  at  the 
front  end  of  the  hockey  stick  of 
awareness,"  says  an  incessantly 
beaming  Sarvadi.  "It  takes  a  lot  of 
work  to  get  all  of  the  metrics  right." 

Sarvadi  is  not  alone  in  sniffing 
opportunity'  here.  In  fact  he  has  only 
about  1%  of  the  market.  Some  2.5 
million  employees  receive  paychecks 
from  rival  staff-leasing  firms. 

The  staff- leasing  industry  began  in 
the  early  1980s  and  has  not  enjoyed 
a  squeaky-clean  image.  Some  pro- 
moters offered  their  services  to  doc- 
tors and  other  professionals  as  a  gim- 
mick for  increasing  the  boss' 
tax-deferred  pension  contributions. 
Some  ran  sophisticated  schemes  that 
skimped  on  health  care  and  workers' 
comp  insurance.  Some  just  took  the 
employer's  money  and  ran. 

Sarvadi  worked  briefly  for  one  of 
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Outsourcing,  an  "in"  industry 


Company 

Latest 

12-mo  revenue 

($mil) 

Market 

cap 

($mil) 

CDC 

P/E- 

1997 
estimat 

recent 

52-week 

high            low 

1997              1998 
estimated 

1998 
ed 

Administaff 

$23.00 

$26.50 

$13.75 

11.50 

1.53 

3.75 

17.63 

6.00 

26.56 

$1,033 
254 
119 

$309 

107 

38 

$0.55 
0.83 
NA 
:      0.70 
0.42 
0.38 
0,71 

$0.71 
1.06 

42 
19 

32 

Barrett  Business  Services 

16.00 

1.97 

5.88 

23.88 

-      10.50 

34.25 

19.00 
6.25 
28.63 
25.00 
13.25 
45.50 

15 

Digital  Solutions 

NA 

NA 

0.77 

0.52 

0.94 

NA 
8 

57 
28 
48 

NA 

Employee  Solutions 
Stafi  Leasing 
Team  America 
Vincam  Group 

696 

1.510 

108 

556 

181 

552 

35 

294 

NA 
31 
20 
36 

Pnces  as  of  Sept  23   NA.  Not  available 

Sources:  Market  Guide  via  OrteSource  Information  Services:  IBES  Express. 

Wall  Stre«t  has  embraced 
the  staff-leasing  industry. 


the  worst  offenders,  James  Borgelt, 
who  founded  a  number  of  staff-leas- 
ing companies  in  Dallas  and  last  year 
was  sentenced  to  a  three-year  prison 
term  for  stealing  from  his  clients. 

States  like  Florida,  California  and 
Texas  have  begun  regulating  the  in- 
dustry. In  the  early  1990s  Admini- 
staff and  a  number  of  larger  players 
supported  licensing  efforts  now  in 


place  in  16  states.  "We've  set  the 
standards  now,"  he  says. 

But  the  scandals  keep  erupting.  In 
March  Phoenix-based  Employee 
Solutions,  Inc.,  the  industry's  first 
publicly  ti"aded  company,  announceti 
that  it  would  sharply  increase 
reserves  for  workers'  comp  claims. 
The  high-tlying  stock  collapsed. 

Yet  in  the  past  12  months,  five  staff- 
leasing  firms,  including  Administaff, 
have  gone  public.  Most  trade  at  very 
rich  valuations,  Administaff  at  42  times 


this  year's  estimated  earnings. 

Scandals  or  not,  staff-leasing  is  a 
valid  concept.  T.  Joe  Willey  is  a  con- 
sultant to  staff-leasing  companies 
and  a  former  operator  of  one  him- 
self. He  recalls  buying  the  California 
customer  list  of  one  of  James  Bor- 
gelt's  defunct  companies  out  of 
bankruptcy  court  a  decade  ago.  A 
solid  82%  of  the  clients  signed  on 
with  other  staff-leasing  firms.  Says 
Willey:  "That  convinced  me  there 
was  something  to  the  business."  ^M 


Short-term  fever? 


5      h\  B.Gradv 


Oh  you've  got  it  alright.  Between  the 
sandwich  you  downed  on  the  freeway 
to  make  that  meeting  on  the  opposite 
side  of  the  city,  and  the  mad  dash  home 
to  catch  enough  of  Tommy's  soccer 
game  so  as  not  to  be  late  for  Bridget's 
ballet  recital,  you're  knee-deep  in  it. 
WeIcome^°  the  ^^ort  .^errn  >^ot\d. 


thinking  that  powers  every  other  facet 
of  your  life  has  finally  driven  into  your 
investment  psyche.  But  let's  remember 
why  you  invested  in  the  first  place:  for 
tomorrow.  It's  a  long-term  goal.  That's 
why  there's  a  straightforward  long-term  • 
discipline  behind  every  Kemper  Fund. 
So    ;^     that     short-term  ^e^^^ 


HERE'S  A  LONG-TERM 
BREAKTHROUGH. 


wha^^ 


^e^.   ^^  '^^^ 


W  hy  it's  that  Kemper  Funds  long-term 
line  again.  Uh...  where  were  we?  Oh 
yeah.  Well,  with  experts  nervous  about 
how  the  market  can  continue  to  hit  new 
highs,  it's  no  wonder  the  short-term 

"/  couldn't  sit  through  my 
favorite  sitcom  for  more  than 
five  minutes...!  couldn't  even 

bring  myself  to  order  slow- 
roasted  chicken." 


ride  ,    ^       \xV^ 

e\pvt\g  out    % 

ive  market  is  what  Kemper's 


or  arr  acii 

been  doing  for  nearly  50  years  now  — 
in  a  world  that's  become  increasingly 
short-term  focused.  If  their  long-term 
discipline  can  cut  through  an  everyday 
scenario  this  easily,  imagine  what 
Kemper  Funds  can  do  for  your  portfolio. 
Ask  your  financial  advisor  about 
the  long-term  thinking  behind  Kemper 
Funds.  Or  call  l-888-Kemper-7  ext.  917 
or  visit  www.kemper.com 


pire 


do 


ill 


^ns 


KEMPER  FUNDS 


Long-term  investing  In  a  short-term  world^' 

For  a  prospectus  containing  more  complete  information 
including  management  fees  and  expenses,  call  Kemper 
Please  read  it  carefully  before  investing  or  sending 
money,  ©  1997  Zurich  Kemper  Distributors,  Inc. 
A  member  of  the  Q  ZURICH  Group  1 034940 


In  the  Environmental  Protection  Agency 
Congress  created  a  monster  it  can  no  longer  control. 
With  a  shrewd  politician  like  Carol  Browner  running  it, 
the  agency  just  thumbs  its  nose  at  the  legislators. 

Gairol  Bi«owner 


master  of 
mission  creep 


5 


By  Pranay  Gupte  and  Bonner  R.  Cohen 


1971-73 


An  ecosystem  of  politics, 
personality  and  policy 

William  D.  Ruckelshaus 

First  EPA  administrator,  he 
served  under  Presidents 
Richard  M.  Nixon  and 
Gerald  R.  Ford;  oversaw 
initial  implementation  of 
the  Clean  Air  Act  and  the 
Clean  Water  Act;  agency 
grew  from  7,100  employees 
to  9,800;  bddget  rose  from 
$1  billion  to  $2.3  bUlion. 


1973-77 


i 


Russell  E.  Train 

He  cultivated  close 
relations  with  Con- 
gress to  the  point 
that  the  agency 
became  over- 
dependent  on  con- 
gressional goodwill, 
sharply  cut  budget  to 
under  $700  million, 
then  increased  it  tc 
$2.7  billion;  work 
force  ranged  from 
9,200  to  IC  :^oo. 


1977-81 


Douglas  M.  Cosde 

First  administrator  to  serve 
under  a  Democrat  (Jimmy 
Carter),  he  declared  EPA  a 
"public  health  agency"; 
guided  EPA  toward  environ- 
mental activism;  played  key 
role  in  adoption  of  Super- 
hand;  budget  rose  to  $5.5 
billion;  work  force  12,600. 


1981-83 


St 
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Anne  Gorsuch  Burford 

Serving  under  Ronald 
Reagan,  her  rock)' 
tenure  \\as  character- 
ized by  poor  relations 
with  Congress;  blamed 
for  slo\\'  pace  of  Super- 
fund  cleanups;  forced 
to  resign  after  botched 
handling  (including 
document-shredding) 
of  evacuation  of  Times 
Beach,  Mo.,  a  small 
communit\'  plagued  by 
trace  elements  of 
dioxin;  budget  $3.7 
billion;  work  force 
10,800. 
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As  THE  CENTER  OF  that  enormous  rent-seek- 
ing organization  known  as  the  federal  gov- 
ernment, Washington,  D.C.  has  evolved  its 
owTi  vocabular\'.  There  is,  in  bureaucratese,  an 
innocent-sounding  but  insidious  phrase:  mis- 
sion creep.  Mark  it  well:  Mission  creep 
explains  a  lot  about  how  big  government 
gro\\'s  and  grows  and  groN\'s. 

Mission  creep  is  to  a  taxpayer-supported 
organization  what  new  markets  are  to  a  busi- 
ness organization.  It  involves  a  gradual,  some- 
times authorized,  sometimes  not,  broadening 
of  a  bureaucracy's  original  mission.  It  is  a  way 
to  accrete  money  and  power  beyond  what 
Congress  originally  approved  when  it  handed 
an  ageno'. 

Playing  mission  creep  is  an  old  game  in 
Washington.  But  no  one  has  ever  played  the 
game  with  more  skill  than  Carol  M.  Browner, 
Bill  Clinton's  choice  to  head  the  Environ- 
mental Protection  Agency. 

From  a  modest  beginning  a  quarter-centu- 
ry ago,  the  agency  has  grown  to  employ 
nearly  20,000  people  and  control  an  annual 
budget  of  S7  billion.  But  these  numbers  are  a 
poor  measure  of  the  agency's  power:  Because 
its  regulations  have  the  force  of  law,  the 
agency  can  jail  people,  close  factories  and 


override  the  judgments  of  local  authorities. 

In  its  quest  for  power  and  money,  the 
agency  has  imposed  many  unnecessary  costs 
on  American  industry,  and  ultimately  on  the 
American  people — costs  that  do  more  to  sat- 
isfy bureaucratic  zeal  than  to  clean  the  air  or 
the  water. 

The  EPA  was  established  in  1970  by  an  exec- 
utive order  issued  by  President  Richard  M. 
Nixon.  Rachel  Carson,  a  patron  saint  of  the 
environmental  movement,  had  made  a  huge 
impact  with  her  emotional  tract.  Silent  Spring, 
a  few  years  earlier. 

The  public  was  right  to  be  alarmed.  Indus- 
trialization has  imposed  hidden  costs  in  the 
form  of  polluted  air,  despoiled  streams, 
unsighdy  dumps  and  a  general  degradation  of 
the  landscape.  Concerns  about  pollution 
could,  of  course,  have  been  dealt  with  by 
existing  agencies,  but  that  is  not  the  nature  of 
American  politics.  Politicians  must  be  seen  to 
be  doing  something  dramatic.  Creating  new 
agencies  makes  favorable  waves  in  the  media. 

Nixon  created  a  new  agency.  Pulled  togeth- 
er from  a  hodgepodge  of  existing  federal  pro- 
grams, the  EPA  never  had  a  congressional  char- 
ter that  would  have  defined  its  regulatory 
activities.  It  was  simply  given  the  task  of  car- 


EPA  scientists, 
following 
the  agency's 
cancer-risk 
guidelines, 
were  soon 
ignoring 
the  age-old 
admonition 
that  the  ^^dose 
makes  the 


poison 


)> 


1983-85 


1985-89 


William  D.  Ruckelshaus 

Brought  back  by  Presi- 
dent Reagan  to  restore 
agenc\^'s  credibility';  he 
vigorously  pursued 
environmental 
activism,  including  ill- 
fated  asbestos-removal 
program  in  schools; 
supported  United 
Nations  initiatives  that 
introduced  "sustain- 
able development"  into 
the  global  environmen- 
tal vocabulary;  budget 
rose  to  $4.1  billion, 
work  force  grew  to 
11,400. 


Lee  M.  Thomas 

He  raised  epa's  level 
of  scientific  credibility 
by  squashing  wide- 
spread but  scientifi- 
cally unproven  fears 
of  chemical  "time 
bombs";  budget 
grew  to  $5.2  billion; 
employees  12,000. 


1989-93 


William  K.  Reilly 

Faced  congressional 
grillings  over  misman- 
agement of  epa's  out- 
side contractors;  prime 
mover  in  the  contrcwer- 
sial  reauthorization  of  the 
Clean  Air  Act  in  1990;  over- 
saw ftirther  politicization  of 
epidemiology;  persuaded 
President  George  Bush  to 
attend  the  1992  Earth 
Summit  in  Rio  de  Janeiro; 
budget  reached  $6.9  billion; 
employees  swelled 
to  15,000. 


1993-present 


ill 


Carol  M.  Browner 

One  of  President  Bill 
Clinton's  first  appointees, 
she  defeated  party  leaders 
in  a  nasty  battle  over  air- 
quality  standards;  sup- 
ports the  need  for  "envi- 
ronmental justice"  and 
backs  emission-reporting 
policies  that  critics  say  will 
increase  economic  espi- 
onage; broad  agenda  has 
taken  budget  to  more 
than  $7  billion  and  the 
number  of  employees  to 
beyond  19,000. 
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New  York  University 

George  Thurston,  professor  of 
environmental  medicine,  gets  three-year, 
$383,000  grant  from  EPA  to  study  "acidic 
particulate  matter."  Tells  New  York  Times 
"tens  of  thousands  of  hospital  visits  and 
premature  deaths  could  be  prevented  by 
more  stringent  air  quality  standards." 
Says  grants  do  not  influence  his  research. 


Harvard  School  of  Public  Health  f 

Joel  Schwartz,  epidemiologist,  in  the  Wall    j 
Street  Journal,  attacks  the  National 
Association  of  Manufacturers.  Fails  to 
reveal  he  got  three-year,  $196,000  EPA 
grant  to  study  effects  of  pollution  on 
children  or  that  the  School  of  Public  Health 
received  $3  million  in  EPA  grants  in  1996. 


Deep  roots, 


The  Environmental 

Protection  Agency  often 

subsidizes  scientists  and 

environmental  groups  that 

back  the  agency's  policies. 


The  Natural  Resources 
Defense  Council 

It  received  more  than  $1  million  from  the 
EPA  in  1995.  And,  in  a  curious  move,  the 
EPA  paid  $150,000  in  NRDC  legal  bills 
for  lawsuits  that  the  NRDC  brought  against 
the  EPA.  The  suits  result  in  the  EPA's 
mandate  on  clean  air  issues  and  regulatory 
authority  being  expanded. 


American  Lung  Association 

Cited  by  the  EPA  as  independent  source 
during  agency  efforts  to  toughen  pollution 
standards,  the  ALA  received  more  than  $4 
million  in  grants  between  1990  and  1994; 
in  1995  EPA  granted  nearly  $1  million 
more.  The  ALA  once  sued  EPA  to  issue 
new  rules  on  pollution;  later,  EPA  financed 
ALA  air-pollution  studies. 


rying  out  the  provisions  of  what,  over  time, 
became  13  environmental  statutes,  each  with 
its  own  peculiarities  and  constituencies. 

Without  perhaps  fully  comprehending  the 
issues,  Nixon  made  the  new  EPA  the  instru- 
ment for  a  tremendous  power  grab  by  the  fed- 
eral government.  Most  environmental  prob- 
lems— chemical  spills,  groundwater  con- 
tamination, abandoned  dump  sites — are 
purely  local  in  nature.  But  suddenly  they  were 
federal  matters.  In  the  name  of  a  greener, 
cleaner  Earth,  Washington  mightily  increased 
its  power  to  intervene  in  the  daily  lives  of  its 
citizens.  It  was  a  goal  so  worthy  that  few 
people  saw  the  dangers  inherent  in  it.  Mission 
creep  had  begun. 

In  1978  then-EPA  administrator  Douglas 
Costle  cleverly  shifted  the  focus  of  the  agency. 
Henceforth  die  EPA  would  protect  not  just  the 
environment  but  your  health.  "Cosde  became 
determined  to  convince  the  public  that  [the] 


EPA  was  first  and  foremost  a  public  health 
agency,  not  a  guardian  of  bugs  and  bunnies," 
wrote  Mark  K.  Landry,  Marc  J.  Roberts  and 
Stephen  R.  Thomas  in  their  book.  The  Envi- 
ronmental Protection  Agency:  Asking  the 
Wron£i  Qtiestions  from  Nixon  to  Clinton. 

People  do  care  about  forests  and  wildlife, 
but  they  care  much  more  about  themselves 
and  their  families.  There  is  a  strong  strain  of 
hypochondria  in  the  American  people,  and 
nothing  grabs  our  attention  faster  than  an 
alleged  threat  to  our  health.  If  the  alleged 
threat  involves  cancer,  it  is  almost  guaranteed 
to  make  the  six  o'clock  news.  Cosde  shrewd- 
ly exploited  cancerphobia  to  expand  his 
agency's  reach  and  to  wring  money  from 
Congress.  He  launched  the  EPA  on  a  cancer 
hunt,  looking  for  carcinogens  in  foods  and  air 
and  water,  even  in  the  showers  we  take. 

Carcinogens,  of  course,  abound  in  nature, 
ordinary  sunlight  being  one  of  the  most 


Where  most 
agency  chiefs 
tremble 
at  criticism 
from 
Congress, 
Browner  has 
a  platform 
from  which 
she  can 
counterattack. 
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prevalent.  So  it  is  with  many  man-made  sub- 
stances. The  exposure  to  backgrounti  levels  of 
these  carcinogens  is  so  minimal  in  most  cases 
as  to  pose  no  serious  threat  in  the  over- 
whelming majorit>'  of  cases.  Never  mind:  EPA 
scientists,  following  the  agency's  cancer-risk 
guidelines,  were  soon  ignoring  the  age-old 
admonition  that  the  "dose  makes  the  poison." 
If  it  was  man-macie  and  carried  carcinogens, 
the  ERA  would  root  it  out.  As  one  Er.\  scientist 
explained  it  to  Forbes:  "At  epa,  we're  not 
paid  not  to  find  risks." 

Under  the  mantra  of  "one  fiber  can  kill," 
the  EPA  in  the  1980s  mounted  a  costly  and 
probably  self-defeating  nationwide  effort  to 
rip  asbestos  out  of  schools.  Simply  sealing  the 
substance  would  have  kept  the  fibers  away 
from  kids  at  a  fraction  of  the  cost.  But  it 
would  not  have  yielded  the  same  harvest  in 
headlines. 

Even  more  than  her  predecessors — and  pos- 
sessing much  greater  resources — Carol 
Browner  presents  herself  as  the  great  family 
physician.  "There  isn't  a  decision  I  make  on 
any  given  day  that's  not  related  to  the  health 
of  the  American  people,"  she  tells  Forbes. 
Browner,  it's  worth  noting,  is  a  lawyer  with 
no  medical  training. 

After  all,  she  reminds  us,  she's  the  mom  of 
a  young  boy.  Attendees  of  ('apitol  Hill  hear- 
ings snicker  at  her  constant  references  to  her 
son,  Zachary,  when  she  testifies  on  environ- 
mental issues.  But  she  never  misses  a  chance 
to  repeat  the  message.  "If  we  can  focus  on 
protecting  the  children  .  .  .  we  will  be  pro- 
tecting the  population  at  large,  which  is  obvi- 
ously our  job,"  she  tells  FoRBHS 

Who  said  that  was  her  job?  Nobody,  but 
that's  what  mission  creep  is  all  about. 

Last  September  Browner  announced  the 
release  of  a  new  ep.\  report  setting  forth  a 
broad  national  agenda  to  protect  children 
fi-om  environmental  risks.  She  followed  up  the 
report  with  the  creation  earlier  this  year  of  the 
Office  of  Cliildren's  Health  Protection  at  epa. 

There  was  no  congressional  mandate,  but 
Congress  meekly  went  along  by  failing  to 
challenge  the  agency's  justification  of  the  pro- 
gram. Who  would  want  to  face  reelection 
accused  of  being  callous  toward  children? 
Especially  when  the  epa's  kept  researchers 
stand  by  ready  to  produce  scare  stuciies  on  EPA 
money  (see  box,  p.  172). 

Where  most  agency  chiefs  tremble  at  criti- 
cism from  Congress,  Browner  has  a  platform 
from  which  she  can  counterattack.  An  EPA- 
fijnded  newsletter  was  recendy  distributed  by 
the  National  Parents  Teachers  Association.  At 
the  time  an  internal  epa  memo  noted:  "The 
PTA  could  become  a  major  ally  for  the  Agency 


EPA  scientist  David  Lewis 
Whistleblower  who  prevailed. 


in  preventing  Congress 
from  slashing  our  bud- 
get." Thus  does  Brown- 
er's  EPA  use  taxpayer 
monev  to  fight  efforts  to 
trim  the  federal  budget. 

On  Mar.  15,  1995 
David  Lewis,  an  epa  sci- 
entist attached  to  the 
agency's  laboratory  in 
Athens,  Ga.,  was  told  by 
his  supervisor  that  EPA 
employees  with  connec- 
tions to  members  of  Con- 
gress should  use  their 
influence  to  sway  lawmak- 
ers against  a  bill  proposed 
by  Representative  Clifford 
Stearns  (R-Fla.) — if  it 
could  be  done  "without  getting  into  trouble." 
Stearns'  bill  would  have  reduced  funding  for 
EPA.  The  scientist  later  saiti  in  a  deposition: 
"We  were  being  asked  to  do  this  during  gov- 
ernment business  hours,  and  the  purpose  was 
to  protect  EPA  fi.inding  levels."  This  request  on 
the  part  of  high-level  EPA  officials  to  lobby 
Congress  on  government  time  is  under  inves- 
tigation by  the  House  Government  Reform 
and  Oversight  Committee. 

Had  this  been  a  Republican  administration 
and  had  the  department  involved  been  other 
than  the  epa,  one  can  imagine  the  outcry  in 
the  media. 

Asked  about  the  growing  criticism  of  her 
tactics.  Browner  blatantly  ducks  the  question 
with:  "This  isn't  about  me.  It  never  has  been 
about  me.  It's  about  the  air  being  cleaner.  Is 
the  water  going  to  be  safer?  It's  about  busi- 
ness going  to  be  able  to  find  a  better  solution 
to  our  environmental  problems." 

It's  really  about  politics.  When  supportive 
lawmakers  ask  to  borrow  EPA  experts  for  their 
staffs,  the  epa  hastens  to  comply.  Requests 
from  liberal  Democrats  almost  always  are 
filled,  those  from  Republicans  rarely.  A 
request  by  Representative  Richard  Pombo 
(R-Calif )  for  an  EPA  detailee  was  rejected  on 
Jan.  2,  1997  on  the  grounds  that  "new  pro- 
cedures" were  being  written.  Less  than  four 
weeks  later  (Jan.  28),  a  similar  request  from 
liberal  Democrat  Representative  Charles 
Rangel  of  New  York  was  approved,  without 
reference  to  any  "new  procedures." 

Since  1995  her  office  has  approved  all 
requests  for  employee  details  to  four  Demo- 
cratic lawmakers — Senator  Frank  Lautenberg 
(D-N.J.),  Senator  John  Kerry  (D-Mass.), 
Senator  Daniel  Patrick  Moynihan  (D-N.Y.) 
and  Rangel.  Of  the  four  GOP  requests,  three 
were  rejected. 
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Browner  was  at  her  politically  impressive 
best  in  this  summer's  debate  over  the  epa's 
tougher  clean  air  standards.  Because  air  qual- 
it)^  levels  have  improved  markedly  since  pas- 
sage of  the  Clean  Air  Act  amendments  of 
1990,  it  was  wddely  hoped — especially  in  areas 
that  badly  need  new  jobs — that  the  standards 
would  not  be  further  tightened.  The  epa's 


own  data  showed  that  levels  of  the  particulates 
have  dropped  dramatically  over  the  past 
decade.  Many  local  governments,  anxious  for 
jobs  and  economic  development,  were  look- 
ing forward  to  being  removed  from  the  list  of 
so-called  nonattainment  areas  for  ozone  and 
particulate  matter,  or  PM. 

In  July  the  EPA  finalized  new  tighter  stan- 


High  costs, 
higher  confusion 


44  cents 

According  to  a  report  released  Sept.  16 
by  the  Government  Accounting  Office 
(gao),  for  every  dollar  EPA  spent  in  fiscal 
1996  on  cleaning  up  hazardous  waste 
(Superfund)  sites,  only  44  cents  is  actually 
spent  on  cleanup. 


$37  biUion 


$210  miUion 


Parties  trapped  in  Superfund's  vast 
litigation  net  spend  $210  million  annually 
just  to  cover  the  cost  of  their  attorneys. 


$3  billion 


According  to  epa's  own  data, 
U.S.  businesses  spend  $3  billion  and 
115  million  hours  each  year  completing 
the  paperwork  required  by  the  massive 
reporting  system  the  agency  has  developed 
over  the  past  quarter-century. 


$47  biUion 


In  pushing  for  new^  standards  for 

particulate  matter  (PM)  and  ozone, 

EPA  originally  claimed  its  proposal  would 

cost  approximately  $8.5  billion, 

a  figure  the  agency  revised  to  $47  billion 

after  President  Clinton  approved 

the  program. 


EPA  now  also  concedes  that  the  costs  of  its 
new  air  quality  standards  may  exceed  any 
health  benefits  resulting  fi*om  the  pro- 
gram. While  estimating  that  the  new 
ozone  standard  will  cost  the  regulated 
community  $9.6  billion,  the  agency 
acknowledges  that  the  benefits  will  range 
fi*om  $1.5  billion  to  $8.5  billion.  For 
particulate  matter,  which  EPA  says  will  cost 
$37  billion  to  implement,  the  benefits 
range  fi'om  $19.8  billion  to  as  high  as 
$110  biUion. 

EPA  regulations 

Though  it's  difficult  to  put  a  price  tag  on 
it,  businesses  and  local  governments  spend 
a  tremendous  amount  of  time  just  trying 
to  figure  out  what  epa  Avants  them  to  do. 
"epa's  regulations  are  written  in  Latin 
with  Greek  footnotes,"  says  Frank 
Shafiroth  of  the  National  League  of  Cities. 

In  attempting  to  comply  with  epa's  regula- 
tions, conflicting  definitions  often  reign. 
Said  one  federal  judge  recently  about  the 
hazardous  waste  regulations  of  the 
Resource  Conservation  &  Recovery  Act 
(rcra):  "The  people  who  wrote  this  ought 
to  go  to  jail.  They  ought  not  to  be  indict- 
ed, that's  not  enough."  For  instance,  even 
though  some  epa  regulations  define  haz- 
ardous waste  as  a  solid  waste,  other  agency 
regulations  define  solid  waste  as  a  subset 
of  hazardous  waste. 
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dards  for  ozone  and  PM.  For  communities  tiiat 
had  made  expensive  efforts  to  comply  with 
the  current  law,  the  higher  standards  \\'ere  like 
a  baseball  player,  having  rounded  third  base 
and  heading  toward  home,  being  told  he  had 
to  circle  the  bases  again  to  score. 

A  good  many  congresspeople  were  out- 
raged. Browner's  insistence  on  imposing  the 
new  standards  in  the  face  of  nothing  more 
than  scanty  scientific  evidence  unleashed 
howls  of  protest  from  elected  officials  in  the 
affected  communities. 

Legally,  Browner  was  probably  in  the  right. 
In  its  haste  to  seem  to  be  attending  to  the 
emironment.  Congress  failed  to  exert  control 
over  EPA  standards  and  regulations. 

There  was  nonetheless  quite  a  donnybrook, 
with  veteran  Democrat  John  Dingell  of 
Michigan  leading  the  charge  against  Browner. 
A  lot  of  jobs  were  at  stake  in  Michigan,  still 
headquarters  of  the  U.S.  auto  industry.  Con- 
gress, he  insisted,  should  be  consulted.  Din- 
gell was  not  alone. 

With  lots  of  support  from  Vice  President  Al 
Gore's  office.  Browner  went  to  work  putting 
down  the  congressional  revolt.  Her  testimony 
before  Congress  was,  by  general  agreement, 
brilliant,  though  her  facts  were  ofiien  shaky. 

Until  then.  Bill  Clinton  had  remained  on 
the  sidelines.  But  Browner  maneuvered  the 
President  into  a  corner,  where  he  faced  the 
politically  embarrassing  choice  of  supporting 
her  controversial  initiatives  or  disavowing 
his  outspoken  EP.\  administrator.  Clinton  then 
got  to  the  head  of  the  parade  by  declaring  his 
support  for  Browner.  The  game  was  over. 
Browner  1,  Congress  0. 

If  epa's  new  standards  survive  congression- 
al and  legal  challenges,  state  and  local  gov- 
ernments will  have  to  devise  elaborate  State 
Implementation  Plans,  or  sips,  detailing  their' 
strategies  for  complying  with  the  agency's 
latest  regulatory  diktat.  And  in  accordance 
with  the  Clean  Air  Act,  it  will  be  up  to  the  EPA 
to  approve  or  disapprove  the  siPs.  The  esti- 
mated cost  of  compliance  with  the  new  stan- 
•  dards  for  the  Chicago  area  alone  is  projected 
to  be  between  $3  billion  and  $7  billion. 

"I  wish  we  never  had  that  fight  with  Con- 
gress," she  tells  Forbes.  "I  wish  it  could  have 
been  avoided.  I  think  it  came  at  great  expense 
to  the  country.  I  think  it  was  very  unfortu- 
nate." Note  the  implication:  The  way  it  could 
have  been  avoided  was  for  Congress  to  avoid 
challenging  her. 

You  can  admire  Browner's  skill  and  still  be 
appalled  by  what  she  is  doing.  "This  is  by  far 
the  most  politicized  epa  I've  seen  in  my  three 
decades  of  working  in  state  governments," 
says  Russell  J.  Harding,  director  of  Michigan's 


Department  of  Environmental  Quality.  "It  is 
an  agency  driven  more  by  sound  bites  than  by 
sound  science." 

Says  Barry  McBee,  chairman  of  the  Texas 
Natural  Resource  Conservation  Commission: 
"EPA  continues  to  embody  an  outdated  atti- 
tude that  Washington  knows  best,  that  only 
Washington  has  the  capability  to  protect  our 
environment.  States  are  closer  to  the  people 
they  protect  and  closer  to  the  resources  and 
can  do  a  better  job  today." 

As  a  weapon  to  humble  the  state  regulato- 
ry bodies,  Carol  Browner's  EPA  has  embraced 
the  politically  correct  concept  of  "environ- 
mental justice."  This  broadens  epa's  mandates 
even  beyond  protection  of  everyone's  health. 

In  early  1993  Browner  set  up  the  Office  of 
Environmental  Justice  within  epa  which, 
among  other  things,  passes  out  taxpayer- 
funded  grants  for  studying  the  effects  of 
industrial  pollutants  on  poorer,  mostiy  black, 
communities.  In  1994  the  White  House  sup- 
ported this  initiative  by  ordering  federal  agen- 
cies to  consider  the  health  and  environmental 
effects  of  their  decisions  on  minority  and  low- 
income  communities. 

That's  the  rhetoric.  The  realit)'  is  that  the 
federal  agencies  have  a  new  weapon  for  over- 
ruling state  agencies.  Browner's  EPA  recently 
delayed  the  approval  of  a  $700  million 
pol\'\'inyl  chloride  plant  to  be  built  by  Japa- 
nese-owned Shintech  in  the  predominantly 
black  southern  Louisiana  town  of  Convent. 
Louisiana's  Department  of  Environmental 
Quality  had  already  given  the  go-ahead;  the 
plant  would  have  created  good-paying  jobs 
and  opportunities  in  an  area  suffering  from 
60%  unemployment  and  low  incomes.  But  the 
EPA  argued  that  blacks  would  suffer  dispro- 
portionately from  potentially  cancer-causing 
emissions  of  the  plant  in  an  area  already  lined 
with  chemical  factories  of  all  descriptions. 

Louisiana  Economic  Development  Director 
Kevin  Reilly  was  enraged.  "It  is  demeaning 
and  despicable  for  these  people  to  play  the 
race  card,"  he  says,  pointing  out  that  poor 
people  and  blacks  would  have  gained  eco- 
nomically and  were  at  little  health  risk.  The 
scientific  evidence  bears  Reilly  out:  A  recent 
article  in  the  Journal  of  the  Louisiana  Medical 
Society  found  that  cancer  incidence  in  the  area 
is  in  most  cases  no  higher  than  nationally. 

But  never  mind  the  facts:  This  kind  of  deci- 
sion has  less  to  do  with  science  than  with 
power  politics.  It  delivers  the  message:  Don't 
mess  with  the  EPA.  "Carol  Browner  is  the  best 
hardball  player  in  the  Cfinton  Administra- 
tion," says  Steven  J.  MiUoy,  executive  director 
of  The  Advancement  of  Sound  Science  Coali- 
tion in  Washington,  a  longtime  critic  of  EPA 
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Providing 
a  bonus 
for  snoops 
and  spies 


In  its  zeal  to  impose  its 
severe  standards  on  U.S. 
industry,  the  Environmen- 
tal Protection  Agency  may 
unwittingly  have  opened 
American  companies  to 
industrial  espionage. 

Since  taking  office  in 
1993,  Carol  Browner  has 
spearheaded  a  Clinton 
Administration  dri\'e  to 
expand  the  so-called  toxic 
release  inventory,  tri  is  a 
compilation  of  the  chemi- 
cal emissions  from  manu- 
facturing operations  of 
26,000  U.S.  companies. 
Under  Browner,  the  num- 
ber of  the  kinds  of  chemi- 
cals that  must  be  reported 
has  doubled  to  more  than 
600. 

Now,  the  EPA  wants 
even  more  numbers.  It 
wants  to  get  detailed 
and  sensitive  production 


information,  including  the 
quantity  of  raw  material 
inventories,  the  quantity 
of  materials  and  product 
produced  at  specific  man- 
ufacturing facilities,  and 
the  quantity  of  raw,  inter- 
mediate and  finished 
materials  and  products 
that  these  facilities  ship 
off- site. 

All  of  this  is  to  be  posted 
on  the  Internet  for  easy 
"community"  access. 

The  Chemical  Manufac- 
turers Association  (CMA) 
is  understandably  none 
too  happy.  In  a  just- 
released  report,  it  calls 
this  sort  of  information 
the  bits  and  pieces  that 
spies  string  together  to 
"reveal  some  of  a  compa- 
ny's most  important  and 
valuable  production 
secrets." 


In  1995  the  trade  asso- 
ciation commissioned 
Kline  &  Co.,  a  member  of 
the  Society  of  Competitive 
Intelligence  Professionals, 
to  determine  what  infor- 
mation a  foreign  competi- 
tor could  glean  about  a 
U.S.  company  based 
both  on  current  TRi 
reporting  requirements 
and  on  epa's  proposed 
expansion.  Its  conclusion: 
Foreigners  would  gain 
access  to  information 
that  in  wartime  would  be 
"the  equivalent  of  having 
the  U.S.  voluntarily  turn 
over  its  code  book  to  its 
enemies." 

It's  one  more  example 
of  how  the  EPA  rides 
roughshod  over  business 
in  the  name  of  protecting 
children. 

-P.G.  and  B.R.C.    ^ 
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who  acknowledges  receiving  flinding  from 
industry.  "She  has  the  105th  Congress  com- 
pletely intimidated  by  her  debating  skills  and 
her  sheer  grasp  of  facts,  however  questionable. 
She  eats  their  lunch." 

Like  many  Clintonites,  Browner  takes  her 
own  good  lime  about  responding  to  congres- 
sional requests  for  EPA  documents.  When 
word  got  out  that  EPA  was  developing  a  series 
of  proposals  for  reducing  U.S.  emissions  of 
man-made  greenhouse  gases,  the  House 
Commerce  Committee  asked  for  a  copy.  The 
EPA  ignored  the  request  for  two  years. 

When  the  proposals  were  leaked  to  the 
committee  late  last  year,  it  was  immediately 
clear  why  EPA  had  stiffed  Congress.  The  doc- 
ument was  loaded  with  proposals  for  raising 
taxes  to  pay  for  new  EPA  initiatives.  Produced 
in  the  agency's  Office  of  Policy,  Planning  & 
Evaluation  and  dated  May  31,  1994,  epa's 
"CUmate  Change  Action"  recommends  a  new 
50-cent-per-gallon  gasoline  tax,  with  an  esti- 
mated cost  to  motorists  of  $47  billion  in  the 
year  2000  alone.  Seven  other  tax  increases 
were  recommended:  a  "greenhouse  gas  tax," 
a  "carbon  tax,"  a  "btu  tax,"  an  "at-the-source 
ad-valorem  tax"  on  the  value  of  the  fiicl  at  the 
source  of  extraction,  an  "end-use  ad  valorem 
tax"  on  the  value  of  the  fuel  at  the  point  of 
sale,  a  "motor  fuels  tax"  on  the  retail  price  of 
gasoline  and  dicsel,  an  "oil  import  fee."  Also 
recommended:  A  new  federal  fee  on  vehicle 
emissions  tests  of  $40  per  person  to  "shift  the 
cost  of  vehicle  inspection  from  the  state  to  the 
vehicle  owner." 

How  could  they  hope  to  get  so  many  new 
taxes  through  a  tax-shy  Congress?  The  "Cli- 
mate Change  Action  Plan"  contains  repeated 
references  to  how  each  of  the  above  taxes  and 
fees  can  be  imposed  under  existing  laws.  Talk 
about  taxation  without  representation. 

It's  not  entirely  surprising  tliat  Browner  and 
her  crew  think  in  terms  of  government-by- 
edict.  Browner's  extraordinary  power  is  in 
many  ways  a  consequence  of  Congress'  dele- 
gation of  its  lawmaking  power  to  the  epa.  It 
has  let  the  agency  micromanage  environmen- 
tal activities  throughout  the  nation  with  little 
regard  for  either  local  wishes  or  the  cost.  This 
negligence  has  permitted  the  agency  to  ignore 
scientific  data  that  conflict  with  agency  ortho- 
doxy. The  epa  is  in  many  ways  becoming  a 
state  within  the  state. 

"This  is  Washington  at  its  worst — out-of- 
touch  bureaucrats  churning  out  red  tape  with 
reckless  abandon.  The  EPA  hasn't  taken  into 
account  an  ounce  of  reality,"  says  Representa- 
tive Fred  Upton  (R-Mich.),  a  frequent  critic, 
referring  to  the  new  clean  air  rules. 

If  science  isn't  Browner's  strong  point, 


political  tactics  are.  Her  enemies  can  only  envy 
the  way  the  epa  uses  the  courts.  An  organiza- 
tion such  as  the  Natural  Resources  Defense 
Council  will  go  into  federal  court  and  sue  to 
force  the  epa  to  do  something.  The  EPA  will 
wink  and,  after  the  courts  expand  its  mandate, 
see  to  it  that  big  legal  fees  go  to  the  nrdc. 

Mission  creep,  in  short,  takes  many  forms 
and  its  practitioners  have  many  ways  to  plun- 
der the  public  purse. 

For  her  part.  Browner  often  dismisses  as 
simple  male  chauvinism  any  criticism  of  her 
hardball  tactics.  "I  think  sometimes  that  it's 
an  issue  of  men  and  women,"  she  says,  coyly. 

Such  cute  demagoguery  aside,  there  is  no 
doubting  Browner's  sincerity.  She  is  an  envi- 
ronmentalist zealot.  She  was  clearly  behind 
the  decision  to  tighten  the  clean  air  standards 
to  what  many  people  regard  as  unreasonable 
levels.  If  not  a  tree-hugger  she  is  philosophi- 
cally close  to  Al  Gore  and  his  quasi-religious 
environmentalism. 

After  graduating  from  University  of  Florida 
law  school.  Browner  (both  of  whose  parents 
were  college  teachers)  went  to  work  for  a 
Ralph  Nader-affiliated  consumer  advocate 
group.  There  she  met  her  husband,  Michael 
Podhorzer,  who  still  works  there. 

She  learned  politics  working  on  Gore's 
Senate  staff,  where  she  rose  to  be  his  legisla- 
tive director  before  heading  back  to  Florida  to 
head  the  state  environmental  commission. 

After  the  EPA,  what's  next  for  this  tough 
and  aggressive  politician.^  If  AI  Gore's  presi- 
dential hopes  aren't  dashed  by  the  hind-rais- 
ing scandals,  there's  a  vice  presidential  slot  on 
the  Democratic  ticket  up  for  grabs  in  2000.  A 
female  environmentalist  and  mother  of  a 
young  boy  would  do  a  lot  to  bolster  Gore's 
otherwise  soggy  appeal. 

In  a  statement  to  Forbes,  Gore  went  so  far 
as  to  try  to  claim  for  Browner  some  of  the 
credit  for  the  current  economic  prosperity. 
"She  has  helped  prove,"  he  declares,  "that  a 
healthy  environment  and  a  strong  economy 
are  inextricably  linked." 

If  not  a  vice  presidential  run,  what.>  Could 
Browner  be  nominated  by  the  Clinton 
Administration  to  be  the  next  head  of  the 
United  Nations'  environment  program?  Or 
would  the  Administration  nominate  her  as  the 
new  U.N.  Deputy  Secretary  General?  Either 
position  would  give  Browner  instant  interna- 
tional visibility,  which  couldn't  hurt  her  polit- 
ical prospects  in  Washington. 

One  way  or  another,  you  are  going  to  be 
hearing  a  lot  more  about  Carol  M.  Browner; 
whenever  you  do,  it's  unlikely  to  be  good 
news  for  business — and  it  may  not  even  be 
good  news  for  the  environment.  Hi 
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Metapoint  is  a  buyout  fund  whose  partners 
contribute  know-how— as  well  as  money. 


"You  don't  blow  smoke 
at  these  guys'' 


By  John  R.  Hayes 

Metapoint  Partners,  a  small 
buyout  group  based  in  Peabody, 
Mass.,  won't  take  just  anybody's 
money.  It  prefers  chief  executive  offi- 
cers as  investors.  Nearly  all  of  Meta- 
point's  38  partners  are  retired  or 
soon-to-retire  chief  executives  of 
major  corporations.  Among  them: 
Harold  Poling,  72,  of  Ford;  Burnell 
Roberts,  70,  of  Mead;  John  Georges, 
66,  of  International  Paper;  and 
Robert  Crandall,  61,  chairman  of 
American  Airlines.  Crandall  recently 
joined  Metapoint's  third  fund,  in 
which  new  investors  are  limited  to 
$500,000  contributions. 

Metapoint  gives  partners  the 
opportunity  to  continue  using  their 
experience  even  after  they  retire — 
vetting  acquisition  candidates, 
recruiting  new  managers  and  serving 
on  the  boards.  Metapoint  speciahzes 
in  buying  small,  mostly  family-owned 
manufacturing  companies.  It  puts  in 
20%,  management  as  much  as  20%, 
and  the  rest  comes  from  debt. 

Metapoint  looks  for  companies 
that  have  reached  a  crossroads — an 
estate  problem,  a  need  for  sophisti- 
cated financial  systems  or  interna- 
tional expansion.  When  the  company 
is  on  track,  the  initial  savings  realized 
and  the  debt  paid  off,  Metapoint  sells 
and  moves  on.  Metapoint's  first  fund 
has  returned  45%  a  year  since  1988. 
The  second,  started  in  1992,  should 
return  over  50%. 

"My  financial  adviser  is  very 
pleased  with  the  investment,"  says 
Martin  Walker,  65,  former  chief  exec- 
utive of  M.A.  Hanna.  "But  the  real 
fun  is  to  be  so  close  to  the  action — 

Paul  Casey,  founder  of  Metapoint  Partners 
A  complete  failure  at  retirement. 
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getting  back  on  the  shop  floor,  where 
there's  a  chance  to  matter  to  people." 
The  group  was  founded  by  Paul 
Casey,  the  67-year-old  former  chief 
executive  of  Ex-Cell-O,  who  now 
serves  as  chairman  of  Metapoint. 
Casey  is  a  man  who  understands  the 
potential  of  small  family-run  compa- 
nies. Casey  built  his  family's  small 
New     England     rubber     company 


Exclusive  company 


Company/business 


Date 
acquired 


Spir-it/swizzle  sticks  12/88 

Colonial  Mills/rugs  3/90 

Gimpel/valves  6/90 

Weatherguard  Ornamental  Iron/doors  6/91 

Fluidrive/axle  systems  10/91 

Julius  Koch  USA/window  blind  cords  1/94 

Marathon  Power  Technologies/batteries  5/94 

'Earnings  before  interest,  taxes, 

depreciation  and  amortization.  NA:  Not  applicable. 


through  a  series  of  mergers  with 
larger  companies   until    1986, 
when  he  sold  Ex-Cell-O  to  Tex- 
tron for  $1    billion.   He  was 
rew  arded  with  a  vice  chairman- 
ship of  Textron.  "But  there 
was  no  meaningflil  role  for  me 
there,"  Casey  says  today.  "I 
felt  I  should  leave  and  do 
something  else." 

Belie\ing  that  many  other 
small  companies  could  ben- 
efit fi-om  a  shot  of  manage- 
ment know-how,  he  start- 
ed a  buyout  fund  to  find  them 
and  fix  them.  Money  for  the  first 
fund — $11  million — poured  right 
out  of  his  address  book.  "I  knew  a 
lot  of  talented  people  with  financial 
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resources     who     had 

reached  retirement  age 

and  would  be  looking 

for  things   to   do   and 

ways  to  keep  involved." 

He  then  recruited  Keith 

Shaughnessy  and  Staart 

Mathews,  both  from  Bank 

of  Boston,  to  help  run  the 

buyout  fund. 

The  first  acquisition,  in 
1988,     was     Spir-it,     Inc. 
which,  at  S7  million  in  sales, 
was  the  world's  largest  manu- 
facturer of  customized  swizzle 


sticks  for  bars  and  airUnes.  "Our 
biggest  problem,"  jokes  Shaughnessy, 
"was  how  were  we  going  to  tell  these 
guys  [the  partners]  we  were  going  to 
buy  swizzle  sticks.  We  thought  that 
since  it  made  a  product  sold  to  air- 
lines, we  could  get  away  with  calling 
it  an  aerospace  supplier." 

Spir-it's  owner,  Herbert  Oedel,  an 
engineer  with  a  degree  from  MIT, 
loved  manufacturing  but  didn't  care 
about  marketing  or  finance.  The 
spotless  plant  looked  like  a  show- 
room, but  Oedel  carried  over  a  year's 
worth  of  inventory  for  many  of  his 


Sales/ 

Metapoint 

Date 

Sales/ 

Metapoint 

Internal 

cash  flow' 

investment 

sold 

cash  flow' 

proceeds 

rate  of 

($tliou) 

($thou) 

(Sthou) 

(Sthou) 

return 

7.048/M50 

$425 

1/92 

$8,537/$l,162 

$1,804 

59% 

i.283/1,218 

1.200 

9/96 

5,858/438 

0 

NA 

',550/1,139 

1.539 

3/94 

11,627/1,921 

9,097 

61 

5,780/548 

693 

1/93 

8,046/187 

0 

NA 

i.648/1,602 

2,507 

3/95 

26,184/4,348 

20,069 

80 

.388/1,891 

1,734 

7/96 

14,015/2,886 

9,485 

97 

5,577/2,092 

2,600 

8/97 

22,291/5,312 

31,182 

115 

Source:  Metapoint  Partners. 

Wanted:  Small, 

customers  and  had  no  idea  which 
products  made  money.  He  hadn't 
raised  prices  in  far  too  long.  How 
come?  All  his  prices  were  listed  in  the 
company  catalog  and  he  didn't  want 
to  reprint  it. 

Casey  and  Shaughnessy  convinced 
Oedel's  son,  Richard,  to  stay  on  and 
become  chief  executive.  Then  they 
tapped  the  network  for  new  market- 
ing and  financial  officers.  Metapoint 
partner  Coleman  Hogan,  former 
chief  executive  of  McCord  Corp., 
joined  Spir-it's  board  and  served  as 
Richard's  main  adviser.  "Colie  knew 
what  business  was  all  about,"  says 
Richard.  "If  I  came  up  with  a  brilliant 
new  strategy,  he'd  say,  'Okay,  what 
are  the  margins?  How  fast  can  you 
accomplish  it?  How  does  it  fit  with 
your  overall  goals?'  He'd  bring  all 
these  issues  to  the  table  and  make 
sure  we  didn't  forget." 

Within  a  year  Met- 


famlly-run 
manufacturing 
companies.  Even 
with  two  duds, 
Metapolnt's  blended 
return  on  Its  first 
seven  deals  is 
54%  a  year. 


Meta  point's 
Stuart  Matlnews 
and  Keitii 
Sliaughnessy 
Price  of  entry: 
$500,000  and 
title  of  chief 
executive. 
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apoint  cut  Spir-it's  working  capital 
44%  just  from  inventory  reductions. 
Delivery  times  fell  from  three  weeks 
to  48  hours.  In  three  years  the  debt 
was  gone  and  Metapoint  was  ready 
to  sell.  The  new  buyer:  Richard 
Oedel.  Return  to  Metapoint:  59% 
annually  for  three  years. 

Not  every  Metapoint  deal  has 
worked.  A  1990  acquisition  of  rug- 
maker  Colonial  Mills  fell  apart.  In 
1993  an  attempt  to  consolidate 
family  businesses  into  a  nationwide 
chain  of  iron  door  manufacturers  col- 
lapsed because  Sears,  the  largest  cus- 
tomer, stopped  selling  the  item. 

But  successes  far  outnumber  the 
flops  (see  table,  p.  180).  In  1990 
Gimpel  Corp.,  a  maker  of  high-per- 
formance emergency  shutoff  valves 
used  in  steam  turbines,  was  available 
for  purchase.  Metapoint  partner 
Thomas  Holmes,  retired  chief  execu- 
tive of  Ingersoll-Rand,  asked  Steven 
Sandy,  who  ran  Ingersoll's  pump  di\i- 
sion,  to  take  a  look  at  it.  Gimpel 
lacked  financial  controls,  operations 
were  slipping,  and  customers  like 
General  Electric  threatened  to  bolt. 

Sandy  told  Metapoint  he'd  be  will- 
ing to  run  Gimpel.  Sandy's  plan:  Sell 
high-margin  repair  and  maintenance 
services  and  expand  internationally. 
The  plan  worked.  Gimpel  grew,  and 
in  3'/4  years  Metapoint  was  out,  at  a 
handsome  profit,  having  sold  Gimpel 
to  its  new  management. 

The  entire  Metapoint  partnership 
gathers  twice  a  year — Palm  Beach  in 
the  spring,  up  north  in  the  fall.  These 
are  working  sessions.  Shaughnessy 
mails  out  financials  of  all  the  opera- 
tions ahead  of  time.  "You  don't  blow 
smoke  at  these  guys,"  says  Alfred 
Samuelsen,  president  of  Marathon 
Power  Technologies,  a  battery  maker 
Metapoint  bought  in  1994. 

But  do  these  big-company  guys 
understand  the  problems  of  the 
smaller  companies  Metapoint  buys.^ 
We  put  the  question  to  Red  PoHng, 
who  sits  on  the  board  at  Shell  Oil, 
LT\'  Corp.  and  Kellogg — as  well  as  on 
the  board  of  Crippen  Manufacturing, 
a  tiny  manufacturer  of  seed-cleaning 
machinery  that  Metapoint  bought  in 
February.  Poling  smiled.  "You  just 
move  the  decimal  place  over  a  few 
places  and  you've  still  got  the  same 
basic  management  issues."  ^ 


Having  bested  mighty  McDonald's  in  the  home 
market,  a  Filipino  fast-food  outfit  plans  to  take  on 
the  American  fast-food  giant  throughout  Asia. 

Bee  bites  clown 


By  Andrew  Tanzer 


Inhabited  by  70  million  people — 
mostly  young  and  \\'ith  a  great  fond- 
ness for  American  pop  culture — the 
Philippines  would  seem  a  natural  for 
McDonald's  burgers  and  fries.  But  in 
this  developing  market  at  least,  the 
U.S.  fast-food  giant  has  been  aced  out 
by  a  local.  "Filipino  kids  prefer  our 
[bee]  mascot  to  the  clown,"  quips 


Tony  Tan,  president  of  Jollibee  Foods 
Corp.,  a  home-grown  chain  founded 
by  a  Filipino-Chinese  family. 

Jollibee  grabbed  over  40%  of  the 
country's  high-growth  fast-food  busi- 
ness by  tailoring  its  products  and  mar- 
keting to  Philippine  tastes.  Its  ham- 
burgers, fried  chicken  and  spaghetti 
ha\e  the  sweet  and  spies'  taste  that  Fil- 
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ipinos  fancy,  and  for  dessert  there's 
peach  mango  pie.  "People  here  think 
McDonald's  is  bland,"  comments  a 
local  retailer. 

In  a  country  of  large,  closely  knit 
families,  Jollibee's  ad\ertising  focuses 
on  kids  and  family  values — with  a 
tinge  of  national  pride.  In  one  ad,  kids 
treat  their  granny  to  a  meal  at  Jol- 
libee's  for  her  birthday.  In  one  wildly 
successful  commercial  this  year,  a  child 


t      _ 
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Fun  at 

a  Jollibee 

outlet 

Philippine 

kids  prefer 

the  bee 

to  the  clown. 


pleads  "One  more,  one  more"  to  a 
fimous  local  actor  after  eadng  a  piece 
of  fried  chicken. 

"You  hear  kids  saying  'one  more, 
one  more'  on  the  streets  and  in 
school,"  reports  Alexander  Pomento, 
director  of  research  at  Merrill  Lynch 
Securities  Philippines  Inc. 

Last  year  the  Manila-Hsted  firm 


'TTou  hear 
kids  saying 
'one  more, 
one  more' 
on  the 
streets  and 
in  school." 


netted  $23  million  on  sales  of  $313 
million.  E\'en  with  toda}''s  weak  peso 
and  bombed-out  Manila  stock 
exchange,  the  Tan  family's  79%  stake 
in  Jollibee  is  worth  $330  million. 

Rarely  inter\'iewed,  Tony  Tan,  44, 
describes  to  Forbes  how  an  entrepre- 
neur in  a  developing  country  can 
compete  widi  multinational  giants  like 
McDonald's  and  KFC. 

You  start  with  that  Asian  family- 
values  stuff  There  are 
eight  Tan  relatives  in  the 
compan\' — and  they  have 
the  food  business  in  their 
blood.  Tan's  father.  Tan 
Lan  In,  an  immigrant 
from  China,  ran  two  Chi- 
nese restaurants  in  the 
southern  Philippine  city  of 
Davao.  "We  were 
required  to  help  in  the 
restaurants,"  recalls  Tony  ^^^H 
Tan,  speaking  in  his  inex- 
pensively furnished  head  office  in 
Manila. 

Tony  Tan  studied  chemical  engi- 
neering at  Manila's  University  of 
Santo  Tomas.  He  wasn't  interested  in 
running  a  Chinese  restaurant.  It  went 
against  his  engineering  training.  "The 
kitchen  side  is  too  complicated,"  he 
explains,  "because  you  rely  on  the  chef 
so  much.  You  cannot  standardize  [the 
operation]  and  start  branching." 

After  dipping  into  ice  cream  parlors. 
Tan  switched  to  hamburgers  in  1978. 
He  considered  going  after  the  local 
McDonald's  franchise — but  decided 
against  jt.  Why.'  "We'd  be  limited  to 
the  Philippine  market,  and  we'd  have 
to  pay  royalties  and  fees  to  McDon- 
ald's," he  reasoned. 

So  the  Tan  family  developed  its  own 
brand,  complete  with  mascot  (the  jolly 
bee)  and  a  menu.  To  study  the  fast- 
food  business,  in  1979  Tan  made  the 
first  of  many  trips  to  the  U.S.  with  his 
brother  William.  After  looking  at 
equipment  at  the  National  Restaurant 
Association  convention  in  Chicago, 
the  brotiiers  spent  a  few  weeks  in  Cal- 
ifornia sampling  fare  at  all  the  major 
fast-food  chains. 

"We  noticed  the  strengths  and 
weaknesses  of  each  store  and  each 
brand,"  recalls  Tony  Tan.  "From  the 
start,  we  were  willing  to  copy."  The 
brothers  took  notes  and  concluded 
that  none  of  the  food  they  had  tasted 


would  really  appeal  to  the  Filipino 
palate. 

They  did  hire  American  consultants 
to  advise  on  franchising  and  strategic 
planning.  They  also  hired  profession- 
als to  run  divisions  such  as  finance, 
marketing  and  human  resources.  But 
decisions  about  food  were  kept  in  the 
family.  Says  William  Tan,  vice  presi- 
dent for  real  estate:  "We  had  a  stand- 
ing joke:  [American  consultants] 
could  give  us  advice  on 
anything  that  matters  in 
the  business,  except  the 
taste  of  the  food," 

Filipinos  love  fiestas. 
Jollibee  outlets  feature  a 
cheerfial,  carnival  atmos- 
phere. Filipinos  tend  to 
eat  out  in  groups  but 
don't  all  want  to  order 
the    same    thing.    The 
Tans  produced  menus 
far  more  varied  than  one 
finds  in  the  typical  U.S.  fast-food 
joint — including     such     things     as 
spaghetti  and  local  noodle  dishes. 

"In  all  of  our  malls  Jollibee  stores 
[outsell]  McDonald's,"  notes  a  lead- 
ing mall  developer.  In  response, 
McDonald's  has  added  a  Philippine- 
style  hamburger,  spaghetti  and  chick- 
en with  rice. 

So  the  battle  goes  on.  Jollibee  has 
225  outlets,  nearly  twice  as  many 
as  McDonald's,  but  there's  still  plenty 
of  room  to  expand  in  this  island 
nation  where  rapid  urbanization, 
rising  disposable  incomes  and  spread- 
ing prosperity  mean  more  dining 
out.  A  fast-food  meal  (typically  under 
$2)  is  an  affordable  form  of  entertain- 
ment in  the  provinces,  where  Jollibee 
is  opening  more  and  more  of  its 
restaurants. 

Jollibee  is  opening  30  to  50  restau- 
rants a  year  at  home  but  that  isn't  sat- 
isfying Tan's  ambitions.  He's  already 
opened  27  outlets  overseas,  mainly  in 
areas  with  large  Filipino  communities 
such  as  Hong  Kong,  Guam  and  the 
Persian  Gulf  "We'd  like  to  be  a 
strong  Asian  chain,"  he  says. 

And  just  to  prove  that  he's  not 
afraid  of  competing  with  McDon- 
ald's on  its  home  turf,  he  plans  on 
opening  stores  next  year  in  areas  with 
large  Filipino  populations  in  the  San 
Francisco  Bay  Area  and  southern 
California.  HI 
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Warner  Music's  worst  may  be  over,  and 
a  turnaround  is  coming— albeit  at  16rpm. 

Synergy; 
now  wnat.^ 


By  Robert  La  Franco 

Things  are  looking  up  this  year  at 
Time  Warner,  the  $21  billion  enter- 
tainment conglomerate  assembled  by 
the  late  Steve  Ross.  Costs  are  down, 
cash  is  stronger,  and  for  the  first  time 
in  years  the  stock  is  ahead  of  the 
market  instead  of  behind  it. 

But  things  are  still  not  great  in  the 
giant  record  division  that  tsvo  years 
ago  accounted  for  24%  of 
revenues  and  19%  of  prof- 
its. Just  over  a  year  ago 
Robert  Daly  and  Terry 
Semel,  cochiefs  of  the 
music  group  and  Warner 
Bros.  Studios,  gathered  50 
executives  from  Time 
Warner's  entertainment 
ranks  at  its  Burbank  stu- 
dios. Their  order:  more 
synergy.  They  began  show- 
ing music  videos  for 
Warner  acts  to  visitors 
waiting  in  line  for  Six  Flags 
amusement  parks  rides. 
Warner  movie  videos  will 
soon  have  these  music  pro-  ^■■H 
motions  as  previews  and 
the  HB02  network  is  airing  music 
programs  including  Waiter  acts. 

This  kind  of  synergy  is  useful  but 
hasn't  kept  Warner  Music's  share  of 
the  U.S.  market  from  falling  to  19% 
from  22%  since  1995,  according  to 
SoundScan.  The  downturn  has 
resulted  in  Warner  Music's  missing 
out  on  $500  million  in  revenues  in 
the  last  two  years.  This  year  the  cor- 
responding 15%  cash  flow  decline  in 
the  music  group  is  equal  to  5%  of 
Time  Warner's  total  debt  payments. 

In  1994  and  1995  Warner  Music 
lost  all  six  of  its  top  domestic  execu- 
'  v'cs  in  a  series  of  power  struggles.  As 

!\"s'.:lr,  the  group's  flagship  label, 


Warner  Bros.  Records,  has 

failed  to  successfially  launch 
much  of  its  new  talent  and 
relies  on  well-worn  per- 
formers like  Madonna,  Rod 
Stewart,  Eric  Clapton  and 
Fleetwood  Mac.  And  the 
old-timers  aren't  always  the 
dependable  moneyspinners 


Warner  Music  Group's  all-stars 

Terry  Semel  (left)  and  Robert  Daly 

grapple  with  a  musical  mess. 


they  once  were.  "Both  in  the  U.S. 
and  outside,  established  artists  are  no 
longer  guaranteed  hits,"  says  Adam 
White,  London-based  editor  in  chief 
of  Billboard,  the  music  business  bible. 
"In  today's  business,  without  young, 
fresh  talent,  you  are  in  a  lot  of  trou- 
ble over  the  long  term." 

That  problem  becomes  com- 
pounded overseas,  where  Warner  has 
made  close  to  60%  of  its  revenues  in 
recent  years.  There,  where  even  the 
Atlantic  label's  hottest  domestic  acts, 
like  Jewel,  haxcn't  found  a  substantial 
audience,  Warner  faces  its  toughest 
problems. 

In   Southeast  Asia,   the   world's 


!  second    fastest    growing 
i  music  market,  Warner  has 
i  taken  a  big  tumble  from 
i  second  place,  behind  Poly- 
Gram,    four    years    ago. 
Although  Warner  has  re- 
gained    some     of     that 
ground  this  year,  its  Japan 
operation    remains    in    a 
slump.  In  Europe,  accord- 
ing to  Billboard's  affiHate 
?  publication      Music      & 
i  Media,  only  two  Warner 
S  Music  albums  have  reached 
5  the  top  20  this  year:  Space 
Jam  and  Evita,  both  of 
them     soundtracks     that 
were    marketed    by    the 
movies  themselves. 

At  least  ten  senior  and 

midlevel  executives  have 

left  Warner's  Asian  opera- 

5  tion      since      mid- 1994, 

I  including  the  heads  of  the 

S  Southeast  Asian  and  Japa- 

^  nese  offices.  This  turmoil 

has  hurt  the  development 

of  a  strong  roster  of  local 

talent.  Others,  like  Chinese 

pop  icon  Andy  Lau,  now 

sing  for  competing  labels. 

That's  a  big  flaw  in  markets 

where  local  talent  makes 

I  up   as   much   as   75%   of 

i  music  sales. 

I  Daly  and  Semel  are 
s  working  hard  to  restore 
>  Warner's  shattered  man- 
agement ranks.  Last  year 
they  hired  18  former  Sony 
music  executives  to  refill 
their  gutted  Japanese  divi- 
sion. Their  next  move  is 
expected  to  be  the  hiring  of  Virgin 
Records'  president,  Phil  Quartararo, 
to  come  in  under  Warner  Bros.' 
struggling  chief  Russ  Thyret. 

Time  Warner  cannot  afford  to  ha\e 
what  was  once  its  biggest  entertain- 
ment division  lagging  if  it  is  to  hack 
away  at  its  debt  and  keep  its  stock 
strong.  "Thev  have  die  resources  and 
the  base  to  make  it  happen,"  says 
Cowen  &  Co.  media  analyst  Harold 
Vogel.  "But  it'll  probably  take  a  while 
for  it  to  turn  around." 

Bob  Daly  says  as  much.  "We've 
said  from  day  one  that  1997  was 
going  to  be  a  transition  year.  We  just 
think  1998  will  be  a  better  one."  ^ 
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WHAT'S    ON    YOUR    MIND    TODAY? 


Thinking  about  expanding  your  business?  So  are  we.  Through  things  like  cost- 
saving  lighting,  power  quality  upgrades  and  new  electrotechnologies.  our  engineers 
can  help  you  not  only  get  bigger,  but  better.  (We  can  even  recommend  the  best 
expansion  site.)  Anything  else  on  your  mind?  Just  let  us  know. 


^ 


AMEMCAN 

ELECmC 

POWER 

MP:  America's  Energy  Partner- 


Find  out  more  about  us  at  http://www.aep. i 


If  you  think  this  is  a  hard 
act  to  follow,  you  can  only 
imagine  how  the  competi- 
tion feels. 

The  new  WideTrack™ 
Pontiac®  Grand  Prix®  f^ 

and  the  legendary  GMC 


^^ 


Suburban®  demonstrate 
a  unique  understanding 
of  our  owners'  passion  for 
the  driving  experience. 

But,   no  matter  what  we 
have  to  say  about  it,   the 
bottom  line  is  how  our 


Pontiac  Grand  Prix:  TMost  Appealing  Premium  Midsize  Car 


products  perform  every  day 
in  front  of  the  toughest  critics 
in  the  world:  our  owners. 

In  a  recent  study  of  new 
vehicle  owners  by  J.D. 
Power  and  Associates,  "^j 

Grand   Prix  was  ranked 
"Most  Appealing  Premium 


Midsize  Car"  and  the  Suburban 
vi'as  ranked  "Most  Appealing 
FulI-Size  Sport  Utility." 

If  you're  one  of  our  enthu- 
siastic owners,  we  thank  you. 

If  you're  not,  visit  one  of 
our  dealers  and  see  how 
easily  you  could  be. 

PONTIAC  •  C5MC 


GMC  Suburban:  ''Most  Appealing  Full-Size  Sport  Utility' 


Cruise:  wvvw.pontiac.com  or  www.gmc.com     Call:  1-800-2PONTIAC  or  i-800-GMCTRUCK 

©  1997  GM  Corp.  All  nghts  reserved.  Always  wear  safety  belts,  even  with  air  Ijags.  'J.D.  Power  and  Associates  1997  Autonnollve  Performance,  Execution  and  Layout  (APEAL)  Study"  Study  based  on  a  total  of  29,1 87  consumer  responses. 


If  you're  clever  enough  to  invent  a  widget, 
you're  clever  enough  to  use  your  computer 
to  help  you  get  a  patent. 

Be  your  own 
patent  lawyei? 


By  Susan  Adams 


Lots  of  people  get  inspirations  like 
this.  Then  they  realize  that  the 
$3,000  to  $8,000  they  would  spend 
on  a  patent  attorney  is  more  than  the 
royalties  they  would  ever  get  from 
the  patent. 

Evans,  a  journalist  for  a  California 
legal  publication  and  author  of  Law 
'on  the  Net,  a  book  about  legal 
resources  on  the  Internet,  knew 
how  to  avoid  the  expense.  He 
checked  into  the  Patent  Office 
home  page  (patents.uspto.gov). 
Minutes  after  punching  in  the  words 


Surfing  in  Baja  California  this 
July,  James  Evans  thought  about 
drowning.  If  his  board  got  caught  on 
a  boulder,  he  would  struggle  under- 
water to  unfasten  the  surfboard  leash 
from  his  ankle. 

Back  home  in  Santa  Cruz  Evans, 


49,  tried  to  buy  a  quick-release  mech- 
anism to  attach  to  his  leash.  Finding 
nothing,  he  in\cnted  one  himself, 
using  fabric  and  rubber.  After  an 
enthusiastic  reaction  from  his  surfer 
buddies,  he  decided  to  patent  the 
d(^(ihickey. 


Surfboard  leash 
quick-release  gadget 
inventor  James 
Evans  wearing  the 
old  model 
Avoid  legal  fees. 
Surf  the  Web. 


"surfboard,"  "leash"  and  "quick 
release,"  he  learned  there  were  only 
four  patents  for  inventions  similar  to 
his.  A  few  more  clicks  and  he  had 
the  names  of  the  patent  holders,  the 
dates  of  issuance  and  patent  num- 
bers, and  summaries  of  how  the 


188 
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mechanisms  worked. 

The  government  Web  site  lacks 
sketches.  But  once  you  have  the 
numbers,  you  can  get  pictures  from 
IBM's  free  patent-viewing  site, 
patent.womplex.ibm.com  The  IBM 
site  is  also  a  very  effective  searcliing 
tool  for  patents  issued  after  1970  (the 
government  site  goes  back  only  to 
1976).  It's  not  a  bad  idea  to  search 
on  ke>AV'ords  in  both  sites. 

Evans  figures  that  the  four  other 
surfboard  leash  snaps  are  not  similar 
enough  to  pose  a  threat  to  his  patent. 
One  uses  a  buckle,  another  a  pin,  a 
third  a  snap,  the  fourth  a  foot-acti- 
vated pressure  release.  Evans'  inven- 
tion relies  on  V'elcro. 

Do  you  have  to  search  back  as  far 
as  1971.'  If  all  you  want  to  do  is  man- 
ufacture the  widget,  no;  patents 
issued  before  1980  have  expired.  But 
if  you  want  to  be  granted  your  own 
patent,  you  must  be  prepared  to 
show  that  no  earlier  patent  has  antic- 
ipated your  invention. 

The  next  step  for  Evans:  filing  a 
patent  application  using  Patent  it 


Yourself  (Nolo  Press,  $45)  and  the 
accompanying  $150  software 
(Windows  only).  The  author,  David 
Pressman,  says  Evans  needs  to  write 
a  detailed  description  of  his  cre- 
ation that  should  run  about  ten 
double-spaced  pages  and  submit 
that  with  two  pages  of  graphics, 
four  Patent  Office  forms  (which  are 
included  in  the  book)  and  a  filing 
fee  of  $395. 

People  realize  that  what  they 
would  spend  on  an  attorney 
is  more  than  \idiat  they  would 
ever  get  from  the  patent. 


As  for  die  required  graphics,  Evans 
confesses  that  he  can't  draw  and  so 
will  hire  an  artist  to  prepare  them. 
That  is  going  to  cost  him  a  couple  of 
hundred  dollars. 

If  you  want  a  good  idea  of  what  a 
patent  drawing  should  look  like,  you 
can  download  a  few  of  the  images 


from  the  IBM  database,  or  visit  one  of 
the  country's  80  patent  depository 
libraries.  Addresses  of  the  libraries  are 
listed  at  the  Patent  Office  Web  site: 
www.  uspto .  gov/web/offices/ac/ido 
/cpti/ptdllibm  .htm . 

All  told,  Evans  figures  he  is  going 
to  invest  about  30  hours  and  between 
$2,000  and  $3,000  on  his  application 
for  a  patent.  It  will  take  at  least  a  year 
for  the  government  to  decide 
whether  to  issue  the  patent.  In  the 
meantime,  he  hopes  to  interest  a  surf- 
boardmaker  in  licensing  the  design. 

And  what  if  you  can't  get  an 
established  manufacturer  to  license 
your  electric  banana  sheer?  Should 
you  try  to  have  the  device  made  to 
order  in  a  factory  in  the  Far  East? 
You're  probably  crazy,  but  if  you 
want  to  go  through  with  this 
scheme,  you  could  get  some  leads 
by  doing  a  Web  search,  for  example, 
with  keywords  "Taiwan"  and 
"metal  manufacturing."  Job  shops 
looking  for  export  orders  may  be 
willing  to  produce  prototypes  at 
affordable  cost.  ^M 


The  new^'\S/4006  SCHCS.  Remarkably  easy  to  install,  manage  and  grow. 

AS/400e  series  is  so  easy,  everything  you  need  for  e-business  is  built-in:  communications 
and  Internet  functions,  security,  database,  operating  system  and  more.  Plus,  it's 
virtually  maintenance-free,  so  you  don't  need  a  large,  dedicated  IT  staff  to  manage  it. 
Sound  easy?  Call  1  800  IBM-7777,  ext.  BA221,  or  visit  www.as400.ibm.com 
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Privatized  school  lunch  programs  really  do  work. 
So  why  don't  more  public  schools  outsource? 
You  know  the  answer. 

Capitalist 
cafeterias 


By  Christine  Foster 

High  school  senior  Logan  Cruz 
could  eat  just  about  anywhere  during 
his  30-minute  lunch  break.  Within 
walking  distance  of  his  Billings, 
Mont,  school  there's  a  McDonald's, 
a  Taco  Bell  and  a  Wendy's.  But  Cruz 
eats  at  school.  "It's  cheaper,  and  the 
food  is  just  as  good  here  as  at  any  fast 
food  place,"  he  says. 

Taxpayers  should  be  happy,  too. 
Each  year  the  school  board  used  to 
have  to  transfer  at  least  $100,000 


from  its  general  fund  into  the  cafete- 
ria account  to  make  up  for  a  shortfall. 
"We  were  losing  big  money,  and  it 
was  taking  books  out  of  our  kids' 
hands,"  said  David  Irions,  a  Billings 
high  school  principal. 

Billings'  school  food  program 
made  $116,000  last  year.  The  profits 
are  being  plowed  back  into  new 
kitchen  equipment  for  the  13,800- 
student  district's  32  schools. 

No  more  mystery  meat  served 
up  by  employees 
who  act  as  if 
they  are  doing 
the  customers  a 
favor.  No  more 
mismatched 
bowls  and  plates 
school  officials 
bought  at  flea 
markets.  Billings 
students  now 
gobble  hambur- 
gers, french  fries, 
freshly  made 
tacos,  salads, 
steamed  vegeta- 
bles and  fresh 
fruit  in  a  food- 
court     environ- 

Logan  Cruz 
of  Billings,  Mont, 
in  his  favorite 
restaurant, 
the  high  school 
cafeteria 
Why  go  out 
for  lunch 
when  the  food 
is  so  good? 


Chowing  down  at  Billings  High  School 
No  more  mystery  meat. 


ment.  The  plates  even  match. 

There's  even  a  touch  of  marketing: 
"Wild  Pizza,"  "Cafe  Ole"  (for  Mexi- 
can food)  and  "Bun  Appetite"  (for 
sandwiches).  The  salad  bar,  "Green 
Stuffs,"  is  on  a  freestanding  cart.  A 
"Snack  Shack"  in  one  corner  offers  a 
la  carte  items  like  soft  pretzels  and 
Rice  Krispies  cookies. 

Marriott  School  Services,  a  division 
of  Washington,  D.C.- based  Marriott 
International  Inc.,  has  been  running 
the  Billings  school  food  program  as  a 
private  contractor  since  1995. 

Billings  decided  to  privatize  its 
food  program  when  the  school  dis- 
trict's longtime  director  of  food  ser- 
vices retired  four  years  ago.  Edging 
out  Philadelphia-based  Aramark 
Corp.  and  a  group  of  longtime  dis- 
trict cafeteria  workers,  Marriott  won 
the  $2.9  million  contract  and  imme- 
diately set  about  to  streamline  the 
district's  antiquated  food-service 
process. 

Marriott  prepares  up  to  10,000 
meals  a  day  for  Billings  schools, 
employing  150,  around  the  same 
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number  as  before.  Workers  used  to 
spend  hours  on  labor-intensive  tasks 
like  cutting  broccoli  florets.  Because 
it  buys  in  bulk  for  its  1,413  hotels, 
Marriott  buys  precut  vegetables. 

High  school  and  middle  school 
students  pay  $1.60  for  lunch:  a 
choice  of  entree,  selections  of  fresh 
fruit  and  vegetables,  dessert  and 
milk.  Younger  kids  pay  $1.50.  Rev- 
enues for  the  Billings  program  last 
year  were  $2.68  million;  Marriott 
got  paid  $37,464. 

Only  about  8%  of  the  nation's 
14,400  public  school  districts-  out- 
source their  food  service.  You  know 
why  so  few  do:  Unions  don't  like  it; 
politicians  don't  like  to  lose  the 
patronage;  school  officials  don't  like 
the  loss  of  authority. 

By  California  law,  food  service 
companies  can  act  only  as  "consul- 
tants." Louisiana  bans  for-profit  out- 
sourcing for  any  school  program.  In 
Washington,  D.C.  a  pro-union 
activist  threatened  a  school  board 
member  who  favored  privatizing 
food  and  transportation  in  1995. 


Billings  Superintendent  James 
Kimmet  has  a  commonsense  ap- 
proach: "My  core  business  is  not 
feeding  people.  My  core  business  is 
educating  kids."  ^M 


Michelle  Ferguson,  17,  ready  to  eat 
The  good  taste  of  privatization. 


crash      test 


The  new  AS/400e  series.  Legendary  reliability. 

Putting  your  business  on  the  Net  means  putting  faith  in  your  systems  availability.  With  AS/400e,  you  won't 
have  to  worry.  Its  based  on  technology  with  a  proven  99.9%  uptime  and  is  thoroughly  tested  from  product 
deielopment  to  delivery.  Add  built-in  backup  and  recovery,  and  you've  got  one  seriously  stable  machine. 
To  find  out  more  about  the  new  AS/400e,  call  1  800  IBM-7777,  ext  BA221,  or  visit  unvw.as400.ibm.com 
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Defamation  on  the  Internet 


BY  JAMES  D.  ZIRIN 


James  D.  Zirin, 
a  trial  lawyer, 
is  a  partner  in  the 
New  York  law  firm  of 
Brown  &  Wood. 


Henry  Fielding  said:  "Love  and  scandal  are 
the  best  sweeteners  of  tea."  It  was  ever  thus, 
but  in  Fielding's  day  only  the  minority  who 
could  read  had  access  to  the  sweetener.  With 
the  coming  of  universal  literacy  the  penny 
press  broadened  the  potential  audience 
immensely,  and  then  TV  and  radio  multipUed 
it  again.  Now  comes  the  Internet  with  a  cur- 
rent audience  of  40  million,  expected  to  be 
200  million  by  1999.  The  bigger  the  audi- 
ence, the  greater  the  potential  for  defamation. 

Actions  for  cyberlibel  already  have  been 
brought.  You  ain't  seen  nothin'  yet.  With 
audiences  this  big  and  with  the  Internet  such 
a  cheap  and  easy  way  to  get  information  pub- 
lished, libel  damages  may  be  awesome. 

The  burden  of  responsibility  for  an  action- 
able defamation  normally  falls  on  the  writer 
and  the  publisher.  A  bookseller,  newsdealer  or 
library  is  not  Hable  for  Hbel  so  long  as  he  nei- 
ther knew  nor  had  reason  to  know  of  the 
defamation.  Lawyers  call  this  the  defense  of 
innocent  dissemination.  But  once  put  on 
notice  that  he  may  be  handling  "offensive" 
material,  the  distributor  loses  this  protection. 
The  late  Robert  Maxwell  used  that  legal  doc- 
trine to  great  effect.  Whenever  he  became  the 
subject  of  an  unflattering  article,  he  would 
warn  distributors  of  the  offending  publication 
to  withdraw  all  copies  and  then  sue  them  for 
libel  if  they  did  not  comply.  They  were  easier 
targets  than  the  publishers  and  writers.  He 
would  then  make  a  nominal  settlement, 
highly  publicized,  to  scare  others  into  settling 
to  his  advantage. 

Where  Internet  service  providers  already 
have  been  charged  with  libel,  the  results 
have  varied  all  over  the  lot.  In  1991  a  corpo- 
ration known  as  Skuttlebut  sued  Com- 
puServe in  a  New  York  federal  court,  claim- 
ing that  it  had  been  defamed  by  a  newsletter 
available  through  CompuServe.  The  on-line 
service  argued  thar  it  was  a  distributor,  not  a 
publisher.  The  court  agreed  with  Com- 
puServe. At  least  one  state  court,  however, 
has  gone  the  other  way  and  held  Prodigy 
potentially  liable  for  an  allegedly  defamatory 
publication. 

Most  courts  liken  an  on-line  service 
provider  to  a  bookstore  or  magazine  distribu- 
tor. These  courts  view  the  product  as  a  vast 
"electronic  for-profit  library."  Accordingly,  a 


service  provider  would  be  liable  for  defama- 
tion only  if  it  knew  or  had  reason  to  know  of 
the  defamation.  The  defamer  himself  might 
not  be  worth  suing — but  if  a  "deep-pocket" 
like  AT&T  were  the  access  provider,  it  sure 
would  be. 

The  Supreme  Court  has  held  that  a  distrib- 
utor of  magazines  has  no  duty  to  monitor 
each  issue  of  every  periodical  it  distributes, 
since  "such  a  rule  would  be  an  impermissible 
burden  on  the  First  Amendment."  But  the 
Court  has  never  confronted  the  issue  as 
regards  the  Internet. 

A  new  element  in  the  legal  minuet  came 
when  Congress  enacted  the  Communications 
Decency  Act  of  1996  (cda)  with  the  goal  of 
limiting  the  exposure  of  children  to  sexually 
explicit,  though  not  legally  obscene,  materials 

The  on-line  service  argiued 
that  it  was  a  distHbutor, 
not  a  publisher. 


on-line.  Mainly  as  a  result  of  CDA,  a  number 
of  the  on-line  services  have  developed  features 
to  help  parents  limit  children's  exposure  to 
inappropriate  Internet  material.  By  using 
screening  sofhv'are,  it  has  now  become  possi- 
ble to  develop  blocking  criteria  to  suit  par- 
ents' values. 

The  technology  should  be  equally  available 
to  filter  and  screen  for  libel.  The  issue  is 
whether,  with  this  new  capability'  to  filter  and 
screen,  the  on-line  services  have  started  down 
the  slippery  slope  of  assuming  responsibility 
for  content,  thereby  eroding  the  availabilit}'  of 
the  innocent-dissemination  defense. 

Anyone  who  thinks  diese  defenses  won't  be 
tested  hasn't  paid  attention  to  escalating 
defamation  awards  and  their  undeniable 
appeal  to  hungry  lawyers.  The  average 
damage  award  in  libel  and  privacy  cases 
against  the  media  in  1996  was  $2.8  million, 
up  75%  from  the  1995  average  of  $1.6  mil- 
lion. In  March  1997  a  Houston  jury  awarded 
$222.7  million  against  the  company  that  pub- 
lishes the  Wall  Street  Journal,  and  though  the 
trial  judge  reduced  the  verdict  to  $22.7  mil- 
lion, the  Journal  suffered  a  black  eye  and  faces 
huge  legal  expenses.  If  the  Internet  is  untest- 
ed waters  as  far  as  defamation  is  concerned, 
they  are  clearly  dangerous  waters.  ^ 
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The  new  AS/400e  series. 
Fully  integrated  and  tested 
to  work  together. 

//'  managers,  take  a  look  al 
jusi  some  of  the  things  the 
new  ASMOOe  supports.  CEOs, 
YOU  may  iv.ant  to  jump  to 
the  bottom  line. 

64-bit  RISC  Operating  System 

I'ull  bl-bit  Implementation 

Internet /e-business  Enablement 

Security 

Mail  Integration  - 

P0P3/MIME/MAP1 
nH2/4()()  Database 
Transaction  Processing 
Integrated  File  System 

Integrated  PC  Server  Support 

Lotus  Domino 

I im  Firewall  for  AS/400 

Novell  NetWare 
OS/2  Mirp  Server 

Client  Support 

mndoim  3.1,  95,  NT 
OS/2  Warp  -  OS/2  Merlin 
Apple,  UNIX 
IliM  Network  Station 

Connectivity  Support 

TCP/IP  Native 
Ethernet/ Token-Ring 
ODBC  1.2 

SNA/APPC/APPN 

Systems  Management  Support 

NetFinity  Suite  of  Products 
Backup/ Hecovery  Media 

Services  (BUMS) 
Job  Scheduler 
Performance  Tools 
Systems  Manager 
AdStar  I)Lst.  Storage  Mgr.  (ADSM) 

Application  Development 
Support 

VisualAge  for  .lava 

VisualAgefor  RPG 

VisualAge  for  C+  + 

VisualAge  for  SmallTalk 

AD  Toolset 

ILE  HPG/COBOUC 

CODE/400 

Printer  Support 

AFP  Utilities  &  Fonts 
AFP  DBCS  Fonts 
NetWare  Printing 

Productivity  Support 

OfflceVision/JustMail 
Facsimile  Support 
DB2  Query  and  SQL 

Query/400 

$7995'  starting  price. 

For  more  information,  call 
1  800  IBM-7777,  ext.  BA22I, 
or  visit  wivw.as400.ibm.com 


I.  IBM  AS/400e  sprfer  model  ISO  pubtislieil  V.S.  list  priti'.  IBM,  the  IBM  loffo,  .Solutions  for  a  small  planet  and  ASMOOe  are  eitfier  trademarks  or 
registered  trademarks  t>f  International  Business  Mathines  Corporation  in  the  United  State-i  and/or  other  eountries.  Java  is  a  trademark  of  Sun 
nicrosysterrus.  Inc.  Other  vompany,  product  and  sen'tce  luimes  may  be  trademarks  or  service  marks  oj  their  respective  owners.  ©  1997  IBM  Corporation . 


Solutions  for  a  small  planet" 


^^We'd  love  more  visibility, 

but  that's  not  easy  when  ti 
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oduct    is    12^000    feet    below   the    surface/' 


Connecting  the  continents,  modern  undersea 
iiber-optic  telecommunication  cables  link 
nations  together  in  a  way  never  before  possible. 
Not  surprisingly,  much  of  this  vast  network  was 
designed,  manufactured,  installed  and  serviced 
by  Tyco  Submarine  Systems  Ltd.,  the  global 
leader  in  this  high-growth,  highly  demanding 
industry.  Our  cables  crisscross  the  world's  great 
waterways:  Each  day,  literally  billions  of  phone 
calls,  faxes,  e-mail  messages  and  other  trans- 
missions pass  through  systems  created  by  Tyco 
companies.  As  a  single  integrated  source,  we 
don't  just  lead  the  market  —  we  literally  stand 
alone.  Next  time  you  make  an  overseas  call, 
think  of  Tyco  International,  and  the  thousands 
of  products  we  make  for  customers  around  the 
world.  Last  year.  Business  Week"  named  us  one 
of  the  50  top  performers  of  the  S  &  P  500,  and 
Fortune^  placed  us  among  the  world's  most 
admired  corporations.  If  you'd  like  to  find 
out  why,  please  write  PO  Box  497,  Dept.  F, 
Exeter,  NH,  03833. 
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Wall  Street  seems  to  have  a  much  higher  opinion  of  At 
Home  than  do  At  Home's  own  backers  in  the  cable 
industry.  What's  going  on? 

Girand 
illusions^ 


By  Julie  Pitta 

As  Thomas  Jermoluk,  At  Home's 
boyish,  41 -year-old  chairman, 
describes  the  company's  ambitious 
plans,  the  din  from  a  nearby  con- 
struction site  threatens  to  interrupt 
his  lecture.  "It's  a  big  idea," 
Jermoluk  says,  raising  his  voice  to  be 
heard.  He  pauses  midspeech  and 
points  to  the  physical  evidence. 
Through  the  window  a  5 -acre  lot  is 
visible  across  the  street,  in  Redwood 
City,  Calif.,  where  groundbreaking 
will  begin  next  year.  At  Home  is 
erecting  a  new,  four- building  corpo- 
rate campus  with  enough  space  for 
5,000  employees.  "We  are  the  future 
of  cable." 

At  Home  flies  high  on  Wall  Street, 
where  this  company,  with  revenues  of 
$2.5  million  since  its  inception,  has  a 
market  value  of  $2  billion.  At  Home 
proposes  to  enhance  cable's  potential 
by  using  it  to  bring  high-speed 
Internet  access  to  North  America. 

But  promise  and  fulfillment  seem 
far  apart.  In  May  1995  At  Home 
boasted  it  would  sign  1  million  cus- 
tomers by  1996.  As  of  June  30, 
1997,  the  company  had  but  12,000. 
It  lost  $23  million  in  the  first  half  of 
this  year. 

And  At  Home's  own  business 
partners,  a  consortium  of  cable  com- 
panies, have  been  holding  back.  If  At 
Home  is  to  be  successful,  cable  oper- 
ators will  need  to  retail  the  compa- 
ny's superfast  Internet  service  to 
their  subscribers.  As  incentive,  they 
pocket  65%  of  the  between  $35  and 
$55  in  monthly  subscription  fees, 
while  At  Home  gets  the  remaining 
35%.  Problem  is  that  to  get  those 
fees  diey  will  have  to  spend  through 
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the  nose  on  capital  improvements, 
and  burdened  with  debt  as  many  of 
the  cable  outfits  are,  they  are  not 
dying  to  go  out  and  borrow  more. 

Most  U.S.  cable  systems  were 
designed  for  a  monolog  and  not  for 
the  dialog  necessary  for  interactivity. 
On  the  cable  networks  operated  by 
At  Home's  seven  partners,  only  2 
milUon  out  of  44  million  homes  have 
been  upgraded  so  that  information 
can  travel  in  both  directions. 

"Our  balance  sheet  was  too  risky, 
our  debt  was  too  big  and  our  third- 
quarter  results  were  disappointing," 
says  Bruce  Ravenel,  Tele- 
Communications,  Inc.'s  Internet 
chief,  explaining  why  the  company  is 
cutting  back  on  system  enhance- 
ments. The  Colorado-headquartered 
cable  giant  owns  39%  of  At  Home. 
TCI  dragged  its  feet  for  six  months 
beyond  the  planned  early- 1996 
starting  date  for  At  Home,  and  even 
now  offers  the  service  to,  at  most, 
3%  of  its  14.2  miUion  subscribers. 

When  TCl's  capital  budget  does 
get  flush  again,  upgrading  to  two- 
way  is  not  likely  to  top  the  list  of 
spending  priorities.  The  company  is 
more  interested  in  digitizing  its  cable 
service,  allowing  it  to  double  the 
number  of  channels.  That  way  it  wifl 
be  better  able  to  fend  off  the  imme- 
diate threat  it  faces  from  direct 
broadcast  satellite. 

No  question:  At  Home  has 
impressive  technology.  Borrowing  a 
page  from  an  on-line  pioneer, 
Prodi g)'.  At  Home  has  installed  100 
of  its  own  Web  servers  across  the 
country.  These  will  hold  duplicates 
of  each  area's  most  requested  Web 


At  Home's 
Thomas  Jermoluk 
"We  are 
the  future 
of  cable." 
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sites.  When  you  seek  one  of  these 
pages,  the  data  don't  have  to  go  far 
before  entering  the  cable  television 
network  serving  your  house.  The 
files  whip  down  the  same  coaxial 
cable  you  use  for  receiving  TV  sta- 
tions, at  speeds  between  1.5  and  4 
megabits  per  second — in  round 
numbers,  100  times  as  fast  as  via 
conventional  phone  hookups. 
Graphics-rich  Web  pages  that  are 
achingly  slow  to  come  in  via  conven- 
tional modem  fairly  whiz  onto  your 
screen  via  At  Home. 

Any  drawbacks?  Only  for  the  first 
person  in  a  city  who  calls  up  a  page. 

Fast  data  served  here 


At  Home 
Vice  President 
Milo  Medin 
The  company's 
technical  guru 
was  a  high  school 
valedictorian, 
but  he  failed  to 
win  "most  likely 
to  succeed" 
because  of  his 
stubborn  nature. 
He's  brought 
that  same 
uncompromising 
attitude 
to  his  grand 
design  for  At 
Home's  computer 
network. 


If  you  are  the  first  person  to  ask  for  a 
Web  page  showing,  say,  statistics  on 
slavery  in  17th-century  Brazil,  you 
may  have  a  long  wait.  The  data  have 
to  be  drawn,  through  the  often- 
clogged  Internet  backbone,  from  the 
publisher's  server.  From  there,  the 
file  is  deposited  on  At  Home's  serv- 
er in  your  city.  However,  subsequent 
people  in  that  city  who  want  the  stats 
can  get  them  superfast. 

All  this  makes  for  an  easy  sale  to 
avid  Web  surfers.  But  how  many 
Americans  fall  in  tliat  category? 

TCl's  Bruce  Ravenel  was  an  early 
booster  of  At  Home.  His  enthusiasm 


Cable  company 


Regions  served 


Comcast 


Baltimore;  Philadelphia;  Sarasota,  Fla. 
northern  and  central  New  Jersey; 
parts  of  Orange  County,  Calif.;  Detroit 


TCI 

Arlington  Heights,  III.;  Seattle;  Fremoi    ■':;■:>:  ■ 
parts  of  Hartford,  Conn. 

Cox  Communications 

Parts  of  Grange  County,  Calif. 
Phoenix;  San  Diego;  Omaha 

parts  of  r 

"^.urMedia  Partners 

Nashville,  Tenn. 

If  you  live  in  ore  of  these  territories,  see  if  you  can  get  At  Home. 
For  serious  Int :    lot  fans,  it's  definitely  worth  the  $35  to  $55  a  mor 


has  diminished.  He  is  not  ready  to 
agree  with  George  Gilder  that  the 
Internet  will  change  couch  potatoes 
into  interactives.  "It  has  yet  to  be- 
proven,"  he  says,  "that  people  want 
to  interact  with  their  television  sets.  I 
don't  think  [the  Internet]  is  going  to 
be  the  mainstream  of  our  industry." 

What  about  two-way  cable?  Gosh, 
he  says,  "that's  something  that's 
been  talked  about  in  our  industry  for 
30  years." 

Venture  capitalist  Donald  Valen- 
tine, who  took  big  risks  on  Apple 
Computer  and  Cisco  Systems,  never 
considered  At  Home  as  a  serious  in- 
vestment. "TCI  is  unwinding,  divest- 
ing and  shutting  down  initiatives 
started  in  the  last  five  years,"  Valen- 
tine says.  "All  these  cable  companies 
have  acted  rather  cliildishly,  jumping 
fi-om  rock  to  rock  in  the  hopes  of  sur- 
vival. Are  they  going  to  stay  on  the  At 
Home  rock?  I'd  be  surprised." 

While  the  cable  companies  dither, 
competitors  are  pushing  alternatives 
to  At  Home.  The  telephone  compa- 
nies are  working  on  speeding  traffic 
on  existing  telephone  Unes.  In  one 
experiment  in  lUinois,  Web  surfers 
are  getting  connected  at  1  megabit 
per  second  over  copper  telephone 
lines.  That  is  getting  close  to  what  At 
Home  can  deliver.  The  phone  com- 
panies have  one  distinct  advantage 
over  the  cable  outfits:  They  have  the 
cash  to  make  improvements  to  their 
networks. 

None  of  this  has  diminished  the 
enthusiasm  of  L.  John  Doerr,  the 
venture  capitalist  who  conceived  At 
Home  and  hired  Jermoluk  to  run  it. 
"This  is  going  to  be  one  of  the  five 
important  Internet  companies,"  says 
Doerr,  who  is  fond  of  saying  that  the 
Internet  is  underhyped.  His  advice: 
"Don't  pick  on  it.'' 

It's  hard  to  argue  with  Doerr.  His 
firm,  Kleiner  Perkins  Caufield  & 
Byers,  fimded  Sun  Microsystems, 
Compaq  Computer  and  Netscape 
Communications. 

But  those  companies  were  started 
by  scrappy  entrepreneurs  and  not  in 
the  swank  offices  of  Kleiner  Perkins. 
Nor  did  they  start  out  with  campus 
offices  to  house  5,000.  There's 
notliing  wrong  with  big  plans — but 
thinking  big  doesn't  necessarily 
guarantee  success.  ^ 
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In  Manhattans  historic  garment  district, 
the  lights  are  burning  long  after  rush 
hour.  Just  south  of  Times  Square,  design- 
ers are  working  into  the  night  to  craft  new 
styles  and  mull  ideas  that  might  put  them 
ahead  of  the  competition  —  a  difficult  task 
during  the  busde  of  the  day.  Yet  in  the  recent 
past,  this  late  routine  was  unthinkable: 
Employees  dashed  out  to  join  the  5:00  p.m. 
exodus  for  fear  of  being  caught  in  the  crime- 
filled  area  after  dark. 

Now,  New  York  City  has  entered  a  new 
era,  says  Bud  Konheim,  CEO  of  Nicole 
Miller  Ltd.,  a  leading  designer  and  manu-       '- 
facturer  of  women's  apparel  —  one  felt  not 
just  in  the  garment  district.  A  drop  in  I 
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crime,  an  increase  in  skilled  immigrant 
labor,  an  improved  and  popular  transit 
system  with  new  fare  incentives  and  a 
host  of  City  government  policies  and  tax 
cuts  that  foster  the  entrepreneurial  spirit 
have  transformed  New  York,  with  its  7.5 
million  people,  into  an  economic  show- 
case. Under  the  administration  of  Mayor 
Rudolph  W.  Giuliani,  the  City  has 
regained  its  title  as  "financial  capital  of 
the  world"  and  commands  a  new  respect 
among  businesses. 

As  a  fourth-generation  garment- 
industry  businessman,  Konheim  has 
witnessed  the  ups  and  downs  of  manu- 
facturing here  and,  at  times,  been 
tempted  to  relocate.  He  credits  one  ini- 
tiative, the  business  improvement  dis- 
trict or  BID  program,  with  vastly 
enhancing  the  fashion  center,  from 
security  and  sanitation  to  public  infra- 
structure. "If  you  were  in  business  here, 
lived  here  and  watched  the  changes,  you 
would  know  how  quickly  they  have 
come  in  the  last  four  years,"  he  says. 
Such  City-wide  changes  enable  his 
company  to  manufacture  high-quality 
g  garments  in  New  York  City  —  not  in 
z  another  state  or  overseas  —  and  draw 
I  upon  skilled  immigrants  with  "incredi- 
%  ble  sewing  talents,  perfect  for  entry-level 
<  manufacturing  jobs."  They  help  Nicole 
s  Miller  run  the  pants  off  the  competi- 
^  tion,  no  matter  what  the  hour.  "What 
I  we  have  is  the  absolute  ability  to  grow 
I  because  everything  is  so  right  in  New 
I  York  City,"  says  Konheim. 
I      Throughout  the  five  boroughs  — 
I  Manhattan,  Queens,  The  Bronx, 
I  Brooklyn  and  Staten  Island  —  similar 
^.  stories  and  observations  are  shattermg 
5  old  stereotypes.  Lack  of  personal  safety, 
I  dilapidated  parks  and  structures,  un- 
8  friendly  business  policies  and  a  deterio- 
I  rating  quality  of  life  are  the  worst  enemy 
I  of  any  company  trying  to  attract  and 
%  retain  the  highest-quality  employees. 
I      Change  is  not  just  in  the  air,  it's  in  the 
concrete.  It  can  be  found  in  places  such 
i       Bryant  Park  in  Midtown  Manhattan, 
s  oi;  e  filed  with  rubble  and  the  litter  of 
I  the  drug  trade,  where  there  are  now 
s  open-air  concerts  and  picnics;  in  refiir- 
I  bished  monunicurs,  such  as  the  historic 
o  Grant's  Tomb  perched  high  above  the 


Hudson  River,  which  are  now  major 
tourist  attractions;  and  in  the  creative 
renovations  of  vast,  unused  spaces  such 
as  the  Brooklyn  Army  Terminal  into 
vital  business  and  commercial  centers. 

A  Beckoning  to  Business 

At  the  heart  of  this  transformation  is 
a  set  of  policies  intended  to  turn 
New  York  into  "a  place  that  values  busi- 
ness, with  a  City  government  that 
understands  that  business  contributes 
the  element  to  turn  around  people's 
lives,"  says  Giuliani.  The  centerpiece  of 
this  goal  is  tax  cuts  —  unheard  of  in  a 
City  with  a  "tax 
and  spend"  legacy. 
Already,  the 
administration  has 
eliminated  the 
commercial  rent 
tax  for  four-fifths 
of  the  City's  busi- 
nesses, which  has 
returned  an  esti- 
mated $300  mil- 
lion to  the  private 
sector.  Other 
business  taxes  are 
on  the  block:  The 
administration  has 
rolled  back  the 
unincorporated 
business  tax  and  has  succeeded  in  lob- 
bying the  state  legislature  to  permanent- 
ly eliminate  the  sales  tax  on  clothing 
under  $100,  effective  Dec.  1,  1999. 
These  tax  cuts,  says  Giuliani,  take 
money  from  the  City  "and  hand  it  back 
so  that  businesses  can  stabilize,  hire  a 
few  more  people  and  maybe  expand  the 
things  that  need  to  be  done." 

Nothing  has  added  to  the  feeling  of 
revitalization  as  much  as  a  crime  rate 
that  has  plummeted  to  levels  not  seen  in 
a  generation  —  the  result  of  an  expand- 
ed police  force  and  innovative  patrolling 
techniques.  "The  City  has  never  been 
safer  at  any  time  in  the  '90s,  the  '80s  or 
the  '70s,"  says  Giuliani,  and  the  num- 
bers are  still  falling.  "You  would  have  to 
go  back  to  1967  to  find  a  period  of 
time  in  which  we  have  had  as  little 
crime.  Our  streets  are  safer,  our  parks 
are  cleaner  —  we're  seeing  revitalization 


New  York  City  breeds  champions, 

both  in  business  and  in  sports.  The 

Yankees  win  the  World  Series  in  1996. 


all  over  the  City,  from  Harlem  to  Times 
Square  to  Lower  Manhattan."  As  in  the 
garment  district,  the  decline  in  crime 
has  bolstered  other  sectors.  Tourism  has' 
reached  a  new  height,  in  part,  because 
of  the  reduced  hotel  occupancy  tax  — 
another  GiiJiani  initiative  —  but  also 
because  the  stereotype  of  a  lawless  New 
York  has  become  an  artifact  of  the  past. 

Similarly,  if  New  York  were  to  posi- 
tion itself  as  a  place  where  business 
might  thrive,  the  administration  had  to 
address  its  burgeoning  welfare  rolls  — 
the  nation's  largest.  Under  the  Giuliani 
administration,  304,000  fewer  people 

receive  public  assis- 
tance, a  reduction 
achieved  by  enforc- 
ing eligibility  stan- 
dards and  estab- 
lishing a  "workfare 
program,"  whereby 
some  recipients 
work  in  exchange 
for  a  welfare  check. 
Right  now,  as 
many  as  37,000 
people  clean  parks, 
roads  and  public 
buildings  —  and 
in  the  process, 
make  a  contribu- 
tion to  the  City. 
Even  so,  says  Giuliani,  welfare  works 
best  as  temporary  help,  and  the  goal  is 
to  move  motivated  people  into  the  job 
market.  "The  place  in  which  we  are 
going  to  offer  opportunities  to  the  most 
people  in  the  City  is  in  private  busi- 
ness," he  says,  and  the  way  to  achieve 
that  is  to  have  a  business  community  — 
made  up  of  large,  medium  and  small 
companies  —  that  is  thriving  and  grow- 
ing. "Then  we  can  provide  people  with 
the  best  social  program  that  was  ever 
invented:  A  job." 

Small  Business: 

We  Have  a  Program  for  You! 

To  support  entrepreneurs.  City  gov- 
ernment offers  innovative  programs 
and  services  that  are  vital  to  the  growth 
of  small  businesses  —  a  prime  source 
for  new  jobs.  Programs  address  such 
diverse  needs  as  acquiring  office  space 
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Are  you  more  likely 

to  meet  the  head 

of  state 


than  the  head  of  your 
Securities  Processor? 


The  Bank  of  New  York  offers 
advanced  technology,  global  reach, 
and  something  more:  hands-on 
involvement  by  senior  management 
So  beyond  the  shifting  bits  and  bytes 
of  data,  you'll  find  a  truly  state-of-the- 
art  idea  called  personal  attention. 


THE 
BANKOF 

NEW 
YORK 
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New  Ideas. 
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for  relocation,  while  financial  assistance, 
both  incentives  and  loans,  can  make  the 
difference  between  success  and  failure. 
For  the  City,  the  return  on  investment  is 
the  creation  of  private-sector  job  oppor- 
tunities, with  its  obvious  benefit  to  fiscal 
revival  and  economic  development. 
Statistically,  the  role  of  small  businesses 
is  major:  They  employ  nearly  half  the 
City's  workforce,  and  account  for  more 
than  90%  of  all  businesses.  "We  treat 
the  New  York  City  business  community 
like  it's  our  client,"  says  Rudy  "Washington, 
Deputy  Mayor  for  Community  Develop- 
ment and  Business  Services.  "The  City 
is  beginning  to  turn  the  corner.  We've 


created  over  170,000  new  jobs  under  the 
Guiliani  administration,  crime  is  down 
over  40%  since  1993  and  tourism  is  way 
up,  with  over  32  million  domestic  and 
international  tourists  visiting  New  York 
City  last  year." 

Since  its  creation  in  1991,  businesses 
have  turned  to  the  NYC  Department  of 
Business  Services  (DBS)  for  its  pro- 
grams to  revitalize  neighborhoods,  help 
minority  and  women-owned  enterprises 
and  for  its  services  as  an  advocat-.-  F^r 
example,  through  the  Bid-Match 
System  and  the  Procurement  Outreac^^ 
Program,  DBS  helps  small  and  mid- 
sized businesses  take  advantage  of  gov- 
ernment tenders  for  goods  and  services. 
One  DBS  incentive  is  the  Energy 
g  Cost  Savings  Program  (ECSP)  which 
I  offers  up  to  30%  reductions  in  energy 
I  costs  to  eligible  businesses.  In  1996, 
w  recipients  reaped  more  than  $27  million 


in  ECSP  utility  credits.  One  of  several 
ways  to  qualify  is  as  a  tenant  in  a  build- 
ing renovated  under  the  Industrial  and 
Commercial  Incentive  Program  (ICIP). 
Two  such  projects  are  the  Falchi 
Building  and  "The  Factory"  in  Long 
Island  City,  Queens,  which  house  more 
than  65  businesses  in  over  1.5  million 
square  feet.  One  jewelry  distribution 
company,  Merlite  Industries,  relocated 
to  "The  Factory"  from  Manhattan  last 
spring  and  received  a  big  break  in  its 
energy  bills,  and  something  else  that 
was  more  spectacular  still:  Its  monthly 
rent  dropped  more  than  50%  to 
$12,500.  What  is  more,  all  the  busi- 
~  nesses  housed  in 

the  complexes 
benefit  from  the 
discontinuation 
of  the  commercial 
rent  tax,  for  a 
cumulative  sav- 
ings of  $570,000. 

"These  build- 
ings have  been  an 
ideal  example  of 
the  potential 
industrial  expan- 
sion realized 
when  private 
developers  utilize 
City  programs 
such  as  the  ECSP  and  the  ICIP,"  says 
Commissioner  Earl  Andrews,  Jr.  of  the 
Department  of  Business  Services. 
"Changes  made  by  the  current  adminis- 
tration have  made  the  programs  much 
more  attractive  to  developers  of  similar 
properties." 

As  Mayor  Giuliani's  primary  vehicle  for 
economic  development  services,  the  New 
York  City  Economic  Development 
Corporation  (EDC)  promotes  economic 
growrth  by  helping  businesses  remain  com- 
petitive, react  to  changing  market  condi- 
tions and  develop  new  products  and  ser- 
vices. To  meet  its  objectives,  EDC  estab- 
'shes  public-private  partnerships  that 
erage  the  City's  resources  to  help  meet 
'eeds  of  companies  of  all  sizes. 
'  'I  ink  the  mayor  and  this  adminis- 
'lave  worked  very  hard  to  live  up 
obligation  to  remove  obstacles 
I  '     nd  improve  business  condi- 


tions," says  John  S.  Chalsty,  chairman 
and  CEO  of  Donaldson,  Lufkin  & 
Jenrette,  a  leading  U.S.  investment  bank 
and  securities  fitm  based  in  New  York 
Ciry.  "Now  I  think  it  is  time  for  the  pri- 
vate sector  to  seize  its  opportunity,"  says 
Chalsty,  who  serves  as  EDC's  chairman. 
A  private  sector  role  in  making  the  City 
'as  robust  as  possible  is  also  good  busi- 
ness sense,  he  adds,  since  DLJ  and  other 
corporations  are  more  able  to  attract  the 
best  employees  if  the  City  is  perceived 
to  be  an  attractive  place  to  live  and 
work.  "Additionally,  our  clients  will 
want  to  do  business  in  New  York,"  says 
Chalsty.  "We  owe  it  to  our  City  and  to 
ourselves  to  contribute  to  the  best 
extent  we  can." 

The  solutions  offered  through  EDC 
come  in  as  many  shapes  as  the  compa- 
nies it  assists:  An  umbrella  maker,  faced 
with  escalating  rent  whenever  it  signed  a 
lease,  had  to  either  buy  its  own  building 
or  find  cheaper  space  outside  the  City. 
Through  EDC's  Industrial  Development 
Agency  "Straight  Lease"  Program,  the 
company  found  a  building  of  its  own  on 
terms  it  could  afford.  When  a  clothing 
designer  got  the  idea  for  a  mail-order 
business  for  vintage-design  clothing,  she 
only  had  enough  money  to  print  10,000 
catalogs.  EDC  connected  her  to  the 
Regional  Economic  Development 
Assistance  Corp.  for  a  loan  to  increase 
the  printing  to  75,000.  And  through  the 
New  York  Ciry  Public  Utility  Service, 
EDC  helped  Queens-based  Brenner 
Paper  Products,  a  65-year-old  envelope 
manufacturer  serving  the  largest  compa- 
nies in  the  world,  to  cut  its  monthly 
electric  bills,  says  President  and  CEO 
Rhoda  Brenner  Levenson. 

Business: 

You've  Got  a  Friend 

Created  by  David  Rockefeller  in  1979, 
the  New  York  City  Partnership, 
which  merged  with  the  200-year-old 
Chamber  of  Commerce  in  1 996,  har- 
nesses the  dynamism  of  the  business 
community  and  its  vast  resources  and 
focuses  them  on  the  critical  issues  facing 
the  City.  The  Partnership/Chamber 
works  to  improve  the  business  environ- 
ment through  public/private  initiatives. 
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Quote 


"The  Art  of  War," 


But    shy    away    from    Battle? 


It's  the  truth. 

Most  consultants  can't  turn  their  strategic  insight  into  tactical  action. 

But  at  Price  Waterhouse,  we  won't  propose  an  idea  unless  we  can  implement  it. 

Whether  we're  building  an  enterprise-wide  system  or  helping  a  company 

create  a  global  shared  services  organization,  Price  Waterhouse  is  committed 

to  taking  ideas  from  conception  to  completion.  To  find  out  more  about  how 

we  work,  call  Price  Waterhouse  or  visit  our  web  site  at  http://www.pw.com 
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advocacy  and  programs  in  areas  such  as 
job  creation  and  neighborhood  develop- 
ment. Recendy,  the  Parmership/Chamber 
played  an  important  role  in  reducing  the 
commercial  rent  tax,  eliminating  the 
state  corporate  tax  surcharge  and  reform- 
ing state  Workers'  Compensation  laws, 
cutting  costs  for  employers  by  approxi- 
mately 25%,  or  $1  billion  a  year. 

"The  old  perceptions  of  New  York 
are  out  there  and  they  tend  to  outweigh 
the  good  news,"  says  Robert  R.  Kiley, 
president  and  CEO  of  the  Partnership 


the  Partnership  launched  the  New  York 
City  Investment  Fund  in  1996,  under  - 
the  leadership  of  Henry  Kravis,  chair- 
man. The  first  investment  fund  of  its 
kind,  it  helps  create  jobs  and  promote 
growth  in  the  five  boroughs  —  particu- 
larly in  the  most  disadvantaged  neigh- 
borhoods. The  Fund  is  currently  capi- 
talized at  $60  million  through  contribu- 
tions from  prominent  individuals  and 
leading  corporations,  including 
Donaldson,  Luflcin  &  Jenrette,  Fleet 
Bank  and  The  Bank  of  New  York.  The 


A  Harlem  Renaissance  of  a  different  kind, 

East  Hariem.  Philip  Grossman  (right)  of  Heet 

ment  complex  with  NYC  Housing  Partnership 

Nina  De  Martini-Day  on  the  steps  of  a  Bank 

and  former  head  of  the  Metropolitan 
Transportation  Authority.  "If  we  hope 
to  encourage  small-business  people  and 
entrepreneurs,  then  nothing  can  be 
more  important  than  communicating 
the  good  news  about  New  York  City." 

Through  its  Policy  Center  (PPC),  the 
Partnership  explores  ways  to  stimulate 
§  the  City's  economy  and  examines  the 
s  impact  of  federal,  state  and  local  poli- 
;  cies  on  the  City's  business  climate.  To 
I  foster  growth  among  small  businesses, 
I  the  PPC  has  developed  an  on-line  Small 
I  Business  Resource  Center,  which  offers 

1  interactive  access  to  information  about 

2  starting,  financing  and  building  a  busi- 
I  ness  in  New  York.  This  Resource 

I  Center  contains  information  on  more 

g  than  300  city,  state  and  federal  pro- 

I  grams,  and  other  for-profit  and  not-for- 

^  profit  services  available  to  New  York 

o  City  businesses. 

3  To  further  support  business  growth, 


public-private  initiatives  are  revitalizing 
Bank  discusses  plans  for  a  132-unit  apart- 
entrepreneur  William  Guerrero.  Developer 
of  New  York-financed  threefamily  home. 

Fund  "demonstrates  just  one  way  that 
New  York  City's  private  sector  can  use 
its  collective  talents  to  contribute  to  the 
City's  fiiture,"  says  Kravis. 

The  Fund  recently  announced  a 
$2  million  loan  to  two  financially 
stressed  hospitals,  Brookdale  University 
Hospital  Medical  Center  and  Jamaica 
Hospital  Medical  Center.  With  the 
loan,  the  two  hospitals  will  create  a 
joint  venture  allowing  them  to  compete 
in  the  managed-care  industry,  and  their 
plan  is  expected  to  create  about  850 
jobs  over  the  next  five  years. 

The  impact  of  New  York's  friendlier, 
partnership  approach  was  evident  in  the 
recent  decision  by  Price  Waterhouse,  the 
global  accounting  and  consulting  firm, 
to  expand  its  New  York  City  operations 
by  adding  nearly  1,100  new  jobs  to  its 
workforce  of  2,200.  The  expansion, 
which  includes  moving  into  the  com- 
mercial office  tower  at  Eleven  Madison 
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Avenue  "is  a  signal  of  our  continued 
faith  in  the  City  as  a  great  place  from 
which  to  serve  our  premier  clients,"  says 
James  J.  Schiro,  Price  Waterhouse  CEO^ 

It  is  because  of  firms  such  as  Price 
Waterhouse,  here  since  1890,  that  New 
York  City  is  able  to  maintain  its  status  as 
the  financial  capital  of  the  world.  As  an 
incentive.  New  York  State  offered  a 
$1.5  million  job-creation  grant  under 
the  Jobs  Now  Fund,  as  well  as  a 
$500,000  capital  improvement  grant  for 
its  new  offices.  In  addition,  it  will  have 
city  and  state  sales  tax  exemptions  asso- 
ciated with  its  expansion  over  1 0  years. 
"As  someone  who  was  born  and  educat- 
ed in  the  City,  and  has  spent  most  of  my 
career  here,  it's  encouraging  to  see  the 
City  and  State  taking  such  a  vigorous, 
positive  attitude  toward  attracting  and 
retaining  business,"  says  Schiro.  "They 
proved  to  us  that  New  York  City  was  the 
best  place  for  Price  Waterhouse  to  grow 
with  a  vigorous  new  attitude  toward 
business  that  treated  us  like  a  partner," 
says  Schiro.   "That's  a  good  sign  for  the 
future  of  business  in  the  City." 

Technology  Meets  Tradition 

Just  as  the  Ciry  works  to  nurture  and 
retain  traditional  leadership  in  such 
industries  as  garment  manufacturing 
and  as  a  financial  center,  it  is  not  ne- 
glecting its  future  as  a  high-technology 
center.  Indeed,  the  extraordinary  era  of 
the  microchip  seems  tailor-made  to 
coincide  with  the  City's  renaissance. 
Software  is  the  fastest-growing  manufac- 
turing industry  of  the  '90s,  with  sales  in 
excess  of  $420  billion  in  1992  in  the 
U.S.  alone.  In  New  York  City,  it  is  esti- 
mated that  the  industry  employed  over 
80,000  people  in  1995  —  and  that  the 
number  is  expected  to  grow  to  over 
140,000  by  1998.  And  with  its  ad- 
vanced telecommunications  infrastruc- 
ture, highly  skilled  workforce  and  close 
proximity  to  media  and  entertainment 
giants,  the  City  is  poised  to  gain  even 
greater  market  share. 

To  keep  the  industry  flourishing,  the 
Partnership,  in  cooperation  with  the 
Alliance  for  Downtown  New  York, 
developed  the  New  York  Information 
Technology  Center  —  the  centerpiece 


1 


If  it  doesn  t 
happen  in  New\brk, 

does  it  happen? 

Its  economy  is  larger  than  that  of  most  countries.  It's  the  nations  media  and  entertainment  mecca,  not  to  mention  the  world's 

investment  capital.  So  it's  fair  to  say  that  whatever  happens  here  affects  life  almost  everywhere.  Make  the  most  of  it.  Talk  with 

Donaldson,  Lufl^in  &  Jenrettc.  A  firm  that  has  helped  shape  the  city's  economic  life  by  helping  investors  fmd  local  and  worldwide 

opportunities.  .And  by  raising  capital  for  companies  that  do  business  here.  We're  proud  to  do  our  part  as  a  corporate  citizen. 
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of  a  growing  Information  Technology 
District  in  Lower  Manhattan,  in  an  area 
known  as  "Silicon  Alley."  The  NYITC 
is  designed  to  provide  a  community 
environment  for  information-technology 
(IT)  companies  and  serve  as  a  magnet 
for  IT  industries  in  New  York  City.  By 
locating  firms  in  a  single  building  —  55 
Broad  Street  —  small  businesses  can 
gain  economies  of  scale  normally 
achieved  only  by  large  businesses.  And 
the  concentration  of  new  media  firms  in 
one  area  encourages  telecommunica- 
tions suppliers  like  Bell  Atlantic  and 
Con  Edison  to  install  and  maintain 
sophisticated  technologies.  Since  its 
inception  in  June  1995,  more  than  50 
companies,  including  IBM,  Sun 
Microsystems  and  the  Cornell  Theory 
Center,  have  signed  leases  and  are  mov- 
ing into  the  newly  renovated  center. 

Land  Ho! 

Reclaiming  and  using  New  York's 
valuable  real  estate  both  for  housing 
and  business  is  a  cornerstone  of  economic 
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The  Envelope,  Please 

We  are  the  Silent  Giant  that  Serves 
the  World's  Best  Companies. 

You  may  not  know  our  name,  but 
you  know  the  businesses  we  serve: 
Merrill     Lynch,      Mercedes     Benz, 
Chase  Manhattan,    and    American 
Express,  just  to  name  a  few. 

We're  Brenner  Paper  Products  Co., 
Inc.,   the  CUSTOMIZED  EIWELOPE 
SPECIALISTS.     We    are    65    years 
young    and    still    manufacturing   in 
New  York  City.    PRETTY  AMAZING! 

To  learn  how  Brenner  Paper  can 
work  for  you,  please  circle  our  name 
on  the  Reader  Service  Card  or  call 
800-221-6980  or  718-456-7817, 
and  718-497-0433  (fax). 


Brenner 
Products 
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development 
efforts.  Through  a 
joint  initiative  of 
the  New  York  City 
Housing 
Partnership  and 
the  New  York  Ciry 
Department  of 
Housing 
Preservation  and 
Development, 
vacant  and  occu- 
pied city-owned 
buildings  are 
being  turned  over 
to  private  local 
companies  to 
manage,  renovate 
and  ultimately 
own,  thereby  pro- 
viding much- 
needed  affordable 
housing.  The  cre- 
ation of  two  feder- 
ally mandated  economic  empowerment 
zones  —  in  Upper  Manhattan  and  the 
South  Bronx  —  is  also  spurring  a  wave 
of  development  in  areas  that  had  been 
all  but  given  up  as  urban  wastelands. 

Private  agencies  and  corporations  are 
lending  their  support  to  this  massive 
redevelopment  effort.  Fleet  Financial 
Group,  one  of  the  nation's  leading  com- 
mercial real  estate  lenders,  recently 
announced  that  it  is  lending  more  than 
$40  million  for  four  private  housing 
renovation  and  development  projects  in 
the  City,  which  will  provide  housing  for 
more  than  400  low-  to  moderate-income 
families.  This  "represents  Fleet's  contin- 
ued commitment  to  community  devel- 
opment as  well  as  our  support  for  pro- 
grams established  by  the  City  of  New 
York  to  meet  the  overwhelming  need  for 
affordable  housing  imits  in  the  City,"  says 
Philip  G.  Grossman,  vice  president  for 
Community  Development  Lending  in 
Fleet's  Commercial  Real  Estate  division. 

The  Fleet  credit  facilities  include 
loans  for  the  rehabilitation  of  some  200 
rental  apartments  in  East  Harlem  under 
a  plan  made  possible  by  the  New  York 
City  Housing  Partnership.  For  the  last 
1 5  years  this  subsidiary  of  the  New  York 
Ciry  Partnership  and  Chamber  of 


Watch  out  West  Coast!   Lower  Manhattan's 

"Silicon  Alley"  should  make  waves  in  the 

media  and  entertainment  industries. 


Commerce  has 
worked  to  mobi- 
lize private-secter 
resources  to  help 
redevelop  City- 
owned  lands  and 
buildings,  mak- 
ing it  the  City's 
leading  builder 
of  affordable 
housing.  Fleet  is 
"totally  commit- 
ted" to  the 
Housing 
Partnership's 
endeavor,  says 
Grossman,  espe- 
cially in  an  area 
as  well-positioned 
for  a  renaissance 
as  Harlem.  "It's 
coming  back,  and 
we  want  to  be 
there  when  it  does 
—  helping  lead  the  way." 

The  Bank  of  New  York,  the  oldest 
bank  in  the  nation  still  operating 
under  its  original  name,  has  been 
financing  businesses  in  New  York  City 
since  its  founding  by  Alexander 
Hamilton  in  1784.    Offering  services 
to  large  corporations  and  small  busi- 
nesses, the  Bank  operates  in  25  coun- 
ties in  New  York,  New  Jersey  and 
Connecticut.  With  additional  branch- 
es and  representative  offices  located  in 
26  countries,  trade  finance  is  a  key 
product  of  the  Bank  that  can  benefit 
businesses  of  all  sizes.  Closer  to  home, 
the  Bank  plays  an  important  role  in 
assisting  distressed  neighborhoods. 
The  Real  Estate  Division  recently 
financed  the  renovation  of  four  East 
Harlem  brownstones,  in  a  project 
sponsored  by  the  East  Harlem 
Renewal  Agency,  Inc.  "This  project  is 
a  great  example  of  how  we  can  work 
together  with  a  local  not-for-profit  to 
revitalize  the  community  and  make 
home  ownership  a  reality,"  says 
Stephen  G.  Petrula,  head  of  the  Bank's 
Real  Estate  Division. 

New  York,  New  York 

Immortalized  in  songs  and  scripts, 


What  would  you  do  with  a 

thought  that  crossed  the  line 
between  brilliance  and, 
well...  your  other  thoughts? 


\VTio  would  you  dare  tell  your  position-the-company-for-the-next-millennium  idea  to?  Well,  at  Fleet,  we're  used 
to  working  with  original  thinkers  like  you.  We  figure  if  an  idea  doesn't  make  you  a  little  nervous,  it  must  not  be 
much  of  an  idea  We  offer  companies  like  yours  the  kind  of  customized  financial  resources  that  can  turn  an  unusual 
idea  into  an  unusually  successful  one.  Do  you  have  an  idea  like  that?  Are  you  ready  to  tell  someone? 
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Manhattan's  42nd  Street  has  resurged  as 
the  focus  of  the  largest  urban  redevelop- 
ment project  ever  undertaken  in  the 
country  —  and  serves  as  a  potent  symbol 
for  a  City  reborn.  In  every  corner  of  the 
City,  it  seems,  parks  have  been  replanted, 
streets  are  cleaner  and  even  residents 
themselves  appear  to  have  softened  their 
legendary,  hard-boiled  attitudes. 

"There's  a  sense  of  courtesy  and  help- 
ftilness  among  people,  that  I  think  is  a 
reflection  of  all  the  good  things  that  are 
happening  around  them,"  says  Levenson 
of  Brenner  Paper  Products,  herself  a  life- 
long New  Yorker  whose  father,  an  East 
European  immigrant,  started  the  family 
company.  Once  again,  the  City  finds 
itself  a  magnet  for  a  new  wave  of  immi- 
grants —  this  time  from  Asia  and  Latin 
America  —  and  New  Yorkers  thrive  on 
the  energy  brought  by  "a  stimulating  mix 
of  people,  languages  and  cultures,"  says 
Levenson.  "If  you  can't  find  it  in  New 
York,  you  can't  find  it  anywhere." 

Despite  all  the  changes,  one  thing  has 
remained  constant  in  The  City  That 
Never  Sleeps:  Its  cultural  life.  New  York 
City  is  home  to  the  Metropolitan 
Museum  of  Art,  Lincoln  Center,  37 
Broadway  theaters  and  a  vibrant  list  of 
attractions  that  includes  1 50  museums, 
400  art  galleries  and  20  symphony 
orchestras  —  at  last  count  —  and  some 
of  the  world's  top  restaurants.  The  Mets 
and  the  Yankees,  the  Knicks  and  the 
WNBA's  Liberty  and  the  Rangers  all 
compete  in  New  York. 

"One  factor  in  attracting  people  to 
New  York  is  the  high  quality  of  life  our 
citizens  enjoy,"  says  J.  Carter  Bacot, 
chairman,  The  Bank  of  New  York  Co., 
Inc.    "By  supporting  the  arts,  we  not 
only  maintain  the  City's  reputation  as  a 
center  for  the  arts  but  provide  our 
employees  and  others  with  unique 
opportunities  in  education  and  entertain- 
ment."  When  the  workday  is  over,  New 
Yorkers  don't  just  fold  up  until  nine  the 
next  morning.  "This  City  is  the  most 
exiting  place  in  the  world  to  live,"  says 
Chalscy  of  DLJ.  And  at  day's  end,  "some- 
thing exciting  is  happening  every  night." 
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Lynn  Morrissty  is  a  New  York  City-based 
freelance  business  writer. 
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Wall  Street  once  preached  the  virtues  of  diversification. 

Now  the  buzzword  is  focus. 

Why  did  PepsiCo  feel  obliged  to  dance  to  The  Street's  fickle  tune? 

The  pure-play  syndrome 


By  Subrata  N.  Chakravarty  and  John  R.  Hayes 


Do  CORPOR.\TE  MANAGEMENTS  pay 

too  much  attention  to  Wall  Street? 
Probably.  In  seeking  to  please  the 
analysts,  giant  PepsiCo  is  spinning  off 
its  SIO  billion  (revenues)  restaurant 
division,  comprising  the  Pizza  Hut, 
Taco  Bell  and  kfc  chains.  Call  it  the 
pure-play  syndrome.  The  restaurants 
will   be  owned   by  Tricon   Global 
Restaurants,  after  paying  a  one-shot 
dividend  of  S4.5  billion  to  the  parent 
company.  PepsiCo  plans  to  use  the 
cash  infusion  for  the  inevitable 
stock  buyback  and  for  battling 
Coke  in  the  soft-drink  arena. 

The  spinoff — which  takes 
place  this  month — is  an  obvi- 
ous bow  by  PepsiCo  Chief 
Executive  Roger  Enrico  to 
Wall      Street's     current 
mantra  that  companies 
should    "focus"    their 
business.  The  idea  is 
that  investors  will  pay 
more    for    a    stock 
whose  businesses  are 
closely  related  and 
easy  to  understand. 
Enrico's  predecessor, 
Wayne  Callowa\',  had 
resisted  a  spinoff,  but 
Enrico  has  given  in. 
The  market  cheered — 
briefly.    The    day    the 
spinoff  was  announced, 
PepsiCo  stock  rose  $3.50, 
to  $35.50,  and  has  since 
moved  four  or  so  points 
higher,  although  it  lags  the 
rise  in  the  s&P  500. 

The  spinoff  is  a  done 
deal,  but  we  suspect  it's 
a    lousy    one    for    the 
company,  long  term.  It 
violates   the    sensible 

Forbes  ■  October  20,  1997 


PepsiCo 
Chief  Executive 
Roger  Enrico. 
A  huge, 
and 

irretrievable, 
strategic 
blunder. 


rule:  "If  it  ain't  broke,  don't  fix  it." 
PepsiCo  wasn't  broken.  This  year 
it  will  earn  close  to  17%  on  its  invest- 
ed capital.  The  stock  sells  for  a  quite 
satisfactory  27  times  expected  1997 
earnings — a  nice  premium  over  the 
market. 

So  what's  bothering  the  analysts.^ 
Probably  the  invidious  comparisons 
with  Coca-Cola.  Even  after  its  recent 
dips,  Coke  still  commands  37  times 
earnings.  Whereas  PepsiCo  stock 
has  generally  lagged  the  market 
the  last  couple  of  years,  Coke 
has  been  a  market  leader. 
Pressed  to  do  something 
about  these  sorts  of  compar- 
isons, Enrico  has  chosen  to 
throw  away  the  company's 
best  chance  for  growth. 
Boxed-in  in  the  soft- 
drink  business  by  a  tri- 
umphant Coke,  PepsiCo 
still  had  lots  of  elbow 
room  in  the  restaurant 
business. 

During  20  years  in 
the  restaurant  business, 
PepsiCo  built  the  Pizza 
Hut  and  Taco  Bell  chains 
practically  from  scratch 
into  the  leaders  in  their 
categories,  and  turned 
the  large  but  troubled 
KFC  around. 
Against  these  success- 
es, the  parent  company  is 
outclassed  by  its  principal 
competitor  and  has  no 
easy  way  out  of  its  diffi- 
culties. The  Coca-Cola 
Co.'s  share  of  the  U.S. 
soft-drink     market     has 
grown    from    39.5%    in 
1985  to  43.1%  in  1996, 
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Coke's  world 

Pepsi-Cola  will  have  a 
tough  battle  growing 
overseas.  Coke  gets  80% 
of  its  earnings  abroad. 
Pepsi  gets  none. 


#  Where  Coke  leads  Pepsi 
O  Market  share  equal 


Where  Pepsi  leads  Coke 
No  statistics  available 


Percent  of  market  share      •Coke    •Pepsi 

52%  „„  57% 

H  3n'36%  26%,,, 

10%  m  n    ^  13% 

Brazil         Canada  China  India 

81%  80% 


85% 

57%  ■ 

149%  ■ 

■  I 


29% 


?  17% 
Poland 


25% 


"15% 


18% 


I    I 


6% 


Russia      Saudi  Arabia     South  Africa 


7% 
Indonesia 

31%  27% 
■  ■ 
Ukraine 


64% 

■  21% 

Mexico 

*2:-3i% 
■  ■ 


68% 


29%  ■ 

■  I 

Pakistan 

IS  38% 
United  States      Venezuela 


48% 


22% 


worldwide 


In  emerging 
markets,  logistics 
and  trucks 
matter  more 
than  Michael 
Jackson  and 
advertising. 


Source:  Beverage  Digest. 


according  to  the  Maxwell  Report. 
Pepsi's  products  have  merely  crept 
from  30.3%  to  31%. 

Overseas,  where  Coca-Cola  gets 
80%  of  its  earnings  these  days,  the 
two  company's  fortunes  are  even 
more  divergent.  At  a  recent  analysts' 
meeting,  Craig  Weatherup,  chief 
executive  of  Pepsi-Cola,  stated  the 
problem  starkly:  "The  cold,  hard  facts 
are,  if  you  exclude  Canada,  we  have 
never  made  money  in  international. ..." 
That  is  an  extraordinary  record  of 
futility  for  a  company  that  has  been 
selling  a  well-known  brand  overseas 
for  half  a  century. 

Coke  is  not  likely  to  cut  Pepsi  any 
slack.  In  a  study  of  market  shares  in 
^5  countries  in  1996  by  the  trade 

'I'ication  Beverajje  Digest.,  Pepsi  led 
CoKc  in  fewer  than  20  countries.  The 
world  -s  painted  Coca-Cola  red,  with 
a  very  lew  pockets  of  Pepsi  blue. 
"Coke  has  the  clout  to  make  Pepsi 
work  very   hare!   to   get  whatever 


they've  decided  they  don't  want," 
says  a  former  PepsiCo  executive,  with 
some  sadness. 

Pepsi's  overseas  strategy  rests  on 
large    emerging    markets    such    as 

Why  dump  restaurants? 
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Despite  oveHnvestment,  restaurants 
have  often  outperformed  beverages. 


China,  Russia,  Eastern  Europe  and 
India,  where  clear  leadership  has  yet 
to  be  established.  But  Pepsi  has  lost 
its  leadership  position  in  Russia  and 
much  of  Eastern  Europe  since  the 
collapse  of  the  Soviet  Union,  and 
trails  badly  in  China.  Only  in  India 
has  it  gained  any  ground,  owing  to  a 
squabble  between  Coke  and  some  of 
its  bottlers. 

Craig  Weatherup  says  Pepsi  will 
be  patient.  "The  international  mar- 
ketplace demands  a  degree  of  disci- 
pline and  consistency  of  strateg}'  and 
execution,"  he  declares.  But  more 
than  patience  is  what's  needed. 
Pepsi  has  fared  reasonably  well 
against  Coke  in  the  U.S.  because  it 
has  sometimes  out-marketed  Coke 
with  clever  advertising  and  promo- 
tions. Overseas,  however,  marketing 
counts  for  less  than  distribution — 
getting  product  "within  arm's  reach 
of  the  customer,"  as  the  saying  goes. 
"Soft  drinks  are  much  less  about 
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The  king 
of  snacks 

PepsiCo's  Frito-Lay 
division  is  the 
company's  crown 
jewel.  Frito-Lay  domi- 
nates the  U.S.  salty- 
snack  market,  with  a 
market  share  of  54%. 
Its  nearest  competi- 
tors, Borden's  Wise 
brand  and  Procter  & 
Gamble,  each  have 
only  4%.  The  other, 
Anheuser-Busch,  threw 
in  the  towel 
last  year.  It  sold  its 
Eagle  brand  name  to 
P&G  and  its  plants  to 
Frito-Lay. 

Frito-Lay  has  nine  of 
the  top  ten  snack-chip 
products,  with  brands 
like  Lay's  and  Ruffles 
potato  chips,  Doritos 
and  Tostitos  corn  chips 
and  Chee-tos,  an 
extruded  product. 
P&g's  Pringles  is  the 
only  interloper. 

Frito-Lay  works 
hard  maintaining  its 
position.  Its  sprawling 
R&D  facility'  in  Piano, 
Tex.  comes  complete 
with  a  small-scale  pro- 
duction plant  where 
new  products  are  made 
and  tested.  Marketing 
people  work  side  by 
side  with  the  research 
teams.  Researchers 
incessantly  test  dif- 
ferent oils,  flavors, 
optimal  chip 
thicknesses  and  the 
like  to  ensure 
that  Frito-Lay 
products 
worldwide 
are  consis- 
tent from 
bag  to  bag 
yet  cater 
to  local 
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market  tastes.  Thus  in 
England  there  are  salt 
and  vinegar  potato 
chips  and  beef-flavored 
corn  chips.  In  Japan 
and  China  the  most 
popular  flavors  are 
seafood.  In  Mexiro 
and  India  the  chips  are 
more  highly  spiced. 

Although  Ajnericans 
already  consume  1 7 
pounds  of  salty  snacks 
per  capita  per  year, 
Frito-Lay  is  constantly 
trying  to  find  new 
ways  to  get  us  to  con- 
sume even  more.  Right 
now  the  company  is 
trying  to  make  chips 
and  dips  into  a  conve- 
nience meal.  "The 
need  for  convenience  is 
driving  eating  habits 
towards  snacking 
versus  sit-down  meals 
at  home  with  the 
family,"  says  Steven 
Reinemund,  chief 
executive  of  Frito-Lay. 
In  a  statement  that  will 
make  nutritionists 
shudder,  he  adds: 
"Some  people  will  sit 
down  with  a  bag  of 
Tostitos  and  a  jar  of 
salsa  and  make  a  meal 
out  of  that." 


For  those  of  you 
worried  about  your 
waistline,  Frito-Lay 
now  has  lower-fat 
baked  chips.  Next 
year  it  will  introduce 
no-fat  chips  fried  in 
Olestra,  p&g's  new  fat 
substitute. 

You  may  hate  these 
junk  foods  but  still 
admire  the  way  this 
business  is  run.  Frito- 
Lay's  huge  produc- 
tion plant  in  Irving, 
Tex.  is  a  revelation 
in  technological 
innovation. 

From  raw  potatoes 
to  chips  on  the  super- 
market shelf,  the 
products  remain 
under  the  company's 
control.  Brian  Foster, 
a  production  "team 
leader,"  proudly  states 
that  on  holiday  week- 
ends he  and  other  vol- 
unteers go  to  stores  to 
replenish  the  shelves 
themselves  rather  than 
leave  the  job  to  super- 
market stock  clerks. 

That  same  attention 
to  detail  has  been 
transferred  overseas. 
In  China,  for  example, 
Frito-Lay  took  two 
years  to  get  its  chips 
to  market  because  it 
had  to  first  get  the 
Chinese  farmers  to 
grow  the  perfect  chip- 
frying  potato. 

Muktesh  Pant, 
who  was  executive 
director  of  PepsiCo's 
operations  in  India, 
says,  paying  Frito- 
Lay  the  ultimate 
compliment, 
"Frito-Lay  is 
more  like 
Coke.  It  is 
very  disci- 
pUned.  " 
-S.N.C.^ 
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Waiting  on  line  to  get  into  a  Pizza  Hut  restaurant  in  Moscow 

PepsiCo  is  giving  up  its  best  chance  for  future  growth  by  spinning  off  its  restaurants  under  Wail  Street  pressure. 


branding  than  logistics,"  says  Muk- 
tesh  Pant,  former  executive  director 
of  PepsiCo's  operations  in  India. 
"Pepsi  spends  too  mucli  time  and 
effort  on  advertising.  Coke  spends 
time  on  logistics.  They're  a  more 
serious  company." 

It  shows  in  the  way  the  two  com- 
panies spend.  "If  you  want  to  im'est 
$100,  Coke  gives  you  $150  and  tells 
you  to  do  it  right,"  a  former  PepsiCo 
executive  says.  "Pepsi  gives  you  $20 
and  tells  you  to  be  creative."  Put 
another  way,  Pepsi  sends  singer 
Michael  Jackson;  Coke  sends  trucks. 

In  the  restaurant  business,  Pepsi 
faces  no  such  competitor.  PepsiCo  is 
the  world's  biggest  operator,  with 
■?0,000  units,  versus  McDonald's 
i"',000   units   and   Burger   King's 

9,Oi;o. 

0\  -  rhe  past  five  years  PepsiCo's 
restauranr  revenues  overseas  have 
grown  at  22%,  compounded,  far 
higher  than  i^s  revenue  growth  in 


beverages  or  snack  foods.  In  1995 
and  1996  international  profits  grew 
30%  and  37%,  respectively.  Pizza  Hut 
and  KFC  especially  are  well  accepted 
overseas.  Unlike  beverages,  in  which 
Coke  is  entrenched  in  much  of  the 
world  and  will  fight  Pepsi  every  step 
of  the  way,  PepsiCo's  restaurants 
compete  for  growth  primarily  with 
McDonald's — no  slouch,  but  operat- 
ing in  a  different  product  segment 
and  currently  suffering  setbacks  of 
its  own. 

Enrico  had  already  addressed  the 
major  problem  plaguing  the  restau- 
rant business:  its  voracious  thirst  for 
capital.  Largely  because  of  the  cost  of 
building  and  modernizing  restau- 
rants, PepsiCo  had  piled  up  a  consid- 
erable burden  of  debt:  about  S8  bil- 
lion at  last  count,  amounting  to  53% 
of  total  capital.  Coke,  by  contrast,  has 
debt  of  just  13%  of  capital. 

PepsiCo  has  long  had  a  strategy  of 
owning  a  significant  percentage  of 


its  operating  entities:  PepsiCo 
owned  over  50%  of  its  restaurants 
worldwide,  compared  with  around 
20%  for  McDonald's.  The  story  is 
similar  in  soft  drinks.  Where  Pepsi- 
Co owns  about  half  of  its  domestic 
bottlers.  Coke  owns  none.  It  buys 
bottlers  only  to  flip  them  to  its 
aggressive  group  of  "anchor"  bot- 
tlers— large,  well-financed  compa- 
nies, like  Coca-Cola  Enterprises,  in 
which  it  often  has  an  equity  interest 
but  no  assets  on  its  books. 

When  Enrico  took  over  the 
restaurant  group  in  1994,  he  decid- 
ed that  the  investment  had  gotten 
out  of  hand.  The  restaurants  were 
consuming  more  cash  than  they 
were  generating.  Enrico's  solution: 
Reduce  the  investment  by  refran- 
chising  companv-owned  restaurants 
(Forbes,  Mar.  27,  1995). 

The  results  were  immediate.  Cash 
flow  from  restaurants  rapidly  turned 
positive.    Refranchising   generated 
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more  than  S300  million  in  cash  in  the 
second  half  of  1995  and  over  S650 
million  in  1996.  Company  ownership 
of  stores  has  dropped  from  51%  in 
1994  to  45%  in  1996.  That  policy  is 
expected  to  continue  for  years  to 
come,  even  after  the  spinoff.  The 
restaurants  are  now  gushing  cash — 
S800  million  in  1996". 

Company  ownership  did  not  even 
result  in  the  higher  earnings  expected. 
"The  surprise  to  me  is  that  earnings 
from  franchise  royalties  have  been 
roughl)'  the  same  as  earnings  from  the 
owned  restaurants,  without  the  risk  of 
the  capital  investment,"  observes  Karl 
von  der  Heyden,  PepsiCo's  chief 
financial  officer.  Simply  put,  the 
multibillion-dollar  investment  was 
largely  fiitile.  PepsiCo  could  have  had 
much  higher  returns  by  following 
McDonald's  franchising  approach. 

With  a  highly  positive  cash  flow, 
PepsiCo's  restaurants  are  poised  for 
fijrther  profitable  growth  in  a  world 
where  every  year  tens  of  millions  of 
additional  consumers  are  achieving  a 
level  of  affluence  that  will  make  them 
potential  diners-out. 

So  why  get  out  of  restaurants  now.> 
Basically,  Enrico  redefined  PepsiCo's 
business  to  justify  the  spinoff  He 
explains  that  soft  drinks  and  snacks 
are  packaged-goods  businesses,  while 
restaurants  are  a  service  business.  But 
with  the  restaurants  spun  off,  what  is 
left  is  a  superb  snack  business,  an 
also-ran  beverage  business — and  lim- 
ited prospects  for  growth. 

The  company-owned  bottling 
operations  have  now  been  segregated 
into  a  separate  division.  Already 
Lehman  Brothers'  Michael  J.  Branca 
has  pointed  out  that  Pepsi  has  mar- 
gins of  21%  from  sales  of  concentrate 
to  domestic  franchisees,  compared 
with  margins  of  1 1%  from  its  compa- 
ny-owned botders.  It  is  only  a  matter 
of  time  before  analysts  begin 
expounding  on  the  shareholder  value 
that  could  be  created  by  spinning  off 
the  bottling  operation,  as  Coke  did 
with  Coca-Cola  Enterprises. 

Will  Enrico  yield  to  the  pure-play 
arguments  and  take  this  next  step? 
He  says  no,  but  he  also  said  no  to  a 
restaurant  spinoff  just  three  months 
before  he  announced  it. 

And  after  that,  Frito-Lay.^  Enrico 
admits  it  would  command  a  higher 
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stock  multiple  than  PespsiCo  as  a  sep- 
arate company,  but  he  says  that  won't 
happen.  "This  leg,"  he  says,  patting 
his  left  thigh,  "is  Frito-Lay,  and  this 
leg  [patting  his  right]  is  Pepsi-Cola.  1 
gotta  have  two  legs  to  walk,  okay?  If 
those  two  companies  are  split  apart, 
so  am  1.  So  it  ain't  gonna  happen  on 
my  watch,  1  guarantee  you." 

Enrico  says  Frito-Lay  is  PepsiCo's 
equivalent  of  a  nuclear  deterrent. 
"With  Frito-Lay's  market  position 
and  cash  flow,  it  provides  mutually 


assured  destruction,"  he  says.  "If  our 
competitor  were  to  fire  every  gun 
he's  got  and  forgo  short-term  earn- 
ings to  destroy  us,  the  cash  flow  from 
Frito-Lay  would  keep  us  going." 

He  could  have  said  the  same  thing 
about  the  restaurants.  In  seeking  to  win 
short-term  stock  market  gains,  Roger 
Enrico  may  have  broken  up  a  promis- 
uig  marriage.  Not  to  mention  throwing 
away  his  company's  best  growth 
prospects.  And  just  because  he  was  jeal- 
ous of  Coke's  p/e  ratio.  ^M 


Wall  Street  loves  splitups. 

But  what  does  the  record  show  about  them? 

Pepsi's  panacea 


By  John  B^  Hayes 


PepsiCo,  Inc.  shareholders  are 
about  to  get  two  pieces  of  paper: 
one  for  the  new,  pared-down  Pepsi- 
Co and  a  second  for  Tricon  Global 
Restaurants,  now  the  owner  of  Pizza 
Hut,  Taco  Bell  and  kfc. 

PepsiCo  (see  story,  p.  209)  claims 


the  split  is  good  for  shareholders. 
But  like  lemmings  jumping  off  a 
cliff,  the  mindless  pursuit  of  even 
good  ideas  can  be  destructive. 

There's  evidence  that  spinoffs  can 
be  a  good  deal  for  shareholders.  Ac- 
cording to  Steven  Bregman,  senior 
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Spinning  the  wrong  way 


Parent  company/business 


Ikon  Office  SolutionsVoffice  services 

LIN  BroadcastingVcellular  communications 

Etiiyl/chemicals 

Ball/containers 
Ethyl/chemicals 


start 


$41.50 

133.50 

19.75 

30.50 

12.00 


-Price- 


recent 


$23.69 
129.903 

9.00 
34.88 

9.00 


Spinoff 
date 


Spinoff  company/business 


start 


-Price- 


recent 


Allen  Telecom/communications  equipment  28.00  28.06 

Harrah's  Entertainment/casinos  28.25  21.44 

Ryder  System/trucking  25.50  35.75 

Eastman  Kodak/piiotographic  equipment  45.88  62.00 

Burlington  Resources/oil  &  gas  34.50  50.59 


Parent  + 
spinoff 

annualized 
return' 


1/2/97 

Unlsource  Worldwide/paper  distributors 

$20.13 

$19.31 

-45.1% 

12/29/94 

LIN  Television/TV  stations 

22.38 

46.56 

2.2 

7/1/93 

First  Colony'/insurance 

27.50 

36.15^ 

4.2 

4/2/93 

Alltrista/liousewares 

16.75 

27.75 

4.3 

3/11/94 

Albemarle/chemicals 

14.38 

26.69 

4.4 

9/29/95 

TransPro/auto  parts 

11.75 

10.25 

-0.3 

7/3/95 

Promus  Hotel/hotels 

23.00 

43.25 

3.7 

12/7/93 

Aviall/aerospace  &  defense 

14.50 

15.88 

8.6 

1/4/94 

Eastman  Chemical/chemicals 

45.13 

60.63 

8.4 

7/1/92 

El  Paso  Natural  Gas/natural  gas 

24.25 

59.69 

9.7 

Recent  prices  as  of  Sept.  23  or  acquisition  date.  Starting  prices  as  of  spinoff  date.  'Reflects  proportional  ownership  of  spinoff  shares  and  subsequent  splits  and  capital  changes.  ^Formerly  AIco 
Standard.  'Acquired  10/3/95.  "Acquired  11/25/96. 

Sources:  Securities  Data  Corp.;  Forbes. 

What  happens  to  investors  who  stick  with  both  companies  after  a  spinoff?  To  find  out,  we  compared 

the  performance  of  61  parent-spinoff  combinations  with  the  S&P  500.  About  60%  of  the  time, 

an  index  fund  would  have  been  a  better  choice.  The  spinoffs  above  are  some  of  the  worst,  relative  to  the  S&P  500. 


analyst  of  the  Spinoff  Report,  buying 
every  spinoff  since  1990  and  holding 
it  for  three  vears  would  have  re- 
turned an  annualized  31.8%,  18 
points  better  than  the  S&P  500. 

The  implication  is  that  the  market 
values  two  focused  companies  as 
better  than  one  diversified  company. 

Spinoffs  also  attract  a  new  class  of 
shareholders — investors  who  don't 
like  conglomerates.  "It's  extremely 
difficult  to  run  a  conglomerate," 
says  shareholder  activist  Robert 
Monks,  who  got  credit  for  pushing 
Sears  to  spin  off  Dean  Witter  and 
Allstate.  "It's  pretty  obvious,"  says 
he,  "that  from  the  shareholder  point 
of  view  there  is  more  money  to  be 
made  when  a  conglomerate  is  bro- 
ken into  pieces." 

Maybe  so,  but  it  doesn't  follow 
that  splitting  companies  into  discrete 
businesses  is  a  panacea;  American 
business  always  takes  these  fads  too 
far.  Penn  State  academics  James 
Miles  and  Randall  Woolridge,  along 
with  Patrick  Cusatis,  published  the 
first  study  of  long-term  spinoff  stock 
performance  in  the  Journal  of 
tinancial  Economics  four  years  ago. 
Thc\  compared  about  300  parents 
and  spinoffs  with  companies  in  sim- 
ilar industries. 

The  stuJ>  confirms  that  stocks  of 
both  parcni  ard  spinoff  do  well,  but 


not  for  the  reasons  generally  given. 
One-third  of  the  companies  were 
acquired  within  three  years,  at  a  pre- 
mium. The  rest  didn't  perform 
much  better  than  their  peers.  "We 
conclude  that  spinoffs  create  value 
primarily  by  providing  an  efficient 
method  of  transferring  control  of 
corporate  assets  to  acquiring  firms," 
the  report  says. 

Splittmg  diversified  compa- 
nies into  discrete,  "focused" 
businesses  isn't  a  panacea. 
American  business  always 
takes  these  fads  too  far. 
Companies  often  follow 
each  other,  in  lockstep,  like 
lemmings  ofif  a  cliff. 


More  reason  to  question  the  uni- 
versal value  of  spinoffs  comes  from 
an  unpublished  study  by  Karen 
Wruck,  an  associate  professor  at 
Harvard  Business  School,  and  Eric 
Wruck,  a  consultant  at  Wellesley, 
Mass. -based  Econalytics.  Looking  at 
167  spinoffs  completed  between 
1985  and  1995,  the  Wrucks  con- 
cluded that  spinoffs  beat  the  market 
only  because  of  a  few  spectacular 


performances.  The  majorit)^  of  both 
parents  and  spinoffs  did  no  better 
than  the  overall  stock  market.  "It's 
true  that  you'll  do  well  if  you  hold  a 
well-diversified  portfolio  of  spinoff 
stocks.  But  if  you  just  own  a  stock 
that  does  a  spinoff,  and  hold  on  to 
both  pieces,  you  might  get  lucky  and 
you  might  not,"  says  Karen  Wruck. 

We  at  Forbes  did  a  bit  of  data 
tracking  of  our  own.  What  happens 
if  shareholders  simply  hold  on  to 
both  pieces  of  paper  after  the 
breakup.'  Using  data  supplied  by 
Securities  Data  Corporation,  we 
looked  at  61  spinoffs  over  the  last 
five  years  in  which  both  parent  and 
spinoff  had  a  market  capitalization  of 
at  least  $100  million.  Then  we  com- 
pared the  combined  stock  perfor- 
mance of  parent  and  spinoff  with  the 
S&P  500.  Only  40%  outperformed 
the  market;  60%  underperformed. 

Clearly,  some  conglomerates  do 
extremely  well.  General  Electric  is 
certainly  a  conglomerate,  and  it  is 
one  of  the  best-run  businesses  in  the 
world.  And  we  can  think  of  dozens 
of  "focused"  companies  whose  man- 
agements do  a  lousy  job.  Will  Pepsi- 
Co split  in  two  be  \\orth  more  in  the 
long  run  than  a  single,  diversified 
PepsiCo.'  Will  the  managements  per- 
form better.' 

Don't  count  on  it.  ^ 
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The  world  of  business  changes  daily. 
itablished  and  emerging  markets  are  creating 
idless  opportunities  and  wealth  around  the 
orld.  In  the  competitive  msh  towards  the 
ture,  a  dependable,  reliable  and  familiar 
isiness  partner  is  more  important  than  ever. 
At  Gulfstream,  we  have  a  forty  year  heritage 
buildmg  the  finest  long  range,  large  cabin 
'rporate  jets  in  the  world.  That's  what  we  do. 
nd  we  do  it  better  than  anyone  else. 
Simplicity  of  design,  careful  application  of 
vanced  technology,  record  breaking  performance, 


unparalleled  levels  of  productivity,  incredible 
safety  measures  and  the  most  comfortable  cabin 
in  corporate  flight  are  the  constant  hallmarks 
of  Gulfstream. 

Today,  Gulfstream  remains  the  world  leader  in 
corporate  aviation.  The  Gulfstream  IV-SP,*  the 
world's  best-selling  large  cabin,  long  range  jet,  the 
revolutionary,  ultra  long  range  GulfstreamV*'  the 
phenomenal  success  of  Gulfstream  Shares,*' 
world  wide  service  systems,  and  unparalleled 
completions  services  are  all  directed  toward  one 
goal:  helping  nearly  1,000  owners  and  operators 


be  safer,  more  productive  and  more  successful  - 

every  single  day,  the  world  over. 
Call  us  at  (912)965-5555.  www.^jstfearmrmfi.mn 
If  you  want  the  best  there  is,  you  want  a  Gulf  cream? 


THE  WORLD  STANDARD. 

Gulfstream 


Don't  like  competition? 

How  about  getting  laws  passed  to  keep  it  out? 

A  hair-brained  scheme 


By  Gloria  Lau 

This  is  a  little  story  about  how 
stupid  laws,  and  bureaucrats  with 
nothing  useful  to  do,  stifle  the  entre- 
preneurial aspirations  of  a  few  thou- 
sand poor  Americans. 

In  1990  Ali  Rasheed  and  two  part- 
ners opened  a  six-chair  hair-braiding 
salon  near  a  heavily  black  part  of  San 
Diego.  In  opening  the  Braiderie, 
Rasheed  knew  he  was  taking  a  risk. 
Most  of  his  employees  lacked  the 
licenses  that  California  requires  of 
anyone  doing  professional  hair  work, 
but  he  figured  that  since  his  staffers 
merely  braided  hair,  neither  cutting  it 
nor  applying  chemicals,  the  bureau- 
cracy would  ignore  him. 

Rasheed  figured  wrong.  In  1996 
agents  from  the  California  Barber- 
ing  &  Cosmetology  Board  dropped 


in  on  Rasheed's  strip-mall  store- 
front and  ordered  him  to  close  his 
thriving  little  business  down. 

Rasheed  didn't  just  roll  over  or 
take  his  business  imderground,  where 
most   of  the   country's   estimated 


Partners  Marguerite 
Sylva  (left), 
Ali  Rasheed, 
Neusa  Benros 
Braiderie  owners 
refused  to  let 
regulators  shut 
down  their  tiny 
salon,  insisting 
that  they  don't 
use  chemicals  and 
thus  do  no  harm 
to  clients'  hair. 


10,000  hair  braiders  operate.  He  and 
another  braider  from  San  Diego, 
JoAnne  Cornwell,  decided  to  fight 
the  bureaucrats  in  court.  He  enlisted 
help  from  the  Institute  for  Justice,  a 
free-market-oriented  group  in  Wash- 


ington,  D.C.  that  looks  for  such  chal- 
lenges. Rasheed  has  since  been  dis- 
qualified from  the  suit  on  a  tech- 
nicaht)',  but  fello\\'  braider  Cornwell 
is  pressing  on. 

"We're  not  asking  for  a  handout," 
Rasheed  says.  "We  have  a  constitu- 
tional right  to  earn  a  living." 

Braiding  is  increasingly  popular 
with  U.S.  blacks.  It's  a  lot  cheaper 
than  the  chemical  hair-straightening 
done  in  beauty  salons,  which  requires 
a  touch-up  about  every  four  weeks, 
for  an  average  monthly  cost  (exclud- 
ing cutting  and  st\'ling)  of  around 
$100.  Braids  need  maintenance  only 
once  every  ten  weeks,  trimming  the 
cost  to  $50  a  month. 

Licensed  beauty  salon  staffers  gen- 
erate several  billion  dollars  annually 
from  straightening  hair  with  chemi- 
cals. That's  a  nice  business.  Who 
wants  a  bunch  of  hair  braiders  cutting 
in  on  a  good  thing  like  that?  The  hair 
care  establishment  is  using  the  licens- 
ing laws  to  scare  away  the  hair 
braiders. 

Cosmetology  training  programs, 
required  in  nearly  all  states,  arc  big 
business,  too.  In  California  a  license 
to  do  people's  hair  typicallv  requires 
shellmg  out  around  $6,000  for  1,600 
hours  in  cosmetology  classes.  Total 
classroom  revenues  and  test  admis- 
sion fees  in  California  alone  came  to 
$544  million  in  1995,  the  latest  year 
for  which  data  are  available.  More 
reason  for  the  cosmetology  establish- 
ment to  want  to  put  the  braiders  out 
of  business.  So,  in  the  guise  of  pro- 
tecting the  ptiblic,  you  get  laws 
passed  that  keep  out  the  competition. 

Ali  Rasheed  and  other  braiders 
insist  that  the  marketplace  is  better 
than  state  licensing  boards  at  regu- 
lating braiders.  "It's  simple,"  he 
says.  "If  I  mess  up  your  hair,  you 
don't  come  back.  You  spread  the 
word.  And  very  quickly  I'd  be  out 
of  business." 

The  lawsuit  Rasheed  helped  initi- 
ate is  now  before  a  federal  court, 
which  denied  the  state's  motion  to 
dismiss  the  case  in  May.  The  bureau- 
crats have  hinted  at  compromise,  but 
the  braiders  are  pressing  for  a  full 
victory. 

"We've  got  our  sweat,  our  blood, 
our  hopes  and  dreams  in  this  busi- 
ness," says  Rasheed.  ^M 
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Switching  Jobs  Can  Have  An 
Unfortunate  Effect  On  Your  Retirement  Savings. 


Don't  Lose  40%  Or  More  Of  Your  Retirement  Plan  To  Taxes  And  Penalties. 
Call  For  Your  Free  Information  Kit  Today. 


T.  Rowe  Price  can  help.  Call 
for  our  free  kit  on  managing  the 
payout  from  your  former  employer's 
retirement  plan.  The  kit  clearly 
explains  the  pros  and  cons  of  all 
the  distribution  options,  so  you 


Maniipiii^  Vntir 

Rciircmrm 

Dbtnbiidoii 


can  decide  what's  best  for 
you.  Because  we'd  hate  to 
see  your  retirement  plan  go  all 
to  pieces. 

1-800-541-6215 


Invest  With  Confidena' 

T.RoweR-ice 


'Ik 


Request  a  prospectus  witti  more  complete  information,  including  management  fees  and  other  charges 

and  expenses.  Read  it  carefully  before  you  invest  or  send  money 

I  Rowe  Price  Investment  Services,  Inc.,  Distributor  iraro38264 
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Media  and  Politics 

Insightful  coverage  of  the  media 
profession,  its  biases,  its  shortcomings 
and  its  successes  in  covering  tlie  news. 
Also,  the  politics  of  cyberspace  and 
the  policy  decisions  and  legal  precedings 
shaping  the  character  and  market 
of  the  Internet, 


Minolta  beats  all  othe 


Only  from  the  mind 
of  Minolta 

comes  a  line  of  copiers 
you'll  call  the  Do-lt-AII. 
Presenting  thie  new 
Unlimited  Edition 
CS/Pro  high  volume 
office  copiers. 


One  v€/ 
satisfie 
custonr  r 
here. 
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-hole  punched^ 
^here. 


1^^ 


For  years,  Minolta  has  been  helping  you 

with  great  copiers.  Now  we'll  help  you  turn  out 

a  finished  product  any  way  you  wish 

with  finishing  technology  no  one.con  duplicate. 

Prepare  presentations  in  any  format. 

Generate  reports  hole-punched,  stapled, 

sorted  and  stacked  in  unlimited  quantities. 

This  is  the  start  of  a  new  era  of 
copier  breakthroughs  from  the  mind  of  Minolta. 
And  we're  just  getting  started  finishing  off 
the  competition,  To  learn  how  you  con  finally 
Do-lt-AII,  contact  Minolta  today 

1  -800-9-MINOLTA  wwwMinoltaUSA  com 


Copiers 

Cameras 

Faxes 

Digital  Systems 

Document  Imaging 

Laser  Printers 

Binoculars 
Color  Sensors 

Only  from  the  mind 
of  Minolta 
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What  do 
teenagers  want.^ 


BY  DIANE  RAUITCH 


Diane  Ravitch  is 
a  historian  and 
a  Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


The  Public  Agenda  Foundation  in  New 
York  City  has  released  a  remarkable  study 
called  "Getting  By:  What  American  Teenagers 
Really  Think  About  Their  Schools."  Using  a 
combination,  of  polling  and  focus  groups, 
PubUc  Agenda  concludes  that  American 
teenagers  want  higher  academic  and  behav- 
ioral standards  in  their  schools.  Most  young- 
sters— ^white,  black  and  Hispanic — agree  that 
the  schools  expect  htde  of  them.  They 
respond  by  doing  just  enough  in  school  to 
meet  these  minimal  expectations.  The  great 
majority  said  that  they  could  do  better  in 
school  if  they  tried  harder. 

This  study  direcdy  challenges  the  view 
prevalent  among  many  social  scientists,  and 
frequendy  cited  in  the  media,  that  black 
youngsters  sneer  at  those  who  do  well  in 
school  as  "acting  white."  Black  teenagers 
express  great  respect  for  highly  educated 
people  and  overwhelmingly  say  that  they  want 
to  do  well  in  school.  Even  more  than  white 
students,  black  students  complain  about  a  lack 
of  emphasis  on  "the  basics"  and  about  poor 
teaching.  They  tend  to  dislike  it  when  kids  get 
promoted  who  don't  deserve  it. 

Teenagers  want  an  orderly  and  well-disci- 
plined environment  for  learning.  Seven  out  of 
ten  say  that  there  are  too  many  disruptive 
youngsters  in  their  classes,  and  82%  say  that 
these  troublemakers  should  be  removed  from 
regular  classes  so  that  others  can  learn.  Half 
the  teenagers  say  that  too  many  students  get 

Are  American  teenagers  just  lazy? 
Or  have  we  failed  to  make 
the  right  demands  on  them? 


away  with  being  late  and  not  doing  their  work. 
Half  say  that  their  schools  don't  challenge 
them  to  do  their  best.  One  teenager  said: 
"You  can  just  glide  through.  You  can  copy 
somebody's  homework  at  the  beginning  of  the 
period.  I  mean  you  can  do  whatever  you  want. 
.  .  .  They  practically  hand  you  a  diploma." 

In  short,  if  the  students  goof  off,  it  is 
mostly  because  it  seems  to  be  the  thing  to 


do — and  the  school  authorities  don't  tell 
them  otherwise.  They  are  not  encouraged  to 
think  of  a  college  education  as  anything 
except  a  route  to  a  credential  that  in  turn  will 
lead  to  a  better  job.  In  that  environment 
most  will  work  just  hard  enough  to  get  the 
credential.  The  vast  majority  don't  under- 
stand why  they  should  study  history  or  htera- 
ture  or  science  or  math.  Love  of  learning 
seems  to  be  unknown  to  them. 

The  schools  seem  to  have  convinced  stu- 
dents that  nothing  is  more  important  than 
self-esteem.  Close  to  90%  believe  that  "feeling 
good  about  themselves"  will  help  them  do 
better  in  school,  and  that  it  is  more  important 
that  completing  their  schoolwork.  It  would 
have  been  better  to  encourage  them  to  build 
self-esteem  by  doing  better  in  school  rather 
than  regarding  self-esteem  as  an  end  in  itself 

Students  in  private  schools  have  a  far  more 
positive  attitude  about  their  school  than  do 
students  in  public  schools.  Private  school  stu- 
dents are  far  less  hkely  to  complain  about  the 
absence  of  challenge.  They  are  far  more  posi- 
tive about  their  teachers,  and  they  report  an 
atmosphere  of  mutual  respect  between  stu- 
dents and  teachers. 

American  teenagers,  reports  Public 
Agenda's  executive  director,  Deborah 
Wadsworth,  "hunger  for  structure,  discipline 
and  more  rigorous  standards.  They  complain 
bitterly  about  lax  instructors  and  unenforced 
rules.  Many  feel  insulted  at  the  minimal 
demands  placed  upon  them.  They  state 
unequivocally  that  they  would  work  harder  if 
more  were  expected  of  them." 

This  report  is  a  cry  for  help  from  kids  who 
want  to  be  protected  from  the  dangers  of  teen 
culture,  especially  from  drugs  and  violence, 
teasing  and  cliques.  These  youngsters  want 
schools  that  challenge  them,  set  high  expecta- 
tions, reinforce  good  character  traits  and 
punish  bad  behavior. 

It  is  hard  to  read  "Getting  By"  without 
feeling  angry.  We  grownups  have  cut  these 
youngsters  adrift,  denying  them  the  moral 
structures  that  they  need  and  leaving  them 
prey  to  the  amoral  "guidance"  provided 
by  television  and  the  movies.  We  are  let- 
ting the  kids  down,  and  we  are  letting  the 
country  down.  IB 
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"SalesLogix 

S  A  TRUE  SALES  AUTOMATION  TOOL 

THAT'S  AS  EASY  TO  USE  AS  ACT! 
I  OUGHTA  KNOW." 


Pat  Sullmn  is  Praident  and  CEO 
ojSaksLogix  Coiqi  Before  kunch- 
ing  SakiLoglx,  Pat  was  co-jounder 
and  CEO  o)  Contact  Software  Intl, 
the  orig^inal  developer/marketer  oj 
ACT!  and  creator  ojthe  contact 
management  category. 


Along  with  an  airay  of  contact 
management  jeatiircs,  you  get 
sales  automation  that's  easily 
customized  to  worh  the  way  you 
do.  You  can  manage  accounts,  nwve 
deals  through  thepipelme,  even 
synchronize  data  via  the  Internet. 


^'Ever  wonder  why  they  call  ii 
ales  Force  Automation  software? 

Because,  until  now;  you  had  to 
>rce  your  sales  people 'to  use  it. 

Sales  people  hate  the  whole 
lea  o{  sales  automation.  And  they 
espise  most  SFA  software.  They'd 
uher  just  keep  on  using  a  simple 
3ntact  manager  like  ACT!' 

Which  makes  me  smile  because, 
5  you  can  see  from  the  blurb  at 


the  top  of  this  page,  I  had  a  lot  to  do 
with  its  development  and  success. 

So  it  wont  surprise  you  that 
SalesLogix"  looks  and  feels  much 
like  ACT!  But  youll  be  amazed  that 
a  system  this  easy  to  use  gives  vou 
the  power  to  transform  a  bunch  of 
mavericks  into  a  cohesive  team. 

Your  sales  force  won't  just  use 
SalesLogix.  They'll  love  it. 

And  so  will  you.  Because,  in 
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addition  to  being  affordable,  it 
delivers  all  the  automation  you've 
been  craving,  including  sales 
forecasting,  graphical  customized 
reports,  group  scheduling  and  the 
ability  to  share  data  across  your 
entire  sales  organization. 

For  a  free  demo  disk  introducing 
the  next  generation  of  sales  soft- 
ware, act  now.  Call  800-540-7092 
or  visit  vww.saleslogix.com," 
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LOW-COST    PROTECTION 


Sure,  your  life  is  going  to  change. 
But  the  cost  of  your  Hfe  insurance 
doesn't  have  to. 
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ometimes,    life 
makes    you    rethink 


Make  another 
smart  financial 
move  and  talk  to 
your  Transamerica 
'^      representative. 
Or,  call  us  toll-free 
to  get  a  brochure  on  a  variety  of 


your  financial  strate- 
gies. Like  the  need 
lor  hjw-cost  insur- 
ance coverage.  With 
Transamerica,  you  choose  the 

term   life  insurance  product*  that        term  insurance  alternatives 
fits  your  lifestyle  and  budget.  that  may  fit  your 

Then.  h)(k  in  your  premium  for 
10,  15,  20  or  even  30  years. 
We  can  show  you  how  to  get  the 

life  insurance  coverage  you  need,        visit  us  online  at 
at  a  cost  you  can  afford.  www.transamerica.com. 

Call  1-800-945-8490  ext.  114 
THE     PEOPLE     IN     THE     PYRAMID     ARE     WORKING     FOR     YOU'" 


life  .  .  .  no  matter 
how  it  changes. 
You  can  also 


Transamerica 


LIFE  INSURANCE         ASSET  MANAGEMENT 

'Not  all  products  are  available  in  all  junsdictlons 
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When  Wuhan  municipality  couldn't  get  a  bridge  built,  Cheng  Yu-tung  showed  it  how. 

Capitalist  iroadeir:  Cheng; 


By  Bernard  Condon 
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I  Yu-tung  goes  west 


JEBEEiAY 


Eastern  China's 
Northern  Ring  Road 
After  Tiananmen 
Cheng  invested, 
it's  liis  biggest 
profitmalter. 
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The  mayor  of  Wuhan,  Zhao  Bao- 
jiang,  was  in  a  panic.  He  had 
promised  the  7  million  people  of 
this  congested  industrial  city  in 
China  a  new  bridge  across  the 
Yangtze  River.  And  all  he  had  to 
show  for  it  were  a  half-dozen  pil- 
mgs  sticking  our  of  the  brown  river 
waters.  There  was  no  money  to 
continue  construction. 

It  was  1993,  and  capitalism  had 
only  just  begun  to  creep  into  the 
Wuhan,  region.  Still,  the  mayor 
thought,  look  what  private  enterprise 
has  done  in  Hong  Kong.  He  con- 
tacted Cheng  Yu-tung,  founder  of 
Hong  Kong-based  New  World 
Development. 

The  mayor  sketched  the  revenue 
potential  of  the  city's  existing  two 
bridges  plus  this  new  one:- 40,000^. 
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cars  a  ^lay  crossing  and  paying  tolls. 
Cheng  inspected  the  site,  did  some 
quick  mental  arithmetic  and  on  the 
spot  promised  the  mayor  $20  million 
to  finish  the  bridge.   New  World 
Development   would   finance   and 
operate  the  bridge,  splitting  owner- 
ship and  tolls  with  Wuhan's  city  hall. 
Cheng  knew  something  the  mayor 
didn't  know:  that  the  traffic  estimates 
were  way  too  low.  Cheng  figured  that 
80,000  cars  and  trucks  would  cross 
the  bridges  every  day,  not  40,000. 
The  new  bridge  opened  for  business 
in  June  1995,  and  today  the  three 
charge,  on  average,  90  cents  in  tolls 
to  each  of  the  over  90,000  vehicles 
daily  Cheng  is  probably  getting  aver- 
age cash  flow  returns  of  at  least  20% 
a  year  on  the  capital  he  has  tied  up  in 
the  project. 


The  bridge  deal  led  to  others. 
Cheng  is  now  Wuhan's  partner  in 
much  of  its  new  construction, 
including  housing  for  150,000 
people,  a  department  store,  a  52- 
story  office  tower,  a  162-room 
hotel — all  handsome  additions  to 
Cheng's  fortune,  which  Forbes  esti- 
inate.s_at_$ 6 . 5  billion  (see  our  Inter- 
national 500  RanBn£fs;'July  7):— — 

Cheng  smiles  but  won't  confirm 
our  estimate:  "If  you've  got  good 
relations  in  the  world,  you  can 
achieve  things  smoothly" 

Now  72,  Cheng  is  an  elementary- 
school  dropout  who  emigrated  from 
China's  Guangdong  province  to  the 
Portuguese  island  of  Macao,  then  to 
nearby  Hong  Kong,  nearly  60  years  - 
ago.  He  married  a  woman  whose 
father  owned  a  fewjeweky^tores  on 
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Its  all  happeninei  right  now. 
And  it  could  only  happen  here 


ITS    STOCK   IN 


Cheng  Yu-tung 
School  dropout 
turned  jeweler 
turned  tycoon. 
This  72-year-ofd 
is  worth  $6.5  bil- 
lion, thanks  in 
part  to  close  ties 
to  China.  Can 
he  make  money 
farther  inland, 
too?  -The 
population 
is  huge.  They 
haven't  built 
enough 
infrastructure 
yet." 


the  islands.  In  the  1960s  and  1970s 
Cheng  built  them  into  Hong  Kong's 
largest  jewelry  chain,  then  branched 
into  real  estate:  apartments,  office 
buildings  and  hotels,  the  building 
blocks  of  most  Hong  Kong  billion- 
aires' fortunes. 


China  rivals 


In  1985  Cheng  got  interested  in 
infrastructure  projects.  He  took 
stakes  in  Hong  Kong's  busiest  con- 
tainer terminal  and  the  world's  largest 
container  storage  sight  nearby. 

The  Tiananmen  Square  massacre  in 
1989  scared  away  a  lot  of  investors, 


Company 

Price 

Price 

appreciation 

(latest  12  mos) 

Market 

capitalization 

($mil) 

Price/earnings* 

Cheung  Kong  infrastructure 

$2.93 

79% 

$6,602 

19.3 

GZI  Transport 

0.46    . 

J 475 

19.9 

New  World  Infrastructure 

2.66 

16 

2,340 

22.9 

Road  King  Infrastructure 

0.88 

10 

477 

10.4 

Zhejiang  Expressway 

0.28 

-13** 

405 

43.5 

*Based  on  estimated  earnings  tor  the  next  reported  fiscal  year.  tSince  IPO  on 

May  15.  **Since  IPO  on 

Jan.  30. 
Source:  Bloomberg  LP. 

New  mainland  firms  GZI  and  Zhejiang  may  be  winning  deals  from  their  three  Hong 
Kong  rivals,  but  their  stock  drops  tell  a  different  story:  untested  and  too  small. 


but  Cheng  figured  it  was  just  a  set- 
back on  an  irreversible  journey 
toward  economic  liberalization. 
Cheng  offered  to  invest  $40  million 
in  a  section  of  a  toll  road  around  the 
cit}'  of  Guangzhou  (pop.  6.5  million) 
in  southeast  China.  The  Chinese 
appreciate  people  who  stick  with 
them  when  others  shun  them.  Step- 
ping in  when  he  did  earned  Cheng 
friends  and  excellent  terms  on  the 
project.  The  toll  road — Northern 
Ring  Road — is  one  of  China's  most 
profitable  infrastructure  deals.  Today 
Cheng  has  16  toll  roads  in  China. 

If  the  timing  is  right  and  the 
usage  estimates  are  accurate,  infra- 
structure projects  like  these  can  be 
extremely  lucrative.  (Mexico's 
much-publicized  toll  road  financial 
disaster  occurred  because  the  traffic 
estimates  were  far  too  high.)  Here's 
how  they  work: 

Suppose  Cheng  agrees  to  invest 
$100  million  to  help  finish  the 
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*1f  youVe  got  good 
relations  in  the  world, 
you  can  achieve  things 
smoothly." 


construction  of  a  toll  road.  His 
publicly  traded  (in  Hong  Kong) 
company,  New  World  Infrastruc- 
ture, will  borrow  the  money  in 
Hong  Kong.  Rated  BBB-  by  s&P, 
New  World  can  borrow  five-year 
money  at  85  basis  points  over  the 
Hong  Kong  Interbank  Offer  Rate, 
or  about  8%.  That's  generally 
cheaper  than  Chinese  municipali- 
ties have  been  able  to  borrow  at,  if 
they  can  borrow  at  all. 

Cheng  then  lends  some  70%  of 
what  he  borrows  to  the  municipality 
at  about  10%,  creating  a  positive 
spread  of  200  basis  points  on  the 
debt  portion  of  the  project's  capital. 
The  remaining  30%  ($30  million  in 
our  hypothetical  example)  Cheng 
invests  as  equity  in  the  deal. 

Here's  the  beautiful  part.  The 
project's  toll  fees  are  calculated  to 
generate  discounted  annual  average 
returns  of  20%  to  25%  on  the  proj- 
ect's /-o/^flt/ capital  investment.  Thus 
the  project,  including  the  service 
on  the  debt  (held  by  Cheng), 
throws  off  $20  million  to  $25  mil- 
lion on  average  each  year. 

Is  the  municipality  getting  the 
short  end?  Not  really.  The  city  lacks 
both  the  credit  and  the  experience 
needed  to  get  the  job  done. 

In  its  fiscal  year  that  ended  June 
30  New  World  Infrastructure  prob- 
ably earned  $80  million  or  so,  up 
50%  over  fiscal  1996.  Cheng  split 
the  company  off  from  parent  New 
World  Development  in  October 
1995;  the  parent  company  owns 
hotels,  apartments  and  commercial 
buildings,  while  the  spinoff  owns  the 
bridges,  roads  and  other  infrastruc- 
ture interests. 

New  World  Infrastructure's  stock 
market  capitalization  has  climbed 
from  $1.2  billion  to  a  recent  $2.3 
billion.  Parent  company  New  World 
Development  owns  57%;  U.S. 
investors  include  Putnam,  Fidelity 
and  GT  Global. 

Capital  abhors  a  vacuum  and 
loves  a  high  margin,  which  is  why 
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INCOME  STOCKS 
FOR  LOWER  RISK 


HOW  $10,000  INVESTED  6/30/87 
WOULD  HAVE  GROWN" 


20,(XX)- 


10.111  IM 


I  Equity  lni:t)mc  Fund 
I  Lippcr  Equity  Income  Funds 
Average 


T.  Rowe  Price  Equity  Income  Fund,  one  of  our  most  con 
servative  stock  funds,  seeks  substantial  income  and  capital 
growth  over  time  with  reduced  risk.  The  fund  invests  in  divi- 
dend-paying stocks  of  established  companies.  This  dividend 
emphasis  offers  investors  three  important  advantages: 
reduced  volatiHty,  relatively  steady  income,  and  enhanced 
total  return  through 
the  reinvesting  and  com- 
pounding of  dividends. 

A  strategy  that  has  out- 
performed Lipper  and 
earned  Morningstar's 
iiighest  rating.  The 

fund  has  consistently 
outperformed  its  Lipper 
Category  Average.  And,  it 
was  awarded  a  five-star  (*****)  rating  for  its  overall  risk- 
adjusted  performance  by  Morningstar.  The  fund  was  rated 
among  2,073;  1, 160;  and  626  domestic  equity  funds  for  the 
3-,  5-,  and  10-year  periods  ended  8/31/97,  respectively.** 

If  you  want  the  return  potential  of  stocks  but  would  like  to 
reduce  your  exposure  to  the  ups  and  downs  of  the  market,  this 
fund  may  be  an  appropriate  addition  to  your  portfolio.  Past  per- 
formance cannot  guarantee  future  results.  $2,500  minimum 
($1,P00  for  IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-6428 

www.  trowepnce.  com 


Invest  With  Confidence 

T.RowePtice 


27.72%,  18.58%,  and  14.36%  are  the  fund's  average  annual  total  returns  for  the  1-,  5-,  and  10-year  periods 
ended  6/30/97,  respectively.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain 
distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at 
original  purchase. 

**Morningstar  proprietary  ratings  reflect  historical  risk-adjusted  performance  as  of  8/.31/97.  These  ratings  may  change 
monthly  and  are  calculated  from  the  fund's  3-,  5-,  and  10-year  average  annual  returns  in  excess  of  90-day  Treasury  bill 
returns  with  appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  Treasury  bill 
returns.  The  fund  received  5  stars  for  the  3-,  5-,  and  10-year  periods.  Ten  percent  of  the  funds  in  an  investment  category 
receive  5  stars. 
Read  the  prospectus  carefully  before  investing.  T  Rowe  Price  Investment  Services,  Inc.,  Distributor.  e!F0,^826'> 


So  long, 
Guangdong 

Cheng  is  moving 
north  and  west, 
but  will  these 
regions  prove 
as  profitable? 


Russia 


Uke 
Baikal 


Kazakhstan 


Lake 
Balkhash 


Heilongjiang 


Mongolia 


Kyrgyzstan 


Xinjiang 


Inner  Mongolia  Jilin 

•  Liaoning . 

Beijing^        y/  y'      * 

Tianjin'f^     '' 


Per  capita 
disposable  income: 
$482 

GDP: 

$42.6  billion 


Per  capita 
disposable  income: 
$577 
GDP: 

$19.4  billion 


Gansu 


Sichuan 

^Chengdu 


Ningxia       Shanxi 

Shandong 

Jiangsu 

Henan    Anhui 
Shaanxi  ^_^ 

Shanghai^ 
Hubei  ^ 

Wuhan' 

Zhejiang 


Guizhou      """^" 


Guanpi    Gua^gdor^/  /Taiwan 

Guangz^iOHong  Kong 

\  Hainai 


^"y   South  China 
Sea 


Per  capita 
disposable  income: 
$447 

GDP: 

$33.7  billion 


Per  capita 
disposable  income: 
$398 

GDP: 

$13.2  billion 


Per  capita 
disposable  income: 
$896 

GDP: 

$64.8  billion 


500  Miles 


Thailand 


Philippines 


Note:  1995  fieures. 

Cheng  is  suddenly  facing  some  stiff 
competition  from  some  of  the  main- 
landers  with  whom  he's  been  doing 
business.  If  Cheng  can  raise  capital 
in  Hong  Kong,  mainland  officials 
figure,  why  don't  we  do  it  ourselves 
through  an  IPO  and  pocket  the  prof- 
its that  now  go  to  New  World.> 


In  the  past  12  months  quasi-pri- 
vate companies  controlled  by  Chi- 
nese cities  and  provinces  (Forbes, 
Oct.  21,  1996)  have  raised  billions  in 
public  offerings  in  Hong  Kong.  Sev- 
eral of  these  companies — Zhejiang 
Expressway,  China  Overseas,  Shang- 
hai Industrial — are  now  bidding  on 


Source:  China  Statistical  Handbool(. 

the  kind  of  projects  New  World  has 
done  and  accepting  lower  returns. 
China  also  has  begun  to  pit  compa- 
nies against  each  other  in  a  formal 
bidding  process,  which  lowers 
returns  for  everyone.  A  consortium 
led  by  Electricite  de  France  beat  out 
a  team  led  by  New  World  Infrastruc- 


Do  as  I  do 

There  are  two  easy  ways 
to  become  a  minority 
partner  of  Hong  Kong 
billionaire  Cheng  Yu- 
tung.  You  can  buy  spon- 
sored, over-the-counter- 
traded  adrs  in  his  New 
World  Development 
(recent  price:  $12.38).  Or 
you  can  invest  in  Cheng's 
New  World  Infrastructure. 
It  recendy  traded  in  Hong 
Kong  at  around  U.S. 
$2.70  a  share. 

The  infrastructure  com- 
pany is  the  riskier  play.  It's 


down  16%  from  its  May 
high,  and  now  trades  at  a 
2%  discount  to  estimated 
net  asset  value  (basically 
future  cash  flows  discount- 
ed to  the  present  and  capi- 
talized at  17%) — but  for 
good  reason.  New  rivals 
are  eating  into  the  compa- 
ny's business  (see  story). 
Cheng  plans  to  step  up  his 
activities  in  provinces 
where  the  competition 
isn't  as  rough,  but  doing 
so  may  result  in  diminish- 
ing reuirns,  at  least  in  the 
near  term. 

Now  look  at  the  parent 
company.  New  World 


Development.  It  owns 
and  operates  myriad 
Hong  Kong  hotels  and 
other  real  estate  ven- 
tures— as  well  as  many 
of  the  hotels,  ports, 
housing  blocks  and  other 
noninfrastructure 
investments  Cheng  has 
made  in  China. 

It  also  owns  a  chunk  of 
infrastructure  projects  in 
China  through  its  57% 
ownership  of  New  World 
Infrastructure. 

A  number  of  smart  U.S. 
investors — among  them 
Putnam,  Fidelity  and  GT 
Global — recently  picked 


up  some  New  World 
Infrastructre  shares  in  a 
private  placement.  But  if 
we  had  to  choose  we'd  go 
wth  the  parent.  New 
World  Development.  In 
saying  this,  we  are  heart- 
ened to  see  that  Cheng 
Yu-tung's  personal  money 
is  all  in  the  $12  billion 
(current  market  capitaliza- 
tion) parent  company.  He 
owns  36%,  which  gives 
him  a  21%  indirect  inter- 
est in  $2.3  billion  (market 
cap)  New  World  Infra- 
structure. 

When  in  Rome.  .  .  . 

-B.C.     H 
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Where  would  you  like  that  delivered? 


We're  probably  not  the  first  state  to  promise 


you  the  moon.  But  we  are,  perhaps,  more  qualified 


than  most  to  follow  through  on  it.  Mississippi  has 


an  aggressively  pro-business  environment.  And, 


given  our  long-standing  tradition  of  cooperation 


between  business  and  government  leaders,  you'll 


have  the  opportunity  to  establish  relationships 


destined  to  last  long  after  the  negotiations.  ■  Call 


1-800-340-3323  to  hear  exactly  what  we  have  to 


offer  Who  knows?  We  might  be  persuaded  to 


throw  in  the  stars,  as  well. 


Mississippi.  We  can  do  that. 


Mississippi  Department  of  Economic  and  Community  Development  •  P.O.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www.mississippi.org 
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It  happens  daily.  Performance  improves.  Productivity 
increases.  And  problems  become  opportunities. 
All  because  people  have  been  given  the  tools  they 
need  to  succeed. 

At  Compaq  we  believe  in  the  power  of  people,  and 
what  intelligent  technology  can  do  for  them.  It's 
demonstrated  in  every  innovation  we've  designed 
into  the  new  Compaq  Deskpro. 

Inside  the  Deskpro  series,  you'll  find  powerful 
^ovations.  Innovations  that  can  satisfy  your 
company's  changing  needs.  Like  Intel  Pentium*'  II 
processors,  so  your  employees  can  do  more,  faster.' 
Improved  Intelligent  Manageability,  so  you  can 
manage  your  network  with  ease  and  lower  your  total 
cost  of  ownership.  Ultra  ATA  hard  drives  for  ultra-fast 
transfer  rates.  And  a  24X  MAX  CD-ROM^  for  dramati- 
cally increased  performance. 

There's  even  an  innovative  new  delivery  model, 
^ith  ODM,  Compaq's  Optimized  Delivery  Model, 
your  Deskpro  will  be  built  to  order.  You'll  get  Compaq 
quality,  Compaq  innovationand  Compaq  reliability 
at  new  aggressive  prices. 

For  more  information  about  the  Deskpro  series,  con- 
tact your  local  reseller  or  visit  us  at  www.compaq.com/ 
products/desktops/  And  find  out  how  you  can 
harness  your  company's  greatest  power— its  people. 
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ture  and  Swiss  giant  abb  Asea  Brown 
Boveri  to  finance  a  power  plant  in 
Guangxi  province.  The  French  com- 
pany asked  for  12%.  New  World  was 
holding  out  for  15%. 

A  few  new  Chinese  infrastructure 
companies,  playing  off  their  gov- 
ernment ties,  have  simply  taken  the 
place  of  Cheng  as  an  equity  part- 
ner, with  the  same  generous 
returns. 

Take,  for  example,  GZi  Trans- 
port. It  went  public  in  Hong  Kong 
in  January  but  is  still  controlled  by 
the  government  of  Guangzhou. 
The  company  recently  announced 
it  would  invest  $63  million  in  a 
bridge  and  four  roads  around  the 
city  for  an  average  Cheng-like 
return  of  20%  on  invested  capital 
each  year  over  25  years. 

How  did  GZI  get  such  a  good  deal? 
"The  Guangzhou  government  has 
two  pockets,"  explains  Sophie  Yan, 
GZl's  executive  managing  director. 
"In  the  left  pocket  it  has  all  the  [toll 
roads].  In  the  right  it  has  GZi  Trans- 
port. It  moves  what's  in  the  left  to 
the  right.  But  it  still  ultimately  owns 
the  roads." 

Cheng's  response  to  all  the  new 
competitors?  He'll  go  where  they 
aren't  yet  venturing.  "The  [munici- 
pally controlled  companies]  are 
mostly  in  Beijing  and  Shanghai,  but 
there  are  lots  of  provinces,"  says 
Cheng.  "The  population  in  China  is 
huge — 1.2  billion  Chinese.  They 
haven't  built  enough  infrastructure 
yet."  The  company  says  that  it  plans 
to  announce  deals  in  the  provinces  of 
Shanxi,  Guangxi  and  Sichuan  (see 
map,  p.  234). 

Moving  north  and  west  lands  New 
World  in  more  difficult  territory.  In 
Sichuan,  where  Cheng  hopes  to 
build  a  road  around  the  provincial 
capital,  Chengdu,  per  capita  dispos- 
able income  in  1995  was  $482, 
versus  Guangdong's  $896.  Vehicles 
per  1,000  people:  8  in  Chengdu 
versus  21  in  Guangzhou. 

In  short,  new  projects  are  unlikely 
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to  generate  the  kind  of  traffic 
Cheng's  Wuhan  bridge  did.  To  keep 
busy.  New  World  will  have  to  learn 
how  to  make  money  from  smaller 
projects.  Wliich  is  why  New  World  is 
picking  up  new  skills.  It  has  allied 
itself  with  French  giant  Suez  Lyon- 
naise  des  Eaux  to  buy  into  water- 
treatment  plants.  In  partnership  with 


Cheng  talks  about  profits  outside  coastal  provinces.  Can  he 
deliver?  In  Sichuan,  disposable  incomes  are  about  half 
those  in  Guangdong.  Vehicles  per  thousand:  8  versus  21. 


238 


csx's  shipping  subsidiary.  Sea  Land,  it 
is  setting  up  warehouses  along  major 
roads.  To  copper  its  bets,  Ne\\'  World 
is  acquiring  big  equity  stakes  in  the 
Chinese  companies  that  are  compet- 
ing against  it. 

Is  New  World  worried  about  the 
problems  of  dealing  with  China's 
sometimes  arbitrary  governments? 
New  World  Infrastructure  executive 
Douglas  Chan  answers:  "If  a  guest 
comes  with  the  intention  of  helping 
your  whole  family,  you  must  give 
him  the  best  in  the  house."  So  far 
New  World  has  been  given  the  royal 
treatment.  ^M 
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Take  advantage  of 
the  new  IRA  laws 


dltai^    T^    T  RowE  Price 

1;Re  port 


Sp«cial  Report:  Th«  New  Tax  Legislation 


T.  Rowe  Price  introduces  two  new  tools  to  help 
you  maximize  your  after-tax  retirement  income. 

The  T.  Rowe  Price  IRA  Analyzer '^'^  software  and 
Price  Report  clearly  describe  the  new  IRA  rules  and 
their  benefits.  These  two  tools  help  you  assess: 

•  Which  type  of  IRA  could  maximize  your 
after-tax  retirement  income; 

•  The  amount  you  can  contribute  to  each 
type  of  IRA; 

•  If  you  should  convert  your  existing  IRA  to 
the  Roth  IRA. 

The  Price  Hepofl— Clear.  Concise.  Complimentary. 

This  valuable  newsletter  can  be  requested  free  of  charge 
and  includes  worksheets  so  you  can  calculate  which  IRA 
may  provide  the  most  after-tax  retirement  income.  You  can 
also  read  the  Price  Report,  with  interactive  worksheets, 
on  our  Web  site  at  www.troweprice.com/iraworksheet. 

Our  IRA  Analyzer  can  do  it  all  on  your  PC— making 

your  analysis  more  accurate  and  rapid.  The  software 
includes  advanced  features,  such  as  incorporating  the 
impact  of  required  distributions  at  age  ZO'/i  and  allowing 
for  full  or  partial  conversions  to  the  Roth  IRA. 

Update  your  retirement  savings  strategy  today.  To 

order  your  IRA  Analyzer  for  only  $9.95,  or  to  request  your 
free  Price  Report,  call  T.  Rowe  Price — the  mutual  fund 
company  that's  recognized  for  developing  highly  effective 
retirement  planning  tools. 

1-800-332-6407 

www.  troweprice.  com 

Software  available  on  hoth  CD  and  diskette. 
Available  for  PCs  only. 


Invest  With  Confidence® 

T.RoweR'ice 


orun  thel  Rowe  Price  IR.\  Analyzer,  you  need  an  IBM -compatible  PC  running  Windows' .^.1  or  above.  A  486  processor  or  greater  is  recommended.  You  also  need  4  MB  free  space 

iid  8  MB  of  R.\M.  A  V(iA  monitor  with  256-color  or  better  video  card  is  required. 

or  more  complete  information  about  T.  Rowe  Price  funds,  including  charges  and  expenses,  call  for  a  prospectus.  Read  it  carefully  before  investing.  T,  Rowe  Price  is  a  registered  trademark 

if  T,  Rowe  Price  .Associates,  Inc.,  and  all  other  trademarks  are  property  of  their  respective  owners. 

'  Rowe  Price  Investment  Services.  Inc  ,  Distributor.  IRA0386I8 
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Why  would  people  pay  more  than  $9  a  pound  for  food  they  can  buy 
in  a  supermarket  for  89  cents?  Make  it  cute,  and  people  will  buy  it. 

Spaghetti 
deluxe 


By  Silvia  Sansoni 

John  and  Carey  Aron  were  sick  of 
their  white-collar  jobs  at  printer  R.R. 
Donnelley  &  Sons  in  New  York  City. 
After  getting  married,  they  decided 
to  move  to  Nashville,  Carey's  home- 
town. A  honeymoon  trip  to  Italy  left 
them  crazy  about  Italian  food.  They 
would  open  a  shop  selling  fresh  pasta. 

Though  food  snobs  prefer  fresh 
pasta  to  the  packaged  kind,  there 
aren't  that  many  food  snobs  in 
Nashville.  The  Arons  needed  a  gim- 
mick. Carey's  mother  gave  them  a 
bag  of  tree-shaped  pasta  for  Christ- 
mas. Eureka!  Novelty  shapes.  Soon 
the  Arons  were  wheeUng  a  second- 
hand pasta  machine  into  Mom's 
kitchen  and  making  their  first  batch  of 
guitar-shaped  Music  City  pasta.  Start- 
up costs  were  modest.  They  bought 
$10,000  worth  of  equipment  and 
rented  the  basement  of  a  restaurant. 

The  first  customers  were  souvenir 
stores,  florists  and  specialty  food 
stores.  The  stuff  is  costly:  $3.50  for  a 
6-ounce  bag  of  Pasta  Shoppe  dry 
noodles,  compared  with  89  cents  a 
pound  for  the  Ronzoni  macaroni  sold 
in  supermarkets. 

It's  a  wonderful  country!  People 
actually  bought  the  funny  shapes  at 
those  outrageous  prices.  Still  the 
market  was  limited  until  John  Aron 
had  a  smart  idea.  A  baseball  player 
and  avid  football  fan,  he  conceived  of 
pasta  shaped  like  the  logos  and  mas- 
cots of  college  sports  teams.  "I  came 
up  with  the  idea,  and  Carey  made  it 
happen,"  says  John,  33,  of  his  29- 
year-old  spouse,  who  designed  the 
product  and  package. 
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The  team  effort  paid  off.  That 
summer  the  Arons  made  24  cases  of 
University  of  Tennessee  pasta  on 
spec.  The  college  bookstore  and 
campus  shops  swallowed  it  up  and 
renewed  their  orders.  By  the  end  of 
1995  the  Pasta  Shoppe  was  making 
pasta  for  30  universities  in  the  South- 
east and  Midwest,  fattening  1995 
sales  to  $600,000.  The  Arons  invest- 
ed in  a  7,000-square-foot  produc- 
tion, warehouse  and  sales  facility  and 
hired  12  people. 

The  Pasta  Shoppe  now  turns  out 
150  different  shapes,  ranging  from 
Star  of  David  figurines  for  bar  mitz- 
vahs,  to  dollar  signs  for  thank-you 
gifts,  to  houses  and  hearts  for  house- 
warming  parties. 

Last  year  revenues  hit  $1  million; 
this  year  the  couple  expect  that  to 
double,  fueled  by  sales  of  noodles 
shaped  like  NFL  team  logos.  But  what 
is  remarkable  is  that  the  Arons 
haven't  run  out  of  ideas.  Charlotte, 
N.C. -based  NationsBank,  Fieldcrest- 
Cannon  and  the  Philadelphia 
Museum  of  Art  are  ordering  custom- 
made  pasta  shapes  for  corporate  gifts. 
Carey  is  working  on  the  next  genera- 
tion of  Pasta  Shoppe  products: 
licensed  Disney  cartoon  characters. 

The  Arons  attribute  their  success 
to  working  as  a  team:  The  sports 
theme  grew  from  John's  interests,  a 
line  of  gift  shop  pasta  shapes  came 
out  of  Carey's  love  of  shopping.  The 
Arons  prefer  hiring  husband-and-wife 
teams.  The  Pasta  Shoppe  employs  six 
husband-and-wife  teams,  two-thirds 
of  their  entire  staff  IH 


^ 


i.\ 


i?^« 


VO.  -T« 


^m 


m^ 


/^j«feS 


M> 


ir.^ 


W^ 


.^: 


John  and  Carey  Aron 

Living 

and  working 

together 

can  truly  be 

a  bed  of  pasta. 


:?<»» 


r>.<_ii. 


rT'j 


Forbes  ■  October  20,  1997 


■  ■J.IIM^IJMJIil^iiliiiJ^ 


Somebody  has  to  be  in  chairge 


BY  JAMES  CHAMPY 


James  Champy,  coau- 
thor of  Reengineering 
the  Corporation,  is 
chairman  of  consulting 
for  Perot  Systems  Corp. 


Remember  tJie  early  "Blondie"  cartoon  strips? 
Mr.  Dithers  ran  the  company  with  an  iron  fist. 
If  he  were  working  in  one  of  the  new  flat- 
tened team-based  organizations  these  days 
Dagwood  wouldn't  recognize  him.  The  old 
tyrant,  instead  of  shouting  and  throwing 
papers,  would  have  been  transmogrified  into  a 
"team  leader"  or  "coach."  No  longer  barking 
orders,  he  would  have  been  forced  to  become 
a  "vision  supporter."  Mr.  Dithers,  meanwhile, 
wouldn't  know  Dagwood,  who  would  now  be 
an  "empowered  employee,"  forced  to  make 
tough  decisions  his  inherent  timidit)^  ill-quali- 
fies him  to  make. 

Not  everyone  enjoys  making  tough  deci- 
sions. In  our  rush  to  democratize  our  flat- 
tened business  organizations,  we  risk  stifling 
this  essential  quality'  of  leadership.  The  one 
common  denominator  of  every  successfiil 
business  leader  I've  ever  met  has  been  a 
healthy  self-confidence  and  a  willingness — no, 
make  that  eagerness — to  render  decisions. 

Want  to  know  what  self-confident  leader- 
ship is.>  The  story  is  told  of  the  young  Hora- 
tio Nelson  (later  Lord  Nelson,  hero  of  Trafal- 
gar) in  the  British  fleet's  attack  on  Trekoner. 
Close  to  shore,  his  ships  were  taking  such  a 
hammering  from  the  Danish  guns  that  the 
admiral  commanding  the  fleet  signaled  his 
ships  to  break  off  the  action.  Informed  of  this 
order.  Nelson  held  his  telescope  to  his  blind 
eye  for  a  few  moments  and  solemnl)'  told  his 
officers  that  he  could  see  no  such  signal.  He 
took  the  batteries. 

Now  that's  what  I  call  self-confident  deci- 
sion making.  It  may  not  be  politically  correct 
to  say  so,  but  the  fact  is  that  not  all  people 
are  capable  of  making  decisions  under  pres- 
sure. Some  have  no  desire  to.  They  will 
simply  wait  until  somebody  decides  for  them, 
meanwhile  breeding  uncertainty  and  resent- 
ment. We  should  not  let  cliches  about  coUe- 
giality  or  empowerment  stifle  the  Lord 
Nelsons  in  our  midst. 

New  forms  of  employee  manipulation,  mas- 
querading as  "caring,"  may  be  as  corrosive  as 
the  tirades  of  old  command-and-control 
bosses.  I  learned  this  early  in  my  career  as  a 
young  manager.  Appointed  to  run  a  depart- 
ment, I  was  reluctani  to  tell  a  much  older 
employee  he  wasn't  nuking  the  grade.  I  let 
the  situation  fester  for  more  than  a  year,  until 


the  fellow  finally  quit.  At  his  exit  interview,  he 
asked  me  why  he  hadn't  advanced,  and  I 
bluntly  told  him  all  the  reasons.  I  had  no 
answer,  though,  for  his  final  question:  "Why 
did  you  wait  until  now  to  tell  me.'"  My  failure 
to  exercise  my  authorit)'  ended  up  making  a 
bad  situation  worse. 

It  may  not  be  politically  correct 
to  say  so,  but  the  fact  is  that  not 
all  people  are  capable  of  making 
decisions  under  pressure. 


How  do  you  combine  the  desirable  aspects 
of  the  old  command  structure  with  the 
modern  emphasis  on  eliminating  hierarchies? 
Here  are  some  suggestions: 

■  First,  get  clear  about  accountabilit)'.  Whatev- 
er tides  you  devise,  someone  must  have  both 
responsibilit)'  and  authority'  to  do  a  manage- 
ment job.  If  everyone  is  responsible,  nobody 
is  responsible. 

■  Recognize  that  although  you  want  people  to 
exercise  good  judgment  and  make  decisions, 
don't  let  a  debate  go  on  and  on.  At  a  point, 
most  people  will  probably  feel  relieved  if  you 
step  in  and  bring  it  to  an  end  with  a  crisp  yes 
or  no. 

■  Listen  to  criticism;  encourage  it.  This  can  be 
emotionally  bruising  if  you  really  listen.  But  if 
the  old-line  boss  had  a  weakness,  it  was  his 
tendency  to  stifle  dissent. 

■  If  you  say  you  want  to  delegate,  really  do  it. 
Let  your  subordinates  make  mistakes  if  neces- 
sary. Let  them  go  counter  to  what  you  happen 
to  think  is  right.  The  most  secure  executives 
recognize  that,  in  order  to  maintain  their 
power,  they  must  give  it  up. 

■  Avoid  euphemisms  and  simple-minded 
metaphors — especially  sports  analogies.  I 
recall  one  manager  who  used  to  tell  his  direct 
reports  they  were  a  football  team.  Then  one 
day  they  suddenly  became  a  basketball  team. 
He  was  trying  to  convey  the  new  necessity'  for 
speed,  but  the  simile  didn't  tell  anybody  how 
their  responsibilities  had  changed. 

The  aposde  Luke  wrote  that  "for  unto 
whomsoever  much  is  given,  of  him  shall  be 
much  required."  With  today's  political  cor- 
rectness and  the  emphasis  on  empowerment, 
even  more  is  required  of  the  leader.  He  must 
learn  to  lead  without  seeming  to  do  so.        ■■ 
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a  special  advertising  section 


USING  ELECTRONIC 
COMMERCE  TO 
EXPAND  MARKETS 
AND  INCREASE 


PROFITS 


electronic 

commerce 


FORGET  THE  TECHNOLOGY. 

Whats  important  are  the  changes 
in  consumer  behavior  and  business- 
to-business     transactions.     Smart 
companies  are  now  mapping  their 
most    important  business  objectives 
against  the  technology  that  exists  for 
electronic  commerce. 


turn  page  for 
more  e.com 


© 


advertisement 


It's  become  a  true  strategic 
decision.  Interactive  electronic 
commerce  involves  much  more 
than  basic  Web  site  development,  which 
is  usually  conceived  as  little  more 
than  another  shop  window  or  catalog. 
Electronic  commerce  must  support  the 
entire  transaction  process,  from  inquiry 
to  order  and  payment  processing.  In  the 


Not  a  Do-it-Yourseif  Proposition 

Increasingly,  corporations  are  turning 
to  companies  like  Sterling  Commerce, 
which  helped  write  the  original  stan- 
dards for  EDI  over  20  years  ago,  to  help 
implement  electronic  commerce.  The 
attempt  to  do  it  all  in-house  is  indica- 
tive of  an  emerging  technology,  in 
which  early  adopters  are  basically 


Electronic  commerce  is  transforming 
suppiy-ctiain  operations,  and  not  just  for 
the  biggest  companies.  Learn  how  at 
www.hemnet-com 


case  of  goods  and  services  that  can  be 
delivered  directly  over  the  Web,  such  as 
on-line  brokerage  services  or  software,  it 
extends  to  actual  fulfillment.  Since  elec- 
tronic commerce  has  a  direct  impact  on 
a  company's  business  processes,  the  peo- 
ple who  manage  those  functions  must  be 
directly  involved  in  its  implementation. 

Electronic  Commerce 
OS  Structural  Change 

Warner  Blow,  chairman  of  Sterling 
Commerce,  believes  that  electronic 
commerce  requires  a  company  to 
make  fundamental  structural  changes. 
"Electronic  commerce  really  deals  with 
reengineering  a  lot  of  the  functionality 
within  a  company^'  Blow  states.  "It's  a 
cultural  change.  Operating  people,  the 
people  who  run  the  business  units,  are 
becoming  much  more  knowledgeable 
and  understanding  about  the  benefits 
of  electronic  commerce.  They're  the 
people  who  are  making  the  hands-on 
management  decisions." 


experimenting.  Outsourcing  is  a  reli- 
able sign  of  a  maturing  technology. 
The  argument  for  outsourcing  at  least 
some  e.com  processes  is  the  same  as 
that  for  outsourcing  any  function:  It 
allows  the  company  to  focus  on  its 
core  competencies. 

Electronic  commerce  is  weO  beyond  the 
experimental  stage.  Owens  Corning,  for 
instance,  has  been  partnering  with 
Sterling  Commerce  for  the  past  two 
years;  it  uses  Sterling's  consulting  ser- 
vices, GENTRAN:Co-source,  to  help 
manage  the  day-to-day  demands  of 
implementing  and  monitoring  elec- 
tronic commerce.  Letting  Sterling 
Commerce  support  and  monitor  its 
EDI -process  environment  frees  the 
Owens  Corning  Global  EC  team  to 
focus  on  electronic  commerce  growth, 
new  e.com  product  development  and 
critical  strategic  e.com  projects, 
according  to  the  team's  leader,  J.R. 
Pollock.  There's  another  benefit. 
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CAN  YOU  IMAGINE  HOW  YOU'D  BE  TREATED 
IF  YOU  WEREN'T  A  VALUED  CUSTOMER? 


Don't  wait  for  your  local  phone 
company  to  change.  change  your 
local    phone    company    to    tcg.® 

„cj^^'  If  the  growth  of  your  business  has  been 
put  on  hold  by  an  unresponsive,  bureaucratic  local 
phone  company,  say  hello  to  TCG.  We're  the  other 
local  phone  company,  the  responsive  one — 
the  country's  largest  competitive  local  exchange 
company,  serving  57*  major  markets  nationwide. 
What  makes  TCG  different?  At  TCG,  we  bring  a 


refreshing  customer-first  attitude  to  servicing  your 
business.  As  a  TCG  customer,  your  calls  are 
handled  by  a  live  person  who  knows  how  to  help. 
We  can  also  design  a  telecommunications  solution 
that's  tailored  to  your  business,  whether  you  need 
local  telephone  service  or  advanced  data  service 
applications.  And  you'll  find  TCG  can  do  it  all  at 
extremely  competitive  rates.  To  find  out  how  we 
can  help  your  business,  call  1-800-889-4TCG, 
or  visit  our  web-site  at  www.tcg.com. 
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says  Pollock:  "Sterling  ensures  that  our 
processes  stay  efficient  and  competitive." 

Another  key  advantage  to  outsourcing 
is  the  immediate  expertise  and  experi- 
ence it  provides  in  utilizing  electronic 
commerce  on  a  global  scale.  One  of  the 
most  challenging — but  potentially 
lucrative — benefits  of  electronic  com- 
merce is  its  ability  to  instantly  extend 
markets  and  the  supply  chain  world- 


The  World  Insurance  Network  (WIN) 
was  formed  by  the  world's  four  largest 
commercial  insurance  brokers.  WIN 
represents  the  dramatic  impact  that 
cooperation,  as  opposed  to  fierce  com- 
petition, can  effect.  WIN's  objective  is 
to  bring  benefits  to  the  commercial 
insurance  industry  by  enabling 
improvements  to  business  processes, 
thereby  reducing  overall  costs. 


aelf-insurance  an  attractive  alternative 
to  a  growing  number  of  companies. 

The  essence  of  the  system  at  this  point 
is  its  connectivity  and  messaging 
capabilities.  For  those,  WIN  and  its 
technology  partner,  British  Telecom, 
turned  to  Control  Data,  whose  Mail 
Hub™  and  directory  system  provide 
one  of  the  world's  most  sophisticated 
and  secure  message  routing  systems. 


Collecting  "hits"  is  one  thing,  doing  business  is  another.  Read 
real  e.com  success  stories  at  www.hemnet.com 


wide.  Wal-Mart,  one  of  the  leaders  in 
implementing  electronic  commerce  to 
automate  its  domestic  supply  chain, 
sees  electronic  commerce  as  critical  to 
expanding  operations  internationally 
The  company  will  use  Sterling's 
COMMERCE:Network  to  facilitate  the 
exchange  of  purchase  orders,  invoices 
and  other  critical  documents  with 
Wal-Mart's  suppliers.  Sterling's  VIP 
Support  Services  program  will  help 
Wal-Mart  determine  the  e.com  readi- 
ness of  trading  partners  and  supply 
the  tools  the  retailer  needs  to  imple- 
ment electronic  trading  quickly  and 
efficiently  Additional  business  solutions 
are  available  at  www.hemnet.com. 

Creating  New  Communities 
of  Commerce 

Nowhere  is  the  revolutionary  power 
of  electronic  commerce  more  evident 
than  in  the  creation  of  what  have 
been  termed  electronic  "communities 
of  commerce."  The  World  Insurance 
Network  exemplifies  these  new  commu- 
nities and  the  way  electronic  commerce 
is  transforming  traditional  markets. 


win's  mandate  is  to  establish  a 
common  standard  for  global  commu- 
nications among  brokers  and  insurance 
underwriters,  along  with  the  infra- 
structure and  services  to  support  the 
move  from  paper-based  business 
processes  to  large-scale  electronic  com- 
merce. Its  first  service,  WINconnect, 
expedites  the  exchange  of  documents, 
spreadsheets,  presentations  and  graphs 
among  participants.  WINconnect  com- 
bines the  security  of  a  closed  environ- 
ment with  the  ease-of-use  and  flexibil- 
ity that  a  browser-based  application 
provides.  The  immediate  benefits  of  this 
service  will  be  a  reduction  in  die  admin- 
istrative cost  of  commercial  insurance, 
which  the  industry  estimates  at  over  35 
percent  of  total  costs.  WIN  believes  it's 
essential  to  reduce  those  costs  because, 
at  present  levels,  they  are  high  enough 
to  make 

$1.3 


The  system  is  so  secure,  in  fact,  that  it 
meets  both  the  EU  and  U.S.  govern- 
ment standards  for  communications 
with  their  agencies. 

IVIore  Efficient  Maritets 

According  to  Richard  Wales,  WIN's 
Joint  CEO,  the  system  does  more 
than  cut  costs.  By  interacting  with  theii 
internal  applications,  it  allows  brokers 
to  reengineer  the  whole  process  of 
placing  insurance  risk.  For  instance, 
instead  of  having  to  physically  distrib- 
ute the  necessary  documents,  a  broker 
could  quickly  locate  the  insurance 

Web  sales 

will  capture  10  percent  ot  all  retail  trans- 
actions in  the  next  decade,  predicts 
investment  firm  Bear  Steams.  Forrester 
Research  predicts  that  on-line  shopping 
will  top  $6  billion  by  2000. 
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GREAT!  YOU  SAVED  $10 

ON  THE  COMMISSION 

BUT  THE  SHARE  PRICE  WENT  UP 

3  POINTS  WHILE  YOU  WAITED. 


WITH  e. SCHWAB,  YOUR 

MARKET  ORDER  IS  CONFIRMED 

ALMOST  IMMEDIATELY. 


Immediate  confirmations  on  most  market  orders  ♦  state-of- 
the-art  technology  ♦  currently  handling  over  2  million 
transactions  per  hour  ♦  help  7  days  a  week  ♦  100  free  real- 
time quotes,  plus  100  more  with  each  stock  trade  ♦  free 
news  and  research  on  the  Web  ♦  good  attitude,  also  free 
♦  trade  Nasdaq,  NYSE  stocks,  mutual  funds,  options  and 
bonds  ♦  use  our  software  or  the  Web  ♦  manage  your  whole 
portfolio  with  a  few  clicks  ♦    all  this  for  $29.95  per  stock  trade. 


OPEN  YOUR 

ACCOUNT  NOW  FOR 

COMPLIMENTARY 

SOFTWARE  AND  A 

SPECIAL  BONUS 

WORTH  OVER  $140. 

1-800-e. Schwab 

ext.  165 


S29.95  per  iradt  up  tc  1,000  sharts.  .03  per  share  thereafter  $5,000  account  minimum  and  a  $5  monthly  account  minimum Jee  may  apply  if  2  commissionahle  trades  are  not  made  in 
previous  12  months.  Person -10 -person  services  exceeding  limitations  may  also  incur  $5  jee.  Software,  shipping  and  handlingjee  of  56.95,  not  applicable  for  branch  account  openings. 
©1997  Charles  Schwab  &  Co..  Inc.  All  rights  reser^'el  Member  SIPC/NYSE.  (10/91) 
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Charles  Schwab 
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companies  that  handle  a  particular 
type  of  risk  through  the  system's  global 
directory  and  e-mail  a  brief  description 
of  its  request  for  coverage.  Interested 
underwriters  can  download  the  com- 
plete documents  from  a  Web  site  at  the 
broker's  intranet. 

Wales  believes  the  ultimate  benefit,  for 
both  the  insurance  industry  and  its 
customers,  will  be  the  gains  that  accrue 
from  a  more  efficient  market.  By  lower- 
ing the  barriers  to  entry  and  making  it 
possible  to  more  broadly  distribute 
requests  for  coverage,  WIN  encourages 
even  smaller  insurance  companies  to  bid 
for  business  they  might  otherwise  never 
have  heard  about.  It's  a  clear  example 
of  how  electronic  commerce,  by 
creating  a  business  model  that 
achieves  new  levels  of  economy 
and  efficiency,  delivers  signifi- 
cant, quantifiable  benefits  to 
both  industry  members  and 
their  customers. 


Beyond  Window  Shoppina: 
TronsQctionai  Electronic  Commerce 

A  well-designed  Web  site  can  be  a  good  . 
adjunct  to  a  company's  marketing  pro- 
gram. A  fully  commerce-enabled 
Web  site,  however,  can  actually  cut 
costs  while  at  the  same  time 
serving  as  an  alternative  channel 
and  serious  source  of  revenue. 

There's  a  significant  difference  in 
the  resources  needed  to  enable  true 
electronic  commerce  and  the  require- 
ments for  maintaining  a  static  Web  site. 


High-Powered  Computing 

The  kind  of  site  O'Haren  is  describing  is 
typically  database-driven.  To  generate 
dynamic  pages  and  respond  quickly  in 
this  environment  requires  powerful  data 
base  servers  behind  fast  Web  servers. 
Silicon  Graphics  has  developed  a  repu- 
tation as  the  platform  of  choice  for 
high-end  Web  sites  by  combining  high 
throughput  with  its  well-known  exper- 
tise in  graphics  and  multimedia.  This 
September,  the  company  announced  it  t 
had  licensed  Netscape's  engine  server 


New  "communities  of  commerce/'  bom  o* 
as  diverse  as  health  care,  insurance  and  Ic^ 


according  to  Patrick  O'Haren,  manager 
of  electronic  commerce  marketing  for 
Silicon  Graphics,  Inc.  On  the  front  end, 
O'Haren  notes,  the  user  experience 
needs  to  be  easy,  intuitive  and  com- 
pelling. "What  you're  really  doing  is 
building  for  a  market  of  one,"  O'Haren 
says.  "You  can  allow  the  customer  to 
walk  through  various  options  and 
individually  configure  the  order.  The 
customer  then  places  the 
order  and  arranges 
payment  and  shipping 
with  no  outside 
assistance." 


source  code  for  its  Everest. Initiative, 
which  will  produce  the  world's  fastest 
Web  server. 

Egghead  Computer,  which  operates 
86  stores,  made  the  transition  from 
a  static  Web  site  to  a  fully  commerce- 
enabled  site  in  May  1997,  using  ad- 
vanced servers  and  software  fi'om 
Silicon  Graphics.  Egghead  first  appeare( 
on  the  Web  in  1995,  and  the  following 
year  it  became  the  first  to  introduce 
commercial  electronic  software  down- 
loads. Today,  Egghead's  site  functions  aj 
a  virtual  store.  It  is  tighdy  integrated 
with  Egghead's  existing  legacy  systems, 
so  when  a  visitor  places  an  order,  the 
system  allocates  inventory,  displays  all 
costs,  including  taxes,  and  completes 


SILICON  GRAPHICS  WEBFORCE  ORIGIN    SERVERS 


a  credit-card  transaction.  The  site  has 
proved  extremely  popular  with  cus- 
tomers. "The  Web  site  is  the  busiest 
Egghead  store,"  according  to  Keith 
Brown,  Egghead's  manager  of  Web 
development. 

Scalability  Is  Essential 

No  one,  of  course,  can  accurately  pre- 
dict when  or  if  a  site  will  be  successful, 
how  busy  it  will  be  or  how  processing- 
intensive  it  will  become,  which  makes 
scalability  a  critical  issue.  Companies 
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That  kind  of  efficient,  economical 

scalability  removes  a  good  deal 

of  the  risk  from  developing  a 

commerce-enabled  Web  site. 

And  the  less  risk  there  is,  the 

more  likely  companies  are  to 

take  the  plunge.  In  fact,  delay 

can  be  extremely  costly  in 

terms  of  lost  business 

and  market  share, 

especially  for  industries  already 

ject  to  intense  competition.  In  that 

environment,  the  cost  savings  and  con 


SILICON  GRAPHICS  WEBFORCE  O'  WORKSTATION 


:le  e.com  revolution,  are  emerging  in  fields 
oe  how  they  work  at  www.hemnet.com  _ 
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■  i 
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typically  start  their  e.com  capacity 
small.  Unless  the  possibility  of  expan- 
sion is  built  in  from  the  start,  however, 
upgrading  to  commerce-intense 
activity  can  necessitate  what  Silicon 
Graphics's  O'Haren  calls  "fork-lift 
upgrades,"  expensive  replacements 
of  large  parts  of  the  system.  He  uses 
Egghead  as  an  example  of  how  to  plan 
a  site  for  future  expansion. 

Successful  as  the  site  already  is,  Egghead 
wants  to  drive  additional  traffic  to  it  and 
has  launched  potentially  explosive  pro- 
motions to  do  so,  including  one  that 
offers  a  Dodge  Viper  as  a  prize.  No  one 
knows  what  the  response  will  be,  but 
the  Silicon  Graphics  systems  allow  for 
seamless  scalability — the  simple  addi- 
tion of  processors,  memory  and  other 
upgrades  without  purchasing  another 
"box" — so  even  a  huge  response  can  be 
easilv  accommodated. 


venience  that  electronic  commerce 
delivers  can  be  the  decisive  advantage 
over  a  competitor  that  waits  too  long  to 
implement  it. 

E.Com  in  a  Box 

Building  electronic  commerce  capabil- 
ity from 'scratch  can  be  costly  and 
time-consuming.  That's  why  the  for- 
mation this  summer  of  Pandesic  LLC, 
jointly  owned  by  SAP  America  Inc.  and 
Intel  Corporation,  was  so  electrifying. 
Pandesic®  offers  what  is  essentially  an 
electronic  commerce  solution  in  a  box, 
a  fully  end-to-end  system  that  seam- 
lessly handles  all  marketing,  order- 
processing  and  fulfillment,  payment 
processing  and  inventory  pricing. 
The  system  even  provides  shipping 
and  handling  logistics,  financial  report- 
ing and  the  vendor-payment  processes 
associated  with  electronic  commerce 
transactions. 


TRAVELOCITY 
From  Here  to  Beyond 

When  the  SABRE  Group  created  the 
Travelocity  Web  site,  it  drew  on  more  than 
10  years  of  experience  with  consumer  on-line 
reservation  services.  It  knew  what  business 
and  leisure  travelers  wanted:  the  ability  to 
preview  flight  options,  area  hotels,  restaurants 
and  entertainment  possibilities.  What  it 
couldn't  know  was  just  how  popular  the 
site  would  prove  to  be. 

Every  company  launching  a  commercially 
oriented  Web  site  hopes  it  will  generate  as 
much  traffic  as  possible.  But  if  traffic  over- 
whelms the  site's  capacity,  the  result  is  lost 
business  and  even  lost  good  will  SABRE 
knew  that  demand  for  travel  information 
is  highly  variable,  depending  on  the  season, 
the  economy,  airfares  and  world  events. 
Travelocity  was  therefore  built  to  be  highly 
scalable,  using  Silicon  Graphics's  WebFORCE 
Origin  Servers,  which  can  accommodate 
128  processors,  102  GB.sec  I/O  bandwidth, 
256GB  of  shared  memory  and  terabytes  of 
disk  storage.  It  needs  that  kind  of  capacity, 
because  Travelocity  is  consistently  among  the 
most  popular  sites  on  the  Web. 
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Yeah,  your  Web  site's  working  great 

It's  stiLL  taking  orders  for  a  product 

you've  been  out  of  for  weeks. 


www.pandesic.com/info/inventory 


To  take  real  advantage  or  the  Web's  potciilial,  you  need  to  ne  sure  your  site  is  more  tlian 
just  another  "order  taker."  It  needs  to  be  a  nuly  integrated  huriilment  machine.  And  now 
with  the  Pandesic  internet  business  solution,  yours  can  be.  It  automates  everything  tom 
Dilling  and  accounting  to  shipping  and  kuhlhTient — even  inventoiy  management  and 
nnancial  reporting.  Everyone  gets  the  inlormation  they  need — simultaneously  and 
automatically — with  realtime  reporting.  So  you  always  know  the  status  of  an  order. 
And  your  site  will  never  take  an  order  lor  something  you  don  t  have.  Visit  our  site  for 
more.  Or  call  1-888-349-ebiz,  ext.  200.  Your  site  will  never  come  up  short  again. 


how  0  business  does  ©business 


pandesic 

The  Internet  Company  from  Intel  and  SAP 
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Integratina 
Business  P 


Basic 
rocesses 


Pandesic's  product  greatly  expands 
the  scope  of  business  processes  that 
are  integrated  when  the  system  is  ini- 
tially installed,  according  to  Pandesic 
Chairman  Harold  E.  Hughes  Jr.  It 
goes  far  beyond  turnkey  solutions 
that  focus  on  order  taking,  to  include 
order  processing,  real-time  inventory 
management,  financial  management, 


processes  to  operate  with  the  efficiency 
of  a  made-to-order  solution?  According 
to  Bryan  E.  Plug,  Pandesic's  president 
and  CEO,  it  can.  The  product  includes 
56  business  processes,  each  of  which 
permits  considerable  flexibility. 
Through  a  personalized  questionnaire, 
each  appropriate  process  is  tailored  to 
the  actual  business  practices  of  the 
company  to  achieve  a  high  degree  of 
customization. 


Will  bandwidth  constraints  and  an  overtaxed  infrastructure  limit 
electronic  commerce?  Learn  more  at  www.hemnet.com 


Everything  is  included:  prepackaged 
business-process  software,  Intel-based 
hardware,  installation  and  ongoing  sup- 
port. The  first  release  is  designed  for 
domestic  business-to-consumer  appli- 
cations; business-to-business  and 
global  capabilities  will  be  added 
in  1998. 

Perhaps  the  most  surprising  feature 
of  Pandesic's  solution  is  that  it  can  be 
installed  and  fully  implemented  in  as 
little  as  two  weeks,  which  dramatically 
cuts  both  the  internal  resources  need- 
ed to  implement  it  and  the  time-to- 
market.  Since  Pandesic  chose  a  trans- 
action-based cost  model  that  allows 
merchants  to  pay  a  small  percentage 
of  the  transaction  price  for  each  trans- 
action performed,  rather  than  having 
to  purchase  the  entire  hardware  and 
software  system,  start-up  costs  are 
as  low  as  $25,000. 


logistics  and  credit-card  processing. 
"Companies  can  literally  run  a  large, 
Web-based  business  operation  with 
only  a  handful  of  dedicated  employees," 
Hughes  says. 

But  can  a  product  like  Pandesic,  which 
vastly  simplifies  implementation  of 
electronic  commerce,  be  closely  enough 
integrated  with  a  company's  business 


1000 


□ 


AUTO 
HOMEOWNERS 


Complete  as  it  is,  Pandesic  is  not  a 
plug-and-play  electronic  commerce 
solution.  Nothing  so  strategically  vital 
and  structurally  complex  as  electronic 
commerce  can  be.  The  direct  involve- 
ment and  strong  commitment  of  senio: 
executives  throughout  the  enterprise  is 
essential  if  a  business  is  to  successfully 
integrate  such  a  change.  But  solutions 
like  Pandesic  greatly  ease  the  transitior 

Insurance  generated  on-line 
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and  place  the  opportunities  of  elec- 
tronic commerce  within  the  reach  of 
a  much  broader  range  of  companies, 
including  small  and  midsized  firms. 
Learn  more  about  such  innovative 
solutions  at  www.hemnet.com. 

On-line  Brokerage  Services: 
Phenomenal  Success 

The  most  successful  business-to-con- 
sumer e.com  application  to  date,  far 
more  profitable  than  even  the  much- 
vaunted  cyberbookstores,  is  on-line 
brokerage  services.  It's  easy  to  under- 
stand why:  Electronic  commerce  is 
cost-efficient  for  brokerage  firms, 
which  pass  the  savings  along  to  cus- 
tomers; it  offers  24-hour  convenience; 
and  it  gives  customers  a  much  greater 
level  of  control  over  their  portfolios. 


top  H 
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CONSUMER  SHOPPING  WEB  SITES 

1.  Download.com 

cnet's  software 

2.  Amazon.com 

BOOKS 

3.  Columbiahouse.com 

musk/movies 

4.  Shareware.com 

CNET  SHAREWARE  DOWNLOAD 

5.  Hotfiles.com 

ZIFF-DAVIS  SOFTWARE 

6.  Surplusdirect.corh 

i42!E»-  PC  HARDWARE  DISCOUNT 

^^7.    Onsale.com 

PC  AND  CONSUMER  ELECTRONICS  AUCHON 

8.  QVC.com 

GENERAL  MERCHANDISE 

9.  Bluemountainarts.com 

^^^  ELECTRONIC  GREETING  CARDS  VIA  EMAIL 

tiO.  Jumboxom 

SOFTWARE  DEMOS  AND  HARDWARE 

source.  Media  Metrix,  The  PC  Meter  Company 
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Respected  e.com  pioneers,  imaginative  start- 
ups, high-tech  giants,  winners  and  losers 
investment  ideas  at  www,hemnet,com 


This  is  one  area  that's  no  longer  limited 
to  early  adopters,  as  the  growth  in  on- 
line trading  among  Charles  Schwab's 
customers  testifies.  At  the  beginning  of 
1996,  Schwab  counted  336,000  active 
on-line  accounts;  by  July,  1997,  that 
number  stood  at  908,000  (Schwab  has  a 
total  of  4.5  million  active  accounts). 
The  percent  of  trades  Schwab  handles 
on-line  has  grown  from  23  percent  to 
36  percent  in  the  past  12  months.  Learn 
more  about  investment  opportunities  at 
www.hemnet.com. 

Supporting  Independent  Investors 

The  philosophy  behind  on-line  broker- 
age services  differs  from  what  prevails 
at  traditional  firms.  Art  Shaw,  senior 
vice  president  for  electronic  brokerage 
at  Schwab,  says,  "We  want  to  demystify 
the  process  of  investing.  Investors  can 
make  smart  decisions  for  themselves, 
if  they  have  the  right  tools.  Our  cus- 
tomers, particularly  our  on-line 
customers,  want  solid  information. 
The  computer  lets  us  get  it  to  them 
quickly  and  as  abundantly  as  they 
want." 

Schwab's  on-line  customers  have  access 
to  research  from  a  variety  of  sources, 
including  First  Call  and  S&P.  They  can 
use  sophisticated  screening  tools  to 
sort  through  more  than  1,300  mutual 
funds,  and  they  have  unlimited  access 
to  quotes  and  stock  charts.  Access  to 


the  third-party  research  that  Schwab 
offers  gives  investors  an  edge  over  cus- 1 
tomers  of  traditional  firms,  which 
generally  provide  only  proprietary 
research.  In  addition,  customers  who 
still  want  human  contact  as  part  of 
their  investing  experience  can  get  it, 
although  the  commissions  they  pay 
are  a  little  higher  than  customers  who 
agree  to  do  100  percent  of  their  invest-] 
ing  on-line. 

E.Com  Levels  the  Playing  Field 

On-line  trading  has  the  potential  to 
place  individuals  on  the  same  level  as 
the  largest  investors.  E*TRADE  began  i 
offering  electronic  trading  15  years  ago^ 
making  it  one  of  the  first  firms  that 
used  electronic  commerce  as  a  primary! 
business  model.  The  firm,  which  offersj 
rock-bottom  commissions,  has  always 
attracted  independent  investors.  It 
recently  gave  them  a  powerful  tool  by 
offering  Computrade  Systems'  Market 
Edge,  a  sophisticated,  quantitatively 
based  research  product  that  brokers, 
institutional  and  large  private  investor; 
have  long  relied  on. 

E*TRADE  is  also  the  first  on-line  brokei 
age  to  offer  cash  transfers  and  payment 
over  the  Internet,  through  a  partnership 
with  VirtualPay"".  Once  an  authorizatior 
form  is  completed,  a  customer  can  debit 
money  electronically  fi'om  his  or  her 
checking  account  and  credit  it  to  the 


If  walls  like  these 
can  come  down^ 
surely  the  ones 

between 

engineering  and 

marketing  can. 


{  Berlin  Wall  oirca  1989  } 
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One  company  s  research 
engineers  must  make  their 
hndings  readily  available 
to  design,  manufacturing  and 
marketing  departments  in 
scores  of  subsidiary  companies 
on  four  continents. 

Another  company's  insur- 
ance brokers  need  to  send 
and  receive  instant  desktop 
information  back  and  forth, 
day  after  day  among  dozens 
of  insurance  carriers 
nationwide. 

The  largest  nation  in  the 
world  desires  no  less  than 
global  connectivity,  bringing  its  govern- 
ments and  businesses  together 
electronically  with  the  rest  of  the  globe. 

Each  of  these  enterprises  has  over- 
come longstanding  barriers  with  the  help 
of  Control  Data.  Through  a  series  of  IT 
solutions  we  call  Rialto,  we've  helped 
these  and  many  other  organizations  turn 
computer-distributed  information  into 
tangible  business  assets. 

Rialto  is  Control  Data's  electronic 
marketplace,  representing  four  areas  of 
enterprise  intelhgence:  messaging,  direc- 
tories, security  and  information  sharing. 


We  build  the  infrastructures  that 
become  the  foundations  institutions  can 
leverage  into  electronic  commerce  and 
collaboration.  And  with  results  as  dramatic 
as  the  scope  of  the  IT  solutions  themselves: 
lowered  costs,  increased  revenues, 
improved  quality  and  increased  speed. 

We  invite  you  to  call  us  for  more 
information  about  the  organizations  we've 
helped  and  how  we  can  help  translate 
your  long-term  business  plans  into  a 
matching  technology  strategy. 

Call  us  at  l-8a8-RIALT04.  Or  visit  us 
on  the  Web:  http://www.cdc.com. 


The    Integration    Company    (9  g)  CONTROL  DATA 
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appropriate  E*TRADE  account.  That 
means  E*TRADE  customers  needn't 
maintain  a  balance  in  a  brokerage 
account  to  meet  the  SEC's  settlement- 
plus-three  payment  requirement. 

The  Bandwidth  Bottleneck 

As  the  benefits  of  electronic  commerce 
become  obvious,  as  the  economy 
begins  to  accommodate  the  structural 
shifts  its  broad  adoption  demands,  and 
as  people  realize  that  security  issues 
have  been  adequately  addressed, 
electronic  commerce  will  grow  expo- 
nentially So  will  demand  for  reliable, 
high-speed  connections  between  busi- 
nesses, and  between  businesses  and 
consumers.  The  infrastructure,  already 
taxed  by  the  explosion  of  telecommu- 
nications, fax  and  Internet  traffic, 
will  ultimately  expand  to  meet  that 
demand.  The  question  is,  how  quickly? 
Infrastructure  constraints  have  received 
less  media  attention  than  more  dra- 
matic e.com  issues,  such  as  security, 
but  of  all  the  factors  that  could  threaten 
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the  short-term  growth  of  electronic 
commerce,  none  is  more  pressing. 
(The  PELORUS  Group,  the  New  Jersey- 
based  consulting  group  that  specializes  in 
telecommunications  issues,  has  produced  a 
major  report  on  the  issue,  excerpts  of  which 
can  be  found  at  www.hemnet.com.)  A 
number  of  technological  solutions  are  in 
the  offing,  but  the  most  difficult  and 
frustratingly  slow  stretch  of  the  network 
is  frequendy  die  last  mile. 

One  of  the  least  expensive  and  certainly 
the  most  expeditious  way  to  avoid  the 
last-mile  bottleneck  is  to  contract  with 
an  alternative  local-access  company 
Teleport  Communications  Group,  for 
instance,  has  been  constructing  8,000 
miles  of  fiber-optic  cable  to  serve  65 
metropolitan  areas  and  has  a  wireless 
network  that  reaches  175  million 
people  in  48  states.  Companies  like 
Teleport  may  also  be  more  responsive 
than  established  local  carriers,  adding 
an  extra  dimension  of  reliability  for 
business-critical  electronic  commerce 
applications.  And  while  a  new  wireline 
connection,  at  a  cost  of  $5,000,  can  take 
as  long  as  a  month  to  install,  a  wireless 
link  can  be  up  and  running  in  as  little 
as  a  week,  for  less  than  $1,000. 

The  Potential  for  Economic  Change 

Teleport  offers  a  perfect  solution  for 
businesses  looking  for  the  fast,  reliable 
and  affordable  high-speed  connections 
essential  for  transaction-intensive 
electronic  commerce.  Consumers  will 
also  eventually  enjoy  high-capacity 


WlUl'S  IN  A  NAME? 

ASKING  PRICES  FOR  TOP  DOMAIN  NAMES 

1.  medicine.com 

$150,000 

2.  pcbanking.com 

^125,000 

3.  london.com 

$100,000 

4.  lincoln.com 

$100,000 

5.  beauty.com 

$75,000 

6.  powercompany.com 

^60,000 

7.  johnson.com 

$50,000 

8.  atmcard.com 

$40,000 

9.  hometest.com 

$35,000 

10.  skincare.com 

$25,000 

source:  BestOomolns  (wvw-besMomoins  com) 

Internet  connections,  whether  through 
modems,  satellites  or  other  means. 
Technological  challenges  are  ultimately 
met  by  technological  innovation.  But 
the  cultural  and  social  challenges  that 
electronic  commerce  has  initiated  will 
prove  more  difficult  to  solve. 

Bryan  Plug,  Pandesic's  CEO,  likens 
electronic  commerce,  in  its  potential 
to  change  the  way  economic  activity 
is  organized,  to  the  development  of 
railroads  in  the  nineteenth  century 
If  he's  right,  business  and  society  as 
a  whole  will  evolve  in  ways  we  can 
hardly  imagine — and  it  won't  be  a 
slow  evolution.  Companies  that  fail 
to  address  these  issues  today  may 
not  have  the  chance  tomorrow.  0 
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l.S  years  dgo,  K*  TRADE  was  at  the  forefront  of 
online  investing.  It  was  conceived  with  one  purpose 
in  mind:  to  put  the  tools  of  investinj^  into  your  hands. 
Now,  millions  of  transactions  later,  E*'1'RADE 
continues  to  topple  the  old  ways  of  doing  things. 


Vou  get  free  quotes,  charts,  earnings  estimates, 
up-to-the-minute  news  and  live  market  analysis 
linked  to  your  portfolio.  All  to  help  you  invest  with 


more  control  and  intelligence. 


Vou  can  place  trades  through  your  PC  or  touchtone 
phone  — around  the  clock  —  for  a  fraction  of  the 
cost  of  traditional  providers. 

To  see  where  online  investing  is  going,  look  to  the 
company  that's  already  there.  Visit  our  Web  site  or 
call  today. 

www.etrade.com 


You  do  itie  math.  Compare: 

E>TRAOE 

e.Schwab   Schwab    Merrill  Lynch 

Trade  by  phone 

800  listed  shares®  $20 

$I4.9S 

$117.36       $117.36         $324.00 

Trade  via  PC 

800  Nasdaq  shares@$20 

$19.95 

$29.95       $104.32       ^^^"^.^ 

Breaking  news,  charts, 
fundamenul  data  and 
earnings  estimates 

Free 

Free            Free             Free 

Customer  service 

Free 

Fees  may 
apply            I"--"             l^--" 

Some  firms  may  offer  discounts  and  services  not  available  at  E'TRAOE.  Limit  and  stop 
orders  are  $19.95.  For  listed  orders  over  5,000  shares,  add  Ic/share  to  the  entire  order.  Add 
$15  for  broker-assisted  trades.  Orders  execute  during  market  hours.  Comparative  rates  are 
based  on  a  8/15/97  phone  survey.  No  connect  fees  for  Web  access.  Direct  modem  and 
touchtone  connect  fees  are  27c/minute,  but  with  12  free  minutes  per  trade,  you  may  pay 
nothing.  ©  1997  E»TRADE  Securities,  Inc.  Member  NASD,  SIPC.  MFRBS97 
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Call  1-800-ETRADE-1 
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Someday,  we'll  all  invest  this  way; 


As  a  teen,  Tom  Van  Weelden  hauled  garbage  cans. 

Twenty-eight  years  later  he's  a  big  shot  in 

the  garbage-hauling  business— and  a  rich  man. 

Talking  trash 


By  William  P.  Barrett 

Thomas  H.  Van  Weelden  talks  tie  and  went  looking  for  new  cus- 
trash.  His  idea  of  a  good  time  is  ex-  tomers."  He  learned  many  lessons 
plaining  how  more  cash  flow  can  be  about  achieving  goals,  such  as  win- 
wrung  from  vertically  integrating  the  ning  permission  to  build  trash  dumps 
operations  of  garbage  trucks,  transfer  against  fierce  local  opposition, 
stations  and  landfills.  In  the  early  1990s  he  met  Roger 

Van  Weelden  is  president  and  chief  Ramsey,  a  BFI  cofounder  who  left  and 
executive  officer  of  Allied  Waste  In-  then  went  on  to  control  Allied  Waste, 
dustries  Inc.  (estimated  1997  rev-  then  a  tiny  garbage-hauler  in  Hous- 
enues,   $850   million).   Mainly  by     ton  with  a  Nasdaq  stock  listing.  In  a 

1992  stock  merger,  Van  Weelden  and 
some  other  operators  merged  into 
Allied  Waste,  moving  its  headquarters 
to  the  Phoenix  area.  Ramsey 
remained  chairman. 

Van  Weelden  and  Ramsey  decided 
that  the  key  to  success  lay  in  what  is 
called  "internaUzation"  in  the  busi- 
ness. This  simply  means  profit-en- 
hancing vertical  integration — owning 
both  the  trucks  and  the 
landfills.   Allied  Waste's 
internalization  rate  is  75%, 
tops   among   the   larger 
players. 

Van  Weelden  eschews 
hazardous  waste  and  gen- 
erally  stays    away    from 
large,  privatized  municipal 
service    collection    con- 
tracts that  are  rebid  every 
few  years.  He  prefers  contracting  with 
individual  commercial  accounts  and 
homeowners.  That  way  he  can  raise 
rates  without  governmental  approval. 
Van  Weelden  figures  he  can  raise  rates 
4%  a  year  and  that  new  business  can 
increase  6%  a  year. 

As  recently  as  1992,  Allied  Waste 
was  small-fi-y — its  financial  statements 
actually  included  the  increasing  xalue 
of  life  insurance  policies  taken  out  on 
top  executives.  Since  then  Allied 
Waste  has  made  more  than  120 
acquisitions,  mostly  small.  Last  year 
Van  Weelden  and  Ramsey  figured 
they  were  ready  for  the  big-time. 


acquisitions  largely  financed  with  bor- 
rowed money,  the  Scottsdale,  Ariz.- 
based  company  has  grown  tenfold  in 
five  years,  making  it  to  the  fifiii  spot 
in  the  S35-billion-a-year  municipal 
solid  waste  business.  Van  Weelden's 
operation  is  still  less  than  one-sixth 
the  size  of  industry  giants  Waste 
Management  Inc.  and  Browning- 
Ferris  Industries.  He  doesn't  care: 
"We're  still  small  enough 
that  we  can  grow  at  a 
decent  rate." 

A  Terry  Bradshaw  look- 
alike,  the  hulking,  fast-talk- 
ing Van  Weelden  has  been 
in  trash  tvvo-thirds  of  his  42 
years.  His  father,  Henry 
Van  Weelden,  started  a 
small  commercial  collection  ■^■■i 
company  in  Chicago  in 
1948.  Tom  began  working  the  trucks 
at  age  14 — and  two  years  later  was  a 
driver.  "Every  garbageman's  wife 
wants  a  doctor,  a  lawyer  and  a  priest; 
my  mom  got  three  garbagemen,"  he 
says.  His  two  brothers  work  with  him 
at  Allied. 

At  any  rate,  the  garbage  business  is 
in  his  blood.  In  1975  he  left:  school, 
moved  120  miles  south,  to  Danville, 
111.,  and  bought  a  two-truck  opera- 
tion from  an  elderly  owner  who 
offered  seller  finance.  "I  started  on  a 
truck  at  4  a.m.,  finished  at  noon, 
showered  and  took  a  nap,"  Van 
Weelden  recalled.  "Then  I  put  on  a 


*«We're  stiU 
small  enough 
that  we  can 
grow  at  a 
decent  rate." 


Allied  Waste  paid  $1.5  billion — four 
times  the  company's  size — for  the 
North  American  trash  operations  of 
Laidlaw.  This  summer  Allied  Waste 
agreed  to  buy  San  Diego's  municipal 
landfills  for  $184  million. 

The  resulting  leverage  is  almost 
breathtaking.  After  some  pending 
divestitures   and  a  stock  offering. 
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Allied  will  carry  $1.2  billion  in  debt 
on  S500  million  in  equity.  Its  finan- 
cials  are  so  complicated  that  securities 
regulators  recently  held  up  an  $800 
million  shelf  registration  until  the 
debt  structure  was  better  explained. 

So  what?  asks  Van  Weelden.  "Back 
in  Danville  I  was  30-to-l.  This  is 
nothing." 


Thanks  to  one-time  acquisition 
and  refinancing  charges,  Allied  Waste 
hasn't  made  any  money  on  an 
accounting  basis.  That's  about  to 
change.  Analysts  anticipate  earnings 
next  year  of  81  cents  per  share.  With 
the  stock  at  $19,  Van  Weelden's  1.8% 
stake  is  worth  about  $27  million. 

If  you  want  to  work  for  Tom  Van 


Allied  Waste  Industries'  Tom  Van  Weelden 
with  a  few  tools  of  the  trade 
Lots  of  trash,  lots  of  debt. 


Weelden,  prepare  to  get  your  hands 
dirty.  His  management  trainees  must 
work  on  trucks  for  a  year.  "In  my 
family,"  he  says,  "there  is  nothing 
wrong  with  being  a  garbageman."  Hi 
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Kurt  Wiedenhaupt  went  from  running  a  billion-dollar  ^ 
operation  to  running  one  one-twentieth  that  size.  Don't 
worry,  though:  He  expects  to  be  running  a  $1  billion 
company  again  soon. 

Low  drama, 
high  growth 


By  Matthew  Schifrin 


Even  on  a  bright,  sunny  morning 
Walden  Avenue — not  far  from  the 
airport  in  Buffalo,  N.  Y. — is  a  dreary 
place,  lined  with  shabby  and  some- 
what decaying  warehouses  and  distri- 
butipn  centers.  American  Precision 
Industries'  brick-and-concrete  head- 
quarters fits  right  in. 
■ .  Don't  be  put  off.  American  Preci- 
sion's revenues  will  have  grown  fi-om 
$50  million  to  over  $200  miUion  in 
four  years.  Earnings  are  growing  at  a 
50%  annual  rate,  and  the  stock  nearly 
doubled  last  year,  though  only  one 
analyst  follows  it. 

What  American  Precision  makes  is 
hardly  the  stuff  of  high  drama:  elec- 
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American  Precision 
Cliief  Executive 
Kurt  Wiedenhaupt 
He  traded  in  his 
Mercedes  for 
a  Cadillac  and 
headed  for 
the  Rust  Belt. 
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L  If 
/  will  pass  on  genes,  not  bills. 

Nothing  beats  a  positive  outlook.  Still,  2  in  5  people  over  age  65  are  expected  to  spend  time  in 
a  nursing  home.  That's  why  you  should  consider  long  term  care  insurance  from  GE  Capital  Assurance. 
It's  a  surprisingly  affordable  way  to  guarantee  yourself  access  to  higher-quality  home  care  and  better 
nursing  homes,  without  having  to  rely  on  your  life  savings  or  Medicaid.  Call  1-800-992-3444  or  ask 
a  long  term  care  specialist  about  the  plans  people  have  trusted  for  more  than  20  years. 

\Ne  bring  good  things  to  life. 
A  GE  Capital  Sarvices  Company 

©  1996  GE  Capital  Assurance.  Coverage  in  New  York  is  underwritten  by  GE  Capital  Life  Assurance  Company  of  New  York. 
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tromagnetic  clutches  and  brakes,  mi- 
cro-miniature coils,  inductors,  con- 
densers, heat  exchangers,  step 
motors,  chiller  barrels.  It  groups 
these  products  into  three  lines  of 
business:  heat  transfer,  motion  con- 
trols and  electronic  components. 

American  Precision  was  founded  as 
a  machine  shop  just  afiier  World  War 
II  by  Robert  Fierle,  a  24-year-old 
mechanical  engineer  fresh  out  of  the 
Navy.  Fierle  borrowed  a  few  thou- 
sand dollars  from  16  fraternity  broth- 
ers, bought  machine  tools  and  went 
to  work  in  the  back  of  a  gelatin  fac- 
tory in  Cheektowaga,  N.Y.  He  won 
Navy  contracts  to  make  things  like 
metal  grease  plugs  and  coils. 

By  the  early  1960s  American  Pre- 
cision was  sophisticated  enough  to 
manufacture  guidance  systems  for 
missiles.  Then,  diversifying  away  from 
defense,  Fierle  got  into  the  heat 
transfer  business  by  buying  a  local 
company  called  Basco.  He  also  picked 
up  a  small  operation  that  made 
clutches  and  brakes.  Along  the  way 
he  went  public.  API  made  a  few  more 
small  acquisitions  and  continued  to 


**The  high-energy,  highly  intelligent  people  must  be  kept 
happy... the  smart  but  lazy  people  are  the  death  knell  for  a 
company.  You  must  find  them  and  get  rid  of  them." 
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On  the  factory  floor  at  American  Precision 
Humming  with  DaimleHike  efficiency 
in  Buffalo,  N.Y. 


grow  slowly  and  steadily  for  30  years. 
It  reached  $50  million  in  sales  in 
1989.  Then  it  hit  a  wall. 

It  was  a  classic  situation:  a  one- 
person  company  had  gotten  too  big 
to  handle.  "We  ran  it  from  the  seat  of 
our  pants,"  says  Fierle.  Moreover,  he 
was  approaching  70,  and  his  wife  was 
ill  with  cancer. 

At  a  management  conference  in 
Phoenix,  Ariz,  in  1991,  Fierle  heard 
Kurt  Wiedenhaupt  speak  on  expand- 
ing operations  overseas.  Wieden- 
haupt, now  59,  a  32-year  veteran  of 
German  electronics  conglomerate 
AEG,  AG,  had  been  responsible  for 
aeg's  North  American  operations 
from  1986  to  1992.  During  those 
years  the  division's  revenues  grew 
from  $100  million  to  $1  billion, 
mosdy  through  acquisitions. 

Fierle  had  found  his  man.  Wieden- 
haupt became  president  and  chief 
executive  while  Fierle  remained  chair- 
man of  the  board. 

"My  advertising  budget  was  bigger 
than  his  sales,"  says  Wiedenhaupt, 
who  initially  said  no.  But  Daimler- 
Benz  was  about  to  sell  AEG,  and 
Wiedenhaupt  didn't  want  to  go  back 
to  Germany.  He  took  a  second  look 
at  American  Precision.  There  was 
more  here  than  met  the  eye.  The 
company  had  virtually  no  debt,  $  1 1 
million  in  cash  and  a  group  of  high- 
tech  products  with  a  lot  of  growth 
potential.  Its  motion-controls  busi- 
ness supplied  motors  and  other  com- 
ponents for  factory  robotics  and 
semiconductor  manufacturing. 
Wiedenhaupt  wanted  stock  options, 
and  the  deal  was  done.  He  traded  his 
Mercedes  for  a  Cadillac  and  moved 
to  Buffalo  in  1992. 

A  fastidious  engineer  with  a  pen- 
chant for  outlining  and  using  dia- 
grams, Wiedenhaupt  set  about  turn- 
ing what  amounted  to  an  oversize  job 
shop  into  a  modern  organization. 

Wiedenhaupt  draws  intersecting 
axes  on  a  yellow  pad,  creating  four 
quadrants.  The  north-south  axis  mea- 
sures work  effort,  the  cast-west  intel- 
ligence. "The  high-energy,  highly 


intelligent  people  must  be  kept 
happy,"  he  says.  "You  must  also  find 
a  place  for  the  less-intelligent  but 
hardworking  people;  they  are  usefial. 

"The  dumb  and  lazy  must  go  im- 
mediately, but  the  people  in  the  low- 
er-right quadrant,  the  smart  but  lazy, 
are  the  death  knell  for  a  company." 
He  explains,  "You  must  find  them 
and  get  rid  of  them.  " 

To  motivate  those  who  remain, 
Wiedenhaupt  installed  an  incentive- 
based  compensation  system  based  on 
each  di\  ision's  aftertax  return  on  cap- 
ital. The  factories  adopted  a  so-called 
demand-flow  system  similar  to  Wal- 
Mart's  just-in-time  inventory  system, 
but  for  manufacturing.  Materials  are 
pulled  into  the  manufacturing  process 
based  on  customer  demand.  The 
system  has  cut  work  space  require- 
ments by  30%  and  reduced  costs  by 
more  than  $1  million. 

Next  step:  bolster  American  Preci- 
sion's most  promising  businesses — 
motion  controls  and  heat  transfer. 
Wiedenhaupt  has  made  five  acquisi- 
tions, mostly  for  cash  at  low  prices. 
His  most  recent  purchases  were  of 
German-based  heat  transfer  company 
Schmidt-Bretten  for  $9  milhon  and 
Swiss-based  micromotor  maker 
Portescap  for  $47  million.  Thanks  to 
acquisitions,  API  expects  to  have  $250 
million  in  sales  in  1998,  40%  from 
abroad. 

The  only  analyst  who  covers  .API's 
stock  is  John  Walthausen  of  CL  King 
in  New  York.  He  is  mightily 
impressed  with  Wiedenhaupt:  "When 
I  first  saw  his  resume,  I  said,  that's 
too  powerful  a  person  for  this  little 
punk  companv.  This  guy  should  be 
running  a  billion-dollar  company." 

Wiedenhaupt  concedes  he  is  ambi- 
tious, but  adds  that  he  is  determined 
to  get  there  without  diluting  the 
equit)'.  His  biggest  shareholder  is  still 
Fierle,  with  9.7%  of  the  7.4  million 
shares  outstanding.  He  himself  is 
second  biggest,  with  6.7%.  Says 
Wiedenhaupt,  "Before,  I  was  a  duke 
in  a  big  kingdom.  I  tell  you,  it  is 
much  more  flin  to  be  king."  ■■ 
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the  world  smoothly.  Efficiently.  Effortlessly.  Imagine  if  you  could  apply 
the  mileage  points  from  qualified  flights  of  six  different  airlines  toward  your 
overall  flyer  status.  (How  quickly  do  you  suppose  you  would  attain  elite 
status  then?)  Imagine  more  than  180  airport  lounges  around  the  world 
awaiting  International  First  and  Business  Class  customers,  as  well  as  top-tier 
frequent  flyers.  And  if  it's  not  too  much,  we  ask  you  to  imagine  the  alliance 
between  United  Airlines,  Air  Canada,  Lufthansa,  SAS  and  THAI  getting 
even  stronger.  The  Star  Alliance™  partners  are  proud  to  welcome  Varig,* 
Brazil's  premier  airline,  to  our  network;  and  in  doing  so,  we  announce 
worldwide  access  to  more  than  six  hundred  destinations  in  108  countries. 
Welcome  to  a  better  way  to  travel  the  world.  Welcome  to  the  Star  Alliance 
network.  Welcome  to  what  happens  when  you  imagine. 
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*Varig  will  officially  be  a  part  of  the  Star  Alliance  network  beginning  October  26,  1997 


Imagine. 


VAR  I  G 


•>«t»«*««ii,,. 


/////^^S^ 


Lufthansa 


'  •  •  * .  -  •  1 


•-=wMe;,^!^^fc^ 


-  "-fstgr^'^-" 


^:^' 


-♦^ 


▼-> 


STAR  ALLIANCE 
The  airline  network  for  Earth. 


Most  bridesmaids'  dresses  are 
worn  once  and  gather  dust  ever  after. 
Joe  Murphy  had  a  better  idea. 

What  would 
Queen  Victoria 
have  said? 


By  Luisa  Kroll 

More  than  150  years  after  Queen 
Victoria  donned  a  white  gown  for 
her  1840  nuptials,  manufacturers  are 
still  designing  white  wedding  dress- 
es. Bridesmaids?  Some  have  quipped 
that  their  gowns  seem  designed  to 
make  the  bride  look  good. 

Given  that  the  female  wedding- 
apparel  business  brings  in  about  $2.5 
billion  a  year,  isn't  there  room  for  a 
bit  of  innovation?  Joseph  Murphy  fig- 
ured there  was  when  he  took  over 
moneylosing  Nasdaq-traded  New 
York  Cin -based  jlm  Couture,  Inc.  in 
January  1993.  The  43-year-old 
former  accountant  took  his  cue  from 
what  he  heard  at  a  focus  group  in 
November  1993:  "1  have  ten  ugly 
bridesmaids'  gowns  hanging  in  my 
closet  that  1  don't  have  the  heart  to 
throw  away,"  one  woman  said,  and 
many  others  echoed  her  sentiments. 

WTiy  not  make  trendy,  fashionable 
bridesmaids'  dresses  that  are  designed 
to  be  worn  again  after  the  reception 
is  over?  Murphy  says  he  spent  the 
next  six  to  eight  months  going  to 
weddings,  calling  up  friends  and 
checking  out  bridal  boutiques.  What 
he  learned  confirmed  what  he  had 
heard  at  the  focus  group. 

Joe  Murphy, 

JLM  Couture 's  chief  executive 

Without  those 

silly  puffy  sleeves, 

even  the  bridesmaids 

look  radiant. 


Murphy  told  his  designer  of  brides- 
maids' dresses  ,  William  Pesce,  to 
throw  away  the  old  book.  Off  with 
puffy  sleeves  and  meringue-like  skirts. 
In  with  contemporary  silhouettes  like 
sleek  sheaths  with  tiny  waist-bows. 
Murphy  called  the  line  Occasions,  to 
indicate  that  the  dresses 
were  not  just  for 
weddings. 

In  the  rag  business, 
what's  in  the  customer's 
mind  is  as  important  as, 
or     more      important 
than,    what    the    cus- 
tomer    sees     in     the 
mirror.    Murphy   ago- 
nized   over   this.    The 
models,'  hairstyles  had 
to    be    right — tasteful 
chignons  reminiscent  of    ■■■■ 
Grace  Kelly's.  Minimal- 
ist backgrounds  with  soft  lighting  for 
catalog  photos.  The  idea  was  not  just 
to  make  the  bride  feel  good  but  to 
make  the  bridesmaids  look  good,  too. 

The  bridal  trade  sneered.  Everyone 
knew  that  the  bride  and  the  parents 
of  the  bride  didn't  want  the  brides- 
maids looking  too  good. 

The  first  batch  of  Occasions' 
bridesmaids'  dresses  hit  the  stores  in 
June  1994.  Sales  for  the  line  reached 
$1.8  million  in  the  first  year.  Says 
Michele  Shively,  owner  of  Brides- 
maids Bow-tique,  the  largest  retailer 
of  dresses  for  bridesmaids  in  the 
Southeast,  "They  grabbed  a  30% 
share  [of  the  market  for  bridesmaids' 


"I  heard  the  same 
complaint  over 
and  over  again 
from  frustrated 
bridesmaids 
who  wanted  a  dress 
they  could  wear 
more  than  once.'' 


dresses]  in  one  year  in  my  store." 

Three  years  later,  the  line  is  expect- 
ed to  bring  in  $8  million,  50%  of 
JLM's  revenues.  Al  Gore's  daughter 
Karenna  selected  floor-length,  ivory- 
chiffon  A-line  dresses  made  by  ILM 
for  her  bridesmaids. 

Of  course,  other  garmentmakers 
were  soon  knocking  off  Murphy's 
styles  and  even  his  advertising. 
Murphy  is  racing  to  keep  an  edge. 
This  year  hot  tones  include  char- 
treuse and  taupe;  the  new  fabric  is  a 
stretch  ottoman.  He  and  his  sales 
staff  of  seven  pore  over  fashion  mag- 
azines like  French  Vojjue  and  shop 
swank  stores  to  stay  abreast  of  trends. 
For  classic  inspiration,  they  peruse 
Brides  magazine's  archives. 

Murphy  also  has  increased  jlm's 
share  in  the  plusher  market  for  bridal 
gowns.  Here  he  has  targeted  the 
higher  end  of  the  market,  with  gowns 
priced  from  $1,600  to  $3,000.  (Most 
of  ILM's  bridesmaids'  dresses  are 
priced  around  $200.)  He  worked 
with  his  lead  designer,  Jim  Hjclm,  to 
move  away  from  the  traditional  look. 
He  wooed  two  hot 
young  talents — Lazaro 
Perez,  and  the  Alvina 
Valenta  line's  designer, 
Victoria  McMillan.  jLM 
has  moved  from  the 
top  20  into  the  top  3 
in  the  high  end  of  the 
bridal  gown  business, 
joining  Vera  Wang  Ltd. 
and  Eve  of  Milady. 

The     year     before 

Murphy  took  it  over, 

JLM  was  $260,000  in 

the  red  on  revenues  of 

$7.1  million.  This  year  the  company 

should   do   $16   million   and   earn 

$826,000,  or  43  cents  a  share. 

Now  Murphy  is  pondering  a 
ready-to-wear  line  of  evening  gowns 
inspired  by  the  bridesmaids'  dresses. 
Can  he  keep  up  the  momentum? 
Nicole  Gresham  Perry,  a  recently 
married  institutional  broker  at 
Brown  Brothers  Harriman  &  Co.  in 
New  York  City,  thinks  so.  After 
noticing  that  her  bridesmaids  were 
re-wearing  their  JLM  dresses,  she 
went  out  and  bought  JLM  stock,  as 
did  members  of  her  bridal  party.  "I 
used  the  Peter  Lynch  approach  to 
investing:  Buy  what  you  like."      HI 
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Picking  an  obscure  name  out  of  the  history  books, 
a  pair  of  IVlinnesotans  hope  to  give  Harley-Davidson 
a  bit  of  a  run  for  its  money. 

Uneasy  rtdtr 


By  Silvia  Sansoni 


The  Super  X 
by  Excelsior-Henderson 
Will  the  big  bike 
appeal  to  loyal 
Harley  riders? 


Does  the  world  need  yet  another 
motorcycle  manufacturer  (see  story,  p. 
162)^  Probably  not,  but  probabilities 
don't  much  bother  motorcycle 
enthusiasts  David  and  Daniel  Han- 
Ion.  Up  in  Burnsville,  Minn,  they  are 
resurrecting  the  Excelsior- Henderson 
badge  that  graced  a  1920s  American 
bike.  The  old  company,  the  Excelsior 
Motor  Manufacturing  &  Supply  Co., 
was  based  in  Chicago  and  expired  in 
1931.  The  Hanlons  have  yet  to  build 
a  single  motorcycle  for  sale,  but  they 
say  they  have  raised  $60  million  in 
three  private  placements  between 
1993  and  1996.  In  July  the  company 
went  public:  It  issued  common  stock 
worth  30.9%  of  itself,  raising  a  further 
$30  million.  (The  shares  were  offered 

Dan  and  Dave  Hanlon 
ride  prototypes 
of  the  Super  X 
at  the  Sturgis  rally 
How  far  can 
they  get  with 
a  once-prominent 
but  long-defunct 
brand  name? 
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NCE  AGAIN,  NORFOLK  SOUTHERN  HAS  RAISED 
INDUSTRY  STANDARDS.  THIS  TIME  BY  31  INCHES. 


Call  Anne  Dovle.  Intermodal  Marketing,  at  (757)  533-4952.   National  Customer  Service  Center:  1-800-NFLK-SOU  (635-5768). 
Annual  report  r.  quests:  1-800-531-6757.   Web  site:  www.nscorp.com 


For  double-stack  shippers,  a  lack 
of  clearances  can  be  a  mountainous 
obstacle.  Unless  they  ship  on 
Norfolk  Southern.  We've  risen  to  new  heights— nearly 
three  feet  at  some  locations.  With  clearances  along  97% 
of  our  intermodal  core  routes,  we've  created  a  double- 
stack  system  that  helps  connect  major  markets  throughout 
North  America.  And  it's  just  part  of  the  rail 
industry's  most  modern  intermodal  terminal 
network.  Our  terminals  feature  paved  loading  areas, 
stack  capability  and  easy  access  to  help  shipments 
arrive  and  depart  quickly  and  safely.  The  whole 


system  makes  for  swift  service— and  it  demonstrates 
that  when  we  want  to  please  our  customers,  we 
won't  let  even  mountains  get  in  the  way. 


NORFOLK 
SOUTHERN 


The  Thoroughbred  of  Transportation. 

©  1997  Norfolk  Soulhern  Corporalion  Three  Commerciai  Place.  Norfolk,  W  2)';iO-2l9l, 
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at  $7.50  each  and  recently  were 
quoted  at  $6.38  on  Nasdaq.)  The 
Hanlons  expect  to  move  into  their 
169,000-square-foot  production 
facility  in  Belle  Plaine,  Minn,  next 
month  and  hope  that  the  first  Super 
X  cruiser  will  rumble  off  the  assembly 
lines  in  October  1998. 

Competing  head-on  with  Harley's 
$22,000  top-of-the-line  models, 
Excelsior's  675-pound  Super  X  bike 
will  retail  for  $17,000  to  $18,000. 
Back  in  the  days  when  it  competed 
with  Harley  and  Indian  Motorcycle 
Co.,  Excelsior's  bikes  were  the  first  to 
circle  the  world  and  the  first  to  reach 
100  miles  per  hour.  Popular  figures 
like  Charles  Lindbergh  and  Henry 
Ford  owned  Excelsior-Hendersons. 
They  have  already  been  advertising 
the  revival  for  three  years  and  cospon- 
sored  the  August  1996  Sturgis 
Motorcycle  Rally  in  South  Dakota. 

The  Hanlons  have  recruited  an 
experienced  production  team  headed 
by  Allan  Hurd,  a  Brit  who  helped 
relaunch  the  Triumph  motorcycle 
between  1991  and  1996.  The  Han- 
lons have  no  experience  running  a 
motorcycle  business.  Daniel,  40, 
owned  a  plant  that  made  degradable 
packaging  materials  and  David,  44, 
managed  a  truck-leasing  company. 

Is  the  whole  thing  just  a  costly 
exercise  in  nostalgia?  The  Hanlons 
are  encouraged  by  the  revival  of 
Harley  from  near  death,  but  Harley 
was  an  existing  business,  not  just  a 
faint  echo  from  the  past.  "There  are 
95  years  of  heritage  rolled  into  the 
Harley  brand,"  says  Buzz  Buzzelli, 
editor  of  American  Rider  magazine 
in  Ventura,  Calif  "It's  not  something 
you  create  by  picking  a  name  out  of 
the  history  books." 

Excelsior's  production  goals  are 
modest.  It  says  it  hopes  for  4%  to  5% 
of  the  market  at  the  end  of  five  years — 
17,000  units  annually  by  2002.  Excel- 
sior hopes  to  sign  up  between  80  and 
100  dealers,  most  of  them  Harley 
dealers  willing  to  take  on  another  line. 
Legally,  dealers  have  that  right,  but 
Harley  will  not  make  it  easy  for  tliem. 
"Harley  has  a  pretty  tight  rein  on  its 
dealers,"  says  Shawn  Milne,  research 
analyst  at  Hambrecht  &  Quist. 

What  next?  Can  we  expect  the  nos- 
talgia craze  to  spread  to  cars? 
Packard,  anyone?  Dusenberg?        ^ 
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It  was  a  nice  story  while  it  lasted:  Young  software 
developer  takes  his  company  public,  makes  a  bundle. 
The  story  didn't  last  very  long. 

The  tise  and  fall 
of  a  software  y/iaz 


By  Zina  Moukheiber 

For  a  while  it  looked  like  another 
Yahoo,  a  Silicon  Valley  wonder.  Mark 
Jung,  then  30,  cofounded  Worldtalk 
Communications  Corp.  in  1992.  His 
product  was  a  piece  of  software  that 
enabled  big  corporations  to  hook  dis- 
parate E-mail  systems  together.  Only 
four  years  later,  with  revenues  on 
their  way  to  $14  million  in  1996,  he 
took  the  company  public.  When  the 
stock  climbed  to  $10  on  the  first  day 
of  trading,  Jung's  piece  of  the  com- 
pany was  v.'orth  almost  $5  million. 

This  year  Worldtalk's  sales  will 
probably  fall  to  $10.2  million,  esti- 
mates Robertson,  Stephens  &  Co., 
and  it  will  lose  $7.4  million.  Three 
months  ago  Jung  was  fired  from  his 
job  as  Worldtalk's  chief  executive. 
The  stock  bottomed  shortly  there- 
after at  $3.38. 

What  did  Jung  do  wrong?  He 
missed  a  shift  in  the  marketplace:  the 
shift  from  Unix  to  Microsoft's  Win- 
dows NT.  When  Jung  started  out, 
Unix  was  the  dominant  operating 
system  for  large  corporate  networks. 
Now  NT  is  gaining  the  upper  hand. 
Despite  Unix's  considerable  strengths 
from  an  engineering  point  of  view 
(see  story,  p.  290),  Unix's  fans  are  no 
match  for  Microsoft  when  it  comes 
to  marketing  skills. 

The  original  Worldtalk  product 
was  available  in  a  Unix  version  only, 
at  a  price  that  started  at  $40,000 
(for  up  to  1,000  users).  That  made 
sense  at  the  time:  Many  Unix  servers 
serve  giant  corporate  netAvorks.  And 
there  was  plenty'  of  demand  for  soft- 
ware that  could  do  what  Worldtalk 
did.  Corporate  computer  networks 
ha\  e  a  way  of  growing  haphazardly. 


Add  to  that  fact  the  recent  flurry  in 
divestitures  and  acquisitions  and  you 
have  a  recipe  for  chaos  in  E-mail, 
with  some  corporations  using  as 
many  as  16  different  systems.  A  pro- 
gram that  could  stitch  them  togeth- 
er into  a  user-friendly  whole  was 
worth  a  tidy  sum. 

Jung,  who  holds  a  bachelor's 
degree  in  electrical  engineering  from 
Princeton  and  an  M.B.A.  from  Stan- 
ford, pursued  big  accounts.  He  sold 
to  Motorola,  Citicorp  and  AIG,  who 
found  Worldtalk  powerfial  enough  for 
their  huge  networks  yet  easy  to 
install. 

And  then  almost  overnight,  Win- 
dows NT  started  catching  on. 
Worldtalk's  NT  version  wasn't  ready 
until  this  past  March.  Corporations 
that  planned  to  switch  to  NT  held  off. 

The  popular  image  of  Silicon 
Valley  is  young  jeans-clad  software 
whizzes  running  circles  aroimd  estab- 
lished companies.  Not  this  time. 
Among  customers  that  remained 
firmly  in  the  Unix  camp,  Worldtalk 
was  competing  with  two  very  old 
names  in  computerdom,  IBM  and 
Control  Data  Systems,  and  the  big 
companies  gave  little  Worldtalk  a  run 
for  its  money.  It  didn't  help,  says 
Jung,  that  IBM's  and  Control  Data's 
salesmen  reminded  customers  that 
entrusting  their  E-mail  to  a  shaky 
startup  was  just  too  risky. 

Worldtalk  could  have  fought  off  the 
giants  if  it  had  been  quicker  witJh  an 
NT  version.  But  in  this  business,  a  brief 
delay  can  be  dangerous  for  a  small 
company.  "It  wasn't  easy;  we  had  to 
recruit  new  people  with  new  skills," 
says  Jung.  "We  didn't  get  distribution 
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Worldtalk's  Bernard  Harguindeguy 
Making  E-mail  very  open 
to  the  good  guys  and 
very  closed  to  hackers. 


for  [our]  NT  [version]  fast  enough." 

VVorldtalk  has  two  ways  to  get  its 
products  out  into  the  marketplace. 
One  is  through  staff  sales  represen- 
tatives who  do  what  Jung  did,  pitch 
big  accounts.  The  other  is  through 
resellers.  These  resellers  range  from 
consulting  firms  like  publicly  traded 
Software  Spectrum  Inc.  that  install 


and  service  a  wide  range  of  software 
products  to  other  software  publish- 
ers that  sell  related  products,  such  as 
network  security  programs. 

Worldtalk's  salespeople  were  told 
to  recruit  and  train  resellers  for  NT, 
but  weren't  given  any  incentives  to 
do  so.  As  a  result,  they  kept  selling 
the  Unix  product.  "What  should 
have  happened  is  every  person  in 
sales  should  have  been  compensated 
based  on  the  number  of  partners  he 
recruited,"  says  Simon  Khalaf,  a 
cofounder  of  Worldtalk. 

After      bouncing      Jung,      the 


Worldtalk  board  promoted  Bernard 
Harguindeguy  to  chief  executive. 
Harguindeguy,  39,  had  come  to 
Worldtalk  as  a  marketing  executive 
scarcely  six  months  earlier.  He 
refocused  selling  efforts  toward 
recruiting  and  educating  resellers 
and  away  from  selhng  to  smallish 
accoimts. 

Harguindeguy  says  an  exciting 
new  E-mail  security  product  will 
boost  sales  in  1998.  The  stock  has 
recovered  to  $8.  But  the  dreams  of 
turning  into  the  next  Yahoo  are  on 
the  back  burner  for  now.  ^M 


Forbes  ■  October  20,  1997 


273 


MedPartners 
Chief  Executive 
Larry  House 
Doctors  like  his 
deal-side  manner. 


Doctor  chain  goes  from  zero  to  $6  billion  in  revenues 
in  only  four  years.  How  do  you  do  that?  You  can't  do  it 
by  playing  rough  with  your  acquisition  targets. 

Nice  guy 
finishes  first 

By  Gloria  Lau 
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Over  the  space  of  four  decades, 
Walter  MuUikin  built  up  one  big 
medical  practice — 400  doctors  based 
in  Long  Beach,  Calif,  with  revenues 
of  $370  million.  In  1995,  at  77,  he 
was  getting  heavy  hints  from  invest- 
ment bankers  that  it  might  be  a  good 
time  to  sell  out.  Several  bigger,  pub- 
licly traded  physician  groups  were  in 
a  position  to  make  an  attractive  offer, 
they  said.  Mullikin  rebuffed  the  idea. 
He  wanted  his  baby  to  continue  as  an 
indepentient  company. 

Then  Smith  Barney  introduced 
Mullikin  to  Larry  R.  House,  an 
Alabamian  whose  MedPartners  Inc., 
though    only   two   years   old,   was 
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The  Private 
Truth  About 
Public 
Education 


DO  YOU  RECALL  The  Little  Engine  That  Could?  It's  what  we  used  to 
teach  our  schoolchildren:  "I  think  I  can,  I  think  I  can,  I  think  I  can."  The 
moral  emphiisizes  the  true  rewards  of  positive  thinking,  hard  work,  and  courage. 

But  that  moral  is  absent  from  many  of  today's  public  school  classrooms. 
Instead  students  are  taught  that  their  "self-esteem"  matters  most.  "Do  not 
judge  the  rightness  or  wrongness  of  each  student's  answer"  advises  one  math 
text.  "Let  those  determinations  come  from  the  class." 

The  Little  Engine  Wat  Could  wf^s  happy  precisely  because  it  worked  hard 
to  reach  the  top  of  the  hill.  At  Hillsdale  College's  model  school,  Hillsdale 
Academy  we  know  that  genuine  self-esteem  can  come  only  from  genuine 
achievement,  and  we  have  designed  our  curriculum  accordingly 

Hillsdale  Academy  is  pleased  to  o£fer  the  Hillsdale  Academy 
Reference  Guide.  The  Guide  outlines  the  proven  academic  curriculum 
used  by  our  teachers  at  Hillsdale  Academy  for  grades  K-8.  Based  on  results 
from  the  Iowa  Tests  of  Basic  Skills,  these  fundiunentals  work:  Our  students 
consistently  score  in  the  top  ten  percent  nationally 

Designed  to  foster  values-centered  education  among  public  and  private 
school  administrators,  teachers,  and  organizations  or  their  members 
interested  in  establishing  independent  schools  or  improving  existing  ones, 
the  Guide  is  available  for  $175.  This  fee  covers  the  following  contents: 


•  K-8  Curriculum  Outline 

•  Reading  Lists 

•  Faculty  Handbook 

•  Publishers'  List 


•  School  Culture  Document 

•  Parents'  Handbook 

•  Introductory  Video 

•  Weekly  Curriculum  Outlines 

And  the  Guide  will  work  with  you  from  the  early  years 
of  kindergarten  through  grade  eight. 

I^t's  help  our  children  reach  the  rewards  at  the  top 
of  the  hill.  Order  your  Hillsdale  Aaidemy  Reference 
Guide  today 

IMPRIMtS  Hillsdale's  award-winning  monthly 
digest  of  challenging  ideas-Is  FREE.  Return  the 
portion  below  today  to  join  our  audience  of  over 
750,000  subscnbers. 


D  Complete  package  for  $175         D  Videotape  Only  for  $10 


Mr.       Mrs.      [)r 
NAME  Miss     Ms. 


TIUE/ORGANIZATION 
ADDRl-SS 


CITY/STATE/ZIP 
( 


PHONE 


) 


Hillsdale  I 

—  I  would  like  a  FREE  subscription  to /w/)n>w».  L>OLLEGE 

—  My  check  payable  to  Hillsdale  Academy  Reference  Guide  is  enclosed. 
_  Charge  my:  VISA  /  MASTERCARD  /  DISCOVER 

Card  No.  . Exp.  Date  


Signature/Date 


MAIL  TO:  Hillsdale  Academy  Reference  Guide,  Hillsdale  College,  Dept.  FB-25, 
Hillsdale,  MI  49242  •  OR  CALL  TOLL-FREE:  1-800-535-0860 


already  doing  $100  million  a  year. 

"MedPartners?  We'd  never  even 
heard  of  them,"  Dr.  Mullikin  recalls 
thinking.  "We  thought  we'd  just  do 
it  as  a  courtesy." 

Mullikin  liked  Larry  House's 
courtly  southern  manner.  The  two 
men  chatted.  House,  now  53,  is  not 
a  doctor,  but  he  knows  what  doctors 
care  about,  having  spent  10  years 
managing  medical  offices.  Mullikin 
became  convinced  that  his  doctors 
would  be  happy  in  House's  company 
knowing  he  would  protect  them 
from  HMOs'  putting  a  cap  on  doctors' 
take-home  pay.  House's  smaller  outfit 
acquired  Mullikin's  bigger  one  for 
stock  worth  $414  million. 

A  lot  of  other  doctors  have  signed 
on  the  dotted  line.  Founded  in  1993 
with  nine  doctors  and  $4  million  in 
patient  revenues,  MedPartners  now 
has  more  than  9,000  doctors  on  its 
payroll  and  some  4,000  that  are 
"affiliated,"  meaning  they  get  refer- 
rals or  guaranteed  fees  fi^om  the  com- 
pany. MedPartners  will  probably  top 
$6  billion  in  revenue  this  year.  We 
suspect  that's  some  kind  of  record  for 
a  four-year-old  outfit.  MedPartners' 
Big  Board-listed  stock  has  a  capital- 
ization of  $4.3  billion. 

And  there  are  a  lot  more  doctors 
where  these  came  from.  American 
doctors  bill  more  than  $200  billion  a 
year,  but  only  8%  of  their  practices  are 
affiliated  with  consolidators  like 
MedPartners — and  there  are  three 
very  big  reasons  to  get  on  board. 

First  reason:  to  get  a  life.  Doctors 
in  small,  private  groups  spend  many 
hours  filling  out  insurance  forms  and 
chasing  down  overdue  receivables. 
Inside  a  "physician  practice  manage- 
ment" corporation,  someone  else 
does  the  management. 

Second  reason:  to  protect  them- 
selves from  the  ever  more  powerful 
health  maintenance  organizations, 
who  are  taking  away  their  patients 
and  putting  a  squeeze  on  their 
incomes.  A  group  of  12,000  is  in  a 
better  position  to  bargain  with  an 
HMO  than  a  group  of  12. 

Third  reason:  to  convert  ordinary 
income  taxed  at  a  high  rate  (40%  fed- 
erally) into  capital  gain  taxed  at  a  low 
rate  (20%,  under  the  new  tax  law). 
Suppose  you  are  a  cardiologist  with  a 
bulging  book  of  patients  and  an 


annual  net  of  $300,000.  This  income 
may  in  fact  represent  two  compo- 
nents: earned  income  of  $200,000 
(what  you  could  be  making  as  a 
salaried  doctor  somewhere)  plus  a 
business  profit  of  $100,000.  You 
might  be  able  to  sell  out  under  an 
arrangement  that  cuts  your  income  to 
$200,000  but  gives  you  a  lump  sum 
for  selling  your  practice.  What  kind  of 
multiple  do  you  get  for  the  business? 
Seven  times  earnings  or  more.  So, 
you  cut  your  earned  income  but  walk 
away  from  the  table  with  a  check  for 
$700,000,  taxed  at  a  low  rate.  It's 
mighty  tempting. 

In  the  rapidly  moving  doctor  con- 
solidation business,  a  strong  compa- 
ny like  MedPartners  can  pull  off  a 
sort  of  arbitrage.  It  may  buy  a  private 


meet  and  acted  like  he  had  all  the 
time  in  the  world,  never  once  glanc- 
ing at  his  watch.  He  was  obviously 
a  listener,"  says  Dr.  Rice. 

But  House  does  more  than  woo 
prospects;  he  does  his  homework. 
Contemplating  a  big  deal  that  looked 
good  on  paper,  he  sent  aides  to  visit 
-waiting  rooms  and  chat  with  patients. 
Dr.  Rosalio  (Leo)  Lopez,  MedPart- 
ners' chief  medical  officer,  posed  as  a 
patient,  calling  to  get  a  time  slot  to 
see  a  doctor.  Lopez  was  treated 
poorly.  House  called  the  deal  off. 

One  of  the  things  that  attracted 
House  to  the  huge  Mullikin  practice 
was  its  excellent  relations  with  big 
HMOs  like  PacifiCare  and  Founda- 
tion Health  Systems.  Building  on 
this,   House   and   Mark  Wagar,   a 


Doctoi's  in  small,  private  groups  spend  many  of  their 
waking  hours  filling  out  insurance  forms  and  chasing  down 
overdue  receivables.  At  MedPartners,  someone  else  does  it. 


practice  at  seven  times  earnings,  while 
its  own  stock  trades  at  20  times  esti- 
mated 1997  earnings.  Using  its  stock 
as  currency,  MedPartners  can  pay  a 
nice  premium  for  a  large  practice  like 
Mullikin's  and  still  see  its  earnings  per 
share  go  up.  The  growth  keeps  Med- 
Partners' p/e  high  and  thus  fuels 
more  arbitrage. 

Consolidation  is  an  old  game. 
Frank  Gannett  did  it  in  the  publish- 
ing business,  cultivating  small-town 
newspaper  owners  for  years  before 
finally  persuading  them  to  sell  out. 
Norton  Reamer  is  doing  it  with  port- 
folio managers,  persuading  them  to 
trade  a  portion  of  their  fee  income 
streams  (ordinary  income)  for  shares 
in  his  United  Asset  Management 
(capital  gain).  Dover  Corp.  executes 
the  strategy  skillfuUv  with  family- 
owned  industrial  companies. 

To  play  this  game  well,  die  consol- 
idator  has  to  convince  the  acquisition 
targets  that  tlieir  companies  are  going 
to  get  a  nice  home.  Dr.  Marvin  Rice, 
chief  executive  of  Friendly  Hills  Med- 
ical Group,  a  400-doctor  group 
acquired  by  MedPartners,  was 
impressed  by  House's  willingness  to 
listen  to  the  doctors'  gripes.  "He 
rearranged  his  schedule  so  we  could 


former  senior  executive  for  Cigna 
who  now  serves  as  MedPartners' 
president  and  chief  operating  officer, 
have  been  able  to  snag  an  additional 
$1.5  billion  in  HMO  business  for 
MedPartners. 

House  and  Wagar  are  determined 
to  keep  these  good  relations.  They 
are  mindful  that  two  other  practice 
consolidators,  Coastal  Physician 
Group  and  Physician  Reliance  Net- 
work, alienated  the  HMOs  and 
investors.  Coastal  began  offering  its 
own  HMO  in  addition  to  selling  doc- 
tors' services.  Phvsician  Rehance  Net- 
work lost  control  of  its  medical  costs 
and  brought  in  earnings  29%  lower 
than  expected  last  fall  and  its  stock 
hasn't  recovered. 

House  and  Wagar  have  shown 
steady  earnings  growth  while  also 
tidying  their  balance  sheet.  Theirs  is 
the  only  publicly  traded  physician 
consolidator  with  an  investment- 
grade  rating,  allowing  them  to 
borrow  money  more  cheaply  than 
competitors. 

"People  should  fasten  their  seat 
belts,"  Wagar  boasts.  "When  you 
bring  aggressive  management  togeth- 
er with  progressive  physicians,  the 
skv's  the  limit."  Hi 
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THEY  JUST  WANT 

TO  GIVE  YOU  A  PIECE 

OF  THEIR  MINDS. 


R     E     A    T 


MINDS 


0     F 


/\nd  that's  what  you'll  get 
when  you  go  one-on-one  with 
America's  leading  business  inno- 
vators. Introducing  Great  Minds™ 
of  Business,  a  new  honne  video 
series  designed  to  enhance  your 
business  and  career  by  giving  you 
a  rare  insider's  perspective  on 
managennent,  finance,  investing, 
entrepreneurship  and  marketing. 

Consider  this  your  chance 
to  share  private  conversations 
with  five  leaders  who  have 
rewritten  the  rules  on  how  busi- 
ness is  done  and  are  redefining 
the  way  companies  will  run  in 
the  21st  century 

All  five  riveting  and  informa- 
tive interviews  are  conducted  by 
Forbes  magazine's  Senior  Editor, 
Gretchen  Morgenson.  The 
series  is  a  co-production  of 
Forbes  Inc.,  WGBH  Boston  and 
Unapix  Entertainment. 

The  five  videos  can  be 
yours  for  only  $79.95,  or  $19.95 
per  tape,  plus  shipping  and  han- 
dling. 

It's  a  no  brainer  To  order  call- 

800-603-908  8 

Also  available  in  bookstores  everywhere. 
FORBES®  Great  Minds  of  Business 
companion  book. 

The  Great  Minds  video  series,  including 
Great  Minds  of  Medicine  and  Great  Minds 
of  Science,  is  also  available  at  your  local 
retailer. 

Check  your  local  public  television 
station  for  listings. 

TravelersGroupj 

The  symbol  of  Financial  Leadership 


BUSINESS 


iat  Minds  of  Business  is  a  co-production  of  Forbes  Inc..  WGBH  Boston  and  Unapix  Enieriainment  (ASE/UPX).  The  series  is  sponsored  by  Travelers  Group. 
Olographs  courtesy  of  Unapix/WGBH  Boston  (Paul  Volckerj,  Federal  Express  Corp.,  Pleasant  Rowland,  Peter  Lynch,  Intel  Corp. 


hitp.V/www.greatminds.com 


Two  Important  New  Book 

"The  Civil  War  is  the  thing  that  makes  America  different. 

It  was  our  most  tremendous  experience,  and  it  is  not  quite 

like  anything  that  ever  happened  to  anyone  else." 


rich,  dramatic, 
and  unforgettable 
re-creation  of  the 
Civil  War  with  more 
than  800  photographs, 
sketches,  paintings, 
maps,  and  first-person 
accounts. 


Bruce  Catton 


The  AMERICAN  HERITAGE* 
New  History  of 


Narrative  by 

BRUCE  CATTON 

Edited  and  with  an  introduction  by 

JAMES  M.  Mcpherson 

Winner    or    the    Pulitzer    Prize 


Each  book  includes  a  Civil  War  Strategy  Game 
on  CD-ROM  for  Windows.  $50.00  (C9)  ' 


James  M.  McPhereou,  today's  p^^ifSi^rtf  O'^ffWar  liistorian,  has  enriched  Bmce  Catton's  unsurpassed 
nanative  liistory  witli  an  extensive  aiTay  of  archival  material  culled  from  across  tlie  nation  and  abroad. 
All-new  sidebars  and  contemporaiy  documents  tell  the  stoiy  of  the  war  in  the  voices  of  those  who 
experienced  it.  Newly  developed  three-dimensional  maps  illuminate  the  war's  battles  and 
campaigns  with  painstakingaccuracy.  An  enduring  masteipiece,  and  a  welcome  gift  for  any  occasion. 


^BBS^^BBBSaiS^^^Ba 


from  American  Heritage 


■  % 


_njoy  this  extraordinary  collection  brimming 
with  wisdom  and  witticisms  from  America's  most 


well-known  humorists, 
Presidents,  heroes, 
villains,  and  others... 

"...Easily  the  best  book 

of  American  quotations 

ever  compiled. " 

—  Douglas  Brinkley, 

director,  The  Eisenhower 
Center  for  American  Studies 


AmericanHeritage 

DICTIONARY 

OF 

AMERICAN 
QUOTATIONS 


vmrniMivrnMiiSKii 


Call  Toll-Free 
1-800-876-6556 


More  than  5,000  quotations 

on  over  500  topics,  arranged  historically 

and  annotated  extensively 


Selected  and  Annotated  by 

MARGARET  MINER  and  HUGH  RAWSON 


$29.95  (Cll) 


r^r*" 


More  than  5,000  quotations  from  American  legends  such  as  Al  Capone,  Abraham  Lincoln,  Yogi 
Berra,  and  Ronald  Reagan.  Features  include  chronological  arrangement  of  quotations  within  each 
topic,  allowing  readers  to  trace  the  progress  of  key  historical  events.  Fully  cross-referenced  and  with 
author  and  key-word  indexes,  the  book  is  a  perfect  addition  to  any  home  library  and  an  ideal  gift  for 
students,  writers,  speakers,  history  buffs,  and  the  incurably  curious. 
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National  Instruments 
Chairman 
James  Truchard 
Will  sophisticated 
testing  eqiupment 
be  replaced 
by  portable 
computers? 


If  personal  computers  can  replace  mainframes,  why 
can't  they  replace  scientific  instruments?  From  that 
idea  James  Truchard  built  a  very  prosperous  company. 

The  virtual 
oscilloscope 


By  Christopher  Pakneri 

James  Truchard  owes  a  big  debt  of 
gratitude  to  Hewlett-Packard  Co.  In 
1972  HP  introduced  a  way  of  collect- 
ing data  from  measuring  and  testing 
instruments  through  a  computer. 

That  ehminated  a  lot  of  drudgery 
for  people  like  Truchard,  then  a  re- 
searcher at  the  University  of  Texas. 
Before  he  had  a  computer  to  do  it, 
Truchard  would  have  to  print 
sound-wave  graphs  on  a  piece  of 
paper,  measure  them  with  a  ruler, 
then  pencil  the  measurements  into  a 
notebook. 

Rut  it's  not  for  lightening  his  cler- 
ical load  that  Truchard  loves  HP.  It's 
for  creating  an  industry  standard 
and  opening  it  up  so  that  other 


people  could  copy  it. 

Hewlett-Packard  introduced  the 
communications  standards  that 
allowed  engineers  and  scientists  to 
connect  their  oscilloscopes  and  volt- 
age meters  to  minicomputers.  But 
HP  only  made  hardware  that  con- 
nected HP  computers. 

In  1976  Truchard  and  two  of  his 
associates  at  the  university  raised 
$13,000,  most  of  it  borrowed.  They 
designed  a  device  that  connected 
instruments  to  any  brand  of 
computer. 

Rather  than  spend  $10,000  on  a 
new  computer  from  HP,  you  could 
buy  51,500  connector  from  Tru- 
charc    and   attach   it  to   one   vou 


already  owned,  made  by  someone 
like  Digital  Equipment  Corp. 

The  era  of  personal  computers 
played  neatly  into  Truchard's  hand. 
The  original  IBM  PC  was  the  ultimate 
in  openness:  Anyone  could  manu- 
facture a  hard  drive  or  printer  to 
attach  to  the  computer;  anyone 
could  invent  software  to  run  on  it. 

At  first  Truchard  made  hardware 
that  connected  PCs  and  instruments. 
Then  he  expanded  the  product  line 
by  writing  his  own  software  that 
controlled  the  instruments  and 
interpreted  the  data. 

Today  hardware  and  software 
from  Truchard's  Austin-based  Na- 
tional Instruments  Corp.  helps  com- 
panies like  Ben  &  Jerry's  monitor 
the  flow,  humidit}'  and  temperature 
of  sugar  and  cream  as  they  go  into 
ice-cream-mixing  pots. 

Ford  Motor  Co.  uses  National 
Instruments  equipment  to  catalog 
the  effect  of  simulated  crashes  on 
cars  and  test  dummies. 

Go  to  the  Web  site  for  NASA's 
Jet  Propulsion  Laboratory  (http:// 
mpt\\'w\v.jpl. nasa.gov/default. html), 
and  you  can  check  on  the  perfor- 
mance of  the  Mars  rover  through 
software  designed  by  Truchard's 
company. 

This  vear  National  Instruments 
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could  easil\'  earn  $34  million  on  rev- 
enues of  S240  million,  up  from  $25 
million  on  revenues  of  $201  million 
last  year. 

The  stock,  publicly  traded  on 
Nasdaq  since  March  1995,  has 
tripled  to  $43.  That  makes  Tru- 
chard's  28%  of  the  company  worth 
$265  million. 

Now  Truchard  is  preparing  his 
company  for  what  he  sees  as  the 
next  wave  in  the  computerization  of 
the  $12  billion  worldwide  market 
for  measuring  and  testing  equip- 
ment. In  this  new  era,  computers 
may  entirely  replace  the  instruments 
that  they  had  previously  only 
complemented. 

Today  National  Instruments 
makes  circuit  boards  the  size  of  thick 
credit  cards  that  plug  into  a  desktop 
or  laptop  computer.  These  circuit 
boards  connect  via  cable  to  whatev- 
er is  being  tested. 

The  monitor  of  the  PC  substitutes 
for  the  picture  tube  on  the  oscillo- 
scope; the  Pc:'s  microprocessor  re- 
places the  chips  that  were  the  brains 
in  the  instrument.  "We  are  democ- 
ratizing the  instrument  market," 
Truchard  says  of  his  strategy.  "We 
are  creating  virtual  instruments." 

The  virtual  ones  are  a  lot  cheaper 
than  the  conventional  ones.  Nation- 
al Instruments  has  designed  a  circuit 
board  that  mimics  an  instrument 
that's  called  an  arbitrary  waveform 
generator. 

This  instrument,  made  by  Hew- 
lett-Packard and  others,  generates 
signals  that  help  engineers  test  the 
performance  of  products  like  televi- 
sions and  cellular  telephones.  The 
real  thing  runs  $8,000  or  so.  The 
National  Instruments  virtual  replica 
*ells  for  $3,000. 

HP  makes  its  own  kind  of  virtual 
instruments,  but  the  company  is  still 
very  much  a  believer  in  stand-alone 
machines.  HP  insists  that  single-pur- 
pose instruments  can  do  a  lot  more 
than  PC-based  imitations. 

That  may  be  true,  but  it's  all  too 
similar  to  what  mainframe  manufac- 
turers used  to  say  about  desktop 
machines.  The  PC  is  just  a  toy,  they 
would  say. 

Yes,  but  it's  a  very  powerful  toy, 
and  it's  getting  more  powerful 
every  day.  ^ 


Everyone  told  Spring  Sirkin  that  you  need  handouts 
to  produce  live  theater.  Sirkin  can't  bear  being  told 
that  something  can't  be  done. 

It  can't  be  done, 
so  I  did  it 


By  Maura  Smith 

It    is,    to    PUT    IT    MILDLY,  I 

damned    tough    to     make  | 
money      producing      stage 
shows.  Despite  ticket  prices 
approaching      $100,      most 
Broadway    shows    wind    up 
losers.  Between  costumes,  sets, 
union  rules,  stars'  salaries  and 
theater  rentals,  ticket  sales  can't 
come  close  to  recouping  produc- 
tion   costs.    Sunset   Boulevard 
closed  last  March  after  977  per- 
formances without  ever  making  its 
$500,000-a-week  expenses,  to  say 
nothing  of  production  costs. 

Kven  in  lower-cost  regional  the- 
ater, profits  are  elusive.  That's  why 
most  theater  companies  are  set  up  as 
not-for-profit  organizations. 

One  highly  profitable  exception  is 
Boston-based  Chamber  Theatre  Pro- 
ductions, a  65 -man  outfit  run  by 
Spring  Sirkin,  45.  Her  21-year-old 
compaViy  played  to  nearly  half  a  mil- 
lion patrons  in  48  states  last  year, 
taking  in  almost  $4  million.  Pretty 
good  for  a  business  she  started  at  age 
24  with  two  friends  and  just  $4,500 
in  savings. 

From  its  beginnings  in  1976, 
Sirkin's  company  dramatized  Ameri- 
can classics — stories  of  Mark  Twain, 
Edgar  Allan  Poe  and  Washington 
Irving.  Her  first  production  was  a 
five-man  show  called  Mark  Twain 
Sketches^  which  toured  Boston-area 
high  schools. 

The  trio  was  having  fun  and  pleas- 
ing smallish  crowds,  but  it  was  touch- 
and-go.  Sirkin  considered  canvassing 
for  donations  and  government  grants. 
•That's  the  way  noncommercial  theater 
was  funded  in  those  days.  But  one  day 
a  deputy  from  the  Massachusetts 


Chamber  Theatre  founder,  Spring  Sirkin 
Bringing  literature  to  life,  nationwide. 


Council  on  the  Arts  &  Humanities 
said  something  to  Sirkin  that  changed 
her  life. 

"He  told  me  that  the  not-for-profit 
mentality  can  be  very  dangerous," 
recalls  Sirkin.  "That  if  you  set  up  as 
not-for-profit,  then  mentally  you  set 
yourself  up  for  not  thinking  about 
how  to  make  money. 

"He  completely  turned  my  think- 
ing around  and  opened  up  a  whole 
new  world,"  she  says. 

With  their  $4,500,  Sirkin  and  her 
partners  hired  some  actors  and  incor- 
porated in  1977,  under  the  name 
Chamber  Theatre  Productions.  The 
five-man  company  toured  New  Eng- 
land, working  18 -hour  days,  playing 
to  high  schools  in  towns  small  and 
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large.  They'd  play  a  town, 
tear  down  the  set  and  drive 
all  night  to  the  next  gig. 
Tired  of  the  grind,  her  part- 
ners pulled  out. 

Refusing  to  give  up, 
Sirkin  drafted  a  brochure 
that  she  sent  to  high 
schools  up  and  down  the 
East  Coast  offering  show- 
ings of  her  company's  liter- 
ary adaptations.  A  few 
bookings  trickled  in;  Sirkin 
cast  five  actors  and  hired 
one  staffer  to  help  in  the 
office. 

Persistence  paid.  Word 
spread  that  Chamber  Theatre  offered 
qualit}^  educational  theater  for  a  good 
price — around  $3  a  head.  In  the 
1981-82  season,  ticket  sales  jumped  to 
$175,500.  Says  Sirkin:  "It  gave 
Chamber  the  money  we  needed;  qual- 
ity went  up  and  up.  Everyone  wanted 
us.  We  could  even  resume  touring  to 
the  smaller  towns." 

In  1984  Chamber's  revenues  were 
$380,000.  A  year  later,  $672,000. 
In  1989  the  company  took  in  over 
$2  million.  Sirkin  figures  she  nets 
60%  of  Chamber's  sales.  Last  year 
her  company  earned  over  $2  million 
on  sales  of  $3.8  million.  Not  bad  in 
a  field  where  nobody's  supposed  to 
make  money. 

Today  Chamber  brings  literature 
to  life  for  students  in  cities  like  Bal- 
timore and  El  Paso,  in  small  towns 
like  Waynesboro,  Ga.  and  Beckley, 
W.  Va.,  even  on  Indian  reservations. 
Many  of  these  kids  would  never  see 
live  theater  otherwise. 

Sirkin  hires  onlv  nonunion  actors. 


Three  of  Chamber's  shows  on  the  road 
Nonprofit-theater  types  sneer  at  Sirkin. 
Fine  with  her.  "if  folks  don't  like 
what  we're  selling,  they  won't  buy." 


"Actors'  Equit)'  could  ha\'e  employed 
a  lot  of  actors  with  us,"  says  Sirkin. 
"But  because  the  union  wouldn't 
play  ball,  none  of  its  members  are 
working  for  us."  Like  a  lot  of  unions. 
Actors'  Equity  is  more  interested  in 
enforcing  work  rules  than  in  expand- 
ing employment  opportunities. 

The  time  and  energy  Sirkin  saves 
bv  not  begging  for  money  she 
de\'otes  to  marketing.  She  designs  her 
own  promotional  brochures,  fiyers 
and  catalogs.  Working  with  artistic 
director  Patricia  Sankus,  Sirkin 
attends  casting  calls  across  the  coun- 
try, supervises  script-writing,  ap- 
proves set  designs  and  critiques  per- 
formaiv.es. 

Chamber  produces  six  to  eight 
national  tours  a  year  and  employ's  65 
actors,  directors  .\nd  technicians.  Last 


fall  Chamber  sent  out  four 
touring  companies,  each 
featuring  a  different  mix  of 
adapted  classics. 

The  biggest  seller:  a 
package  that  includes  adap- 
tations of  Poe's  "The  Tell- 
Tale  Heart,"  Washington 
Irving's  "The  Legend  of 
Sleepy  Hollow,"  W.  W. 
Jacobs'  "The  Monkey's 
Paw"  and  Twain's  "The 
Celebrated  Jumping  Frog 
of  Calaveras  County." 

The  not-for-profit  estab- 
lishment that  rules  most 
regional  theater  in  the 
U.S.  looks  down  its  nose  at  Sirkin 's 
company.  The  Nebraska  Theatre 
Caravan  in  Omaha  tours  shows  to 
schools  but  depends  heavily  on  gov- 
ernment and  corporate  handouts. 
Rachel  Hauben,  Caravan's  publici- 
ty/development coordinator,  sniffs 
at  Chamber:  "If  you're  for-profit,  it 
seems  to  me  you  have  to  be  very 
commercial." 

Sirkin  smiles.  "If  the  public  doesn't 
like  what  we're  selling,  they  just 
won't  buy." 

Perhaps  to  prove  her  point,  Sirkin 
has  taken  her  act  to  the  Great  WTiite 
Way.  In  1995  she  coproduced  Ter- 
rence  McNally's  Master  Class,  star- 
ring Zoe  Caldwell  as  opera  diva 
Maria  Callas.  The  show  won  awards, 
and  investors  recouped  their  money 
in  the  first  six  weeks  of  the  two-and- 
a-half-year  Broadway  run.  The  show 
is  now  touring  nationally  to  sold- 
out  houses. 

Says  Sirkin:  "I  hate  it  when  someone 
tells  me  I  can't  do  something."       ^ 
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CELEBRATING   SUCCESS 


[if  the  British,  who  granted  India  independence  fifty  years  ago,  had  returned  for  the  freedom  bash 

on  August  15,  they  would  hardly  have  recognized  the  country  they  had  left  behind. 

Vhen  its  tryst  with  destiny  came  in  1947,  India  was  an  agricultural  economy  which  was  struggling 

to  find  its  place  in  the  comity  of  the  industrialized  nations.  Its  exports  were  largely 

agroproducts,  and  it  had  a  fledgling  industrial  base. 


roday,  India  is  among 
the  top  ten  industrialized 
nations  with  a  pool  of 
icntific  manpower  which  is  ranked 
lird  in  the  world.  Entire  industrial 
ties  churn  out  steel,  automobiles, 
jmputer  software  and  precision 
achines.  Among  the  country's 
;ports  are  software,  engineering 
-oducts,  automobiles,  diamonds, 
gh- fashion  leather  garments  and 
irious  other  products.  And  most 
rikingly,  shop  shelves  are  groaning 
ith  products  from  the  world's 
ggest  players  which  have  set  up 
lOp  in  the  country. 

Almost  all  of  these  starding  changes  are 
c  direct  result  of  government  initiatives 
idertaken  in  1991  to  liberalize  the 
onomy.  From  independence  until  then, 
idia  had  been  firmly  strapped  to 
c  wheel  of  socialism,  with  all  economic 
tivitA'  regulated  through  a  licensing 
stem.  By  1991,  the  shortcomings  of 
at  system  stood  exposed  when  the 
'Untry  teetered  on  the  brink  of  eco- 
)mic  collapse.  Inflation  was  12%, 
reign  exchange  earnings  had  fallen  to 
5t  USSl  billion  and  the  country's  credit- 
Drthiness  had  been  downgraded  by 
cernational  ratings  agencies. 
In  the  six  years  since,  there  has  been 
remarkable  turnaround,  thanks  to  the 
Jmantling  of  the  licensing  system  and 
w   economic    initiatives.    The    national 


growth  rate,  which  had  languished  at 
3.5%  for  decades,  has  now  doubled  to 
7%,  inflation  is  below  4%  and  the 
country's  foreign  exchange  reserves  have 
reached  US$25  billion.  More  importantly, 
with  the  deregulation  of  foreign  invest- 
ment, overseas  companies  have  invested 
more  than  US$8  billion  in  industry  and 
foreign  fund  managers  have  taken  up 
some  US$12  billion  in  Indian  scrips. 

The  most  visible  effect  of  deregulation 
has,  of  course,  been  on  industry,  where 
multinationals  such  as  Daewoo,  Samsung, 
Sony,  Panasonic,  Ford  and  General 
Motors  have  established  production 
facilities,  unleashing  a  flood  of  goods  onto 
the  fi-ee  world's  largest  consumer  market. 
But  the  most  dynamic  area  of  change  has 
been    financial    services,   where   foreign 


funds  are  emerging  as  market- 
movers  and  sizeable  investors  in  local 
corporations. 

The  lure  for  such  investments  in 
the  bourses  has  been  reform  in 
the  capital  markets  -  marked  by  the 
creation  of  the  Securities  and 
Exchange  Board  of  India,  a  regula- 
tory agency  that  is  similar  to 
the  U.S.  Securities  and  Exchange 
Commission.  The  National  Stock 
Exchange  (NSE),  set  up  in  the  mid- 
1990s,  is  another  initiative  which 
has  made  trading  more  transparent, 
to  the  immediate  approval  of  for- 
eign investors.  Managed  by  professionals, 
the  exchange  is  screen- based,  as  opposed 
to  the  ring-based  open-outcry  system, 
which  prevailed  until  two  years  ago  at 
the  Bombay  Stock  Exchange  (BSE). 
The  NSE,  which  is  networked  with  152 
cities  in  the  country,  has  now  become  its 
largest  stock  exchange  in  terms  of  trade 
volume,  eclipsing  the  primacy  of  the  BSE. 
Currendy,  the  NSE  trades  2.5  times  more 
than  its  older  counterpart. 

Changing  Fundamentals 

"Our  screen-based  trading  is  almost 
instantaneous  since  it  can  match  offers  in 
2.5  seconds.  There  is  a  fund  of  data  on 
display,  in  terms  of  volumes  and  prices, 
and  we  have  a  real-time  index.  Variations 
from  the  previous  day's  trading  are  shown 


New  technology  is  changing  the  commercial  face  of  India 

■  Deregulation  has  povided  the  engine  for  growth  ■ 

•  Inward  investment  has  reached  record  levels  ■ 
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simultaneously.  To  investors,  all  this 
means  finer  prices.  Furthermore,  we  are 
very  strict  on  payment  and  delivery 
schedules,  which  is  why  we  are  the  most 
popular  bourse  today,"  says  Dr.  R.H.Patil, 
managing  director  of  the  National  Stock 
Exchange. 

One  of  the  reasons  why  the  NSE  has 
been  able  to  network  itself  so  efficiently 
is  because  of  the  government's  emphasis 
on  investing  in  infrastructure  industries 
such  as  power,  telecommunications  and 
transportation.  Until  three  years  ago,  all 
these  sectors  had  been  government -run. 
However,  with  deregulation  especially  in 
telecommunications,  increased  efficiencies 
have  spread  right  across  the  industry. 

Supporting  networking  efforts  for 
tomorrow  is  a  government-owned  com- 
pany, Videsh  Sanchar  Nigam  Ltd.  (VSNL), 
which  is  the  sole  international  gateway 
and  service  provider  for  India's  50,000 
Internet  surfers.  However,  VSNL,  which 
has  recendy  been  granted  more  opera- 
tional   autonomy    as    a    step    towards 
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For  a  country  that's 
considered  one  ot  the 
world's  most  promising 
markets  today,  a^d  poten- 
tially a  great  economic 
power  ot  tomorrow,  trade 
promotion  is  a  tremendous 
challenge.  But  over  the 
years,  the  India  Trade 
Promotion  Organisation 
(ITPO)  has  succeeded  in 
providing  an  invaluable 
impetus  to  a  vast  range 
of  activities  (or  promotion 
ol  trade,  investment, 
industrial  growth  and 
technological  upgradation. 

Being  the  coun 
try's        premier 
trade  promotion 
agency.      ITPO     vt  it»n  ^  intti  ^mv^mtna 


ads  as  an  indispensable 
interface.  For  the  trans- 
action of  products,  tech- 
nologies and  services 
Between  India  and  the  rest 
ol  the  world 


Whether  it  is  organising 
international  trade  exhi- 
bitions in  India's  most 
prestigious  exhibition  com- 
plex viz.  Pragati  l^aidan. 
New  Delhi  or  at  other 
venues  around  the  world  Or 
It  is  export  promotion,  trade 
development  through  buyer- 
seller  meets,  exchange 
ol  business  delegations, 
conducting  market 
^_®_^  surveys       etc., 

"^^=5"  ITPO  is  the  name 

to  reckon  with. 
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INDIA  TRADE  PROMOTION  ORGANISATION         i 

Pragali  Bhaoan,  Pragali  Maidan,  New  Delhi!  lOOOl 

Fax    91  11-3318142  3317896,  3320855  Telex    031-61311,61022.65155 

E-mail   itpo  0  giasdIOl  vsntnetm 
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The  Taj  Palace  Hotel-New  Delhi. 
The  Taj  Group  of  Hotels  offers  world- 
class  luxury  throughout  the  country. 


privatization,  may  see  its  monopoly  as 
a  service  provider  ending,  with  private 
competitors  entering  the  business.  In 
response,  VSNL  is  taking  steps  to  set  up  a 
wholly  owned  subsidiary  with  a  global 
player.  "This  subsidiary  will  handle  value- 
added  services  such  as  Internet  service 
provision,  ft^ame  relay  and  mobile  global 
satellite  services.  The  advantage  of  having 
a  separate  company  is  that  it  will  enable  us 
to  create  a  work  culture  that  is  focused  on 
providing  the  highest -quality  products 
and  services  in  a  competitive  environ- 
ment," says  Amitabh  Kumar,  VSNL's 
director  of  operations. 

The  changes  rendered  by  deregulation 
are  particularly  tough  on  government- 
owned  institutions,  which  are  seeing 
their  monopolies  crumble.  It  is  acute  in 
the  case  of  development  banks,  where  the 
tap  of  government  flinds  has  been  turned 
off,  forcing  them  to  raise  funds  in  the 
capital  markets.  Simultaneously,  they 
face  new  demands  such  as  funding  the 
needs  of  private  companies  that  have 
massive  infi-astructure  projects. 

Creating  a  Growth 
Culture 

For  the  Industrial  Development  Bank 
of  India  (IDBI),  the  country's  largest 
development  bank  which  disbursed  loans 
totalling  USS3.68  billion  in  fiscal  1996- 
97  (ended  March  31,  1997),  the  continu- 
ally changing  business  parameters  have 
meant  a  frantic  race  to  keep  up.  Global 
consultant  Booz,  Allen  and  Hamilton 
has  submitted  a  report  suggesting  a  total 
reorganization  but,  even  as  this  is  being 
implemented,  it  is  clear  that  substantial 
modifications  will  have  to  be  made. 


"Given  the  changes  that  are  lik 
to  take  place  in  three  years'  time,  a  1 
of  radical  changes  are  set  to  happen  ai 
the  complexion  of  our  businesses  at 
resource  -  raising  strategies  will  have 
be  re-thought.  A  lot  of  our  activities  w 
then  be  related  to  short-term  fiandi 
and  the  foreign  exchange  and  capi 
markets,"  says  S.H.  Khan,  IDBI's  cha 
man  and  managing  director. 

The  pivot  of  convertibilit\'  relies  on 
comfortable  cushion  of  foreign  exchan 
reserves  which  today  stand  at  US$ 
billion.  But  exports,  valued  at  US$: 
billion,  are  not  growing  and  a  tra 
imbalance  of  US$1.2  billion  persisi 
Fortunately,  the  emphasis  on  trade  pi 
motion  is  not  lost  on  the  governme- 
which  is  urging  businesses  to  mount  .< 
aggressive  export  offensive.  Aiding  1 
export  drive  is  the  India  Trade  Promoti' 
Organization,  which  organizes  trade  fq 
at  more  than  50  venues  in  as  me, 
countries  annually. 

The  agency,  which  is  governme, 
owned,  has  been  striking  out  into  n: 
markets  to  showcase  Indian  produ< 
"Last  year  we  took  Indian  products 
places  as  far  apart  as  Almat)',  Sao  Pau 
Dubai,  Kathmandu  and  Buenos  Aii 
This  year  we  wiU  be  holding  exhibiti< 
in  Moscow,  Rangoon,  Mexico  C 
and  the  French  Reunion  Island 
comments  K.K.  Mathur,  chairman  < 
managing  director  of  the  Organization 

One  industry  that  will  continue  to  e 
larger  amounts  of  foreign  exchange  is 
hotel  and  tourism  business.  Last  y< 
according  to  analysts,  the  industry  ' 
worth  USS2.87  billion  and  attracted  m 
than   2    million  visitors   to   the   coun 
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his  is  expected  to  reach  the  3  million 
lark  b\'  the  turn  of  the  century.  To  help 
chieve  this  goal,  the  government  has 
jawTi  up  a  national  tourism  polio,-  which 
i  expected  to  be  announced  shortly. 

Most  of  the  hotel  chains  have 
nnounced  massive  investment  plans  to 
ash  in  on  the  tourism  boom.  The  Taj 
Iroup,  the  country's  largest,  with  5,400 
3oms,  intends  to  add  another  3,500  more 
1  the  next  five  years.  The  Group's  biggest 
enture  is  a  USS280  million  project  to 
uild  an  international  convention  center 
nd  850 -room  hotel  in  Bombay's  new 
iternational  financial  district  of  Bandra. 
lore  unusual  is  the  projected  construe- 
on  of  a  250 -room  health  resort,  with  a 
:hool  of  traditional  Indian  medicine 
ctached,  in  collaboration  with  the  New- 
ge  health  guru.  Dr.  Deepak  Chopra. 

Apart  from  building  five -star  luxury 
otels,  the  Taj  Group  is  vigorously 
ursuing  new  opportunities  by  forming 
lint  ventures  with  state  governments, 
rgely  in  South  and  West  India.  In  Kerala, 

has  established  t\\x  new  de\elopmcnts 


and  initiated  the  concept  of  backwater 
tourism.  In  Karnataka  three  projects  are 
nearing  completion  and  in  Maharashtra, 
where  the  Taj  Group  is  promoting  beach 
and  hill  resorts,  three  projects  are  in  the 
final  stages  of  construction. 

Although  India  gained  independence 
50  years  ago,  the  years  of  economic 
reckoning  and  integration  with  the  world 
economic  order  have  lasted  barely  six. 
The  period  since  1991  has  been  one 
of  consolidation,  accompanied  by  a  steep 
learning  curve.  There  are  doubts  as  to 
whether  the  deregulation  process  is 
reversible.  This  was  particularly  true 
earlier  this  year,  during  a  time  of  political 
uncertainty'.  But  the  experience  of  no 
policy  reversals,  despite  two  coalition  gov- 
ernments in  two  years,  proves  that  the 
changes  have  been  endorsed  by  the  entire 
political  spectrum. 

With  more  sectors,  such  as  roads, 
ports  and  oil  exploration,  set  to  attract 
global  investment,  it  is  clear  that  the  best 
years  of  independence,  and  deregulation, 
are  vet  to  come. 


FOREIGN   INVESTMENT  IN  INDIA 

(IN  US$MILLIONS| 
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•Global  Depository  Receipts,  akin  to  American 

Depository  Receipts 

S(Hirce;  Reserve  Bank  of  India. 

It's  time  we  work 
for  freedom  again. 

Economic  freedom. 


There  is  probably  nothing  more  imporlani  than  the  freedom  lo  communicate.  The  freedom 
to  communicate  with  anyone,  anywhere  on  the  globe.  As  the  exclusive  provider  of  all 
overseas  communication  to  and  from  India,  VSNL  offers  a  comprehensive  range  of  basic 
and  value  added  services  such  as  ISD  to  236  territories,  Telex,  Facsimile,  Television 
transmission/reception.  Gateway  Packet  Switching,  tiigh  Speed  Digital  leased  lines, 
Inmarsat  mobile  satellite  telecommunications,  Internet  access.  E-mail,  Electronic  Data 
Interchange  and  Video  Conferencing.  With  the  help  of  an  extensive  infrastructure  of  earth 
stations,  state-of-the-art  digital  gateways,  optical  fibre  multimedia  cables  and  multimedia 
data  switches.  In  a  bid  to  effectively  address  the  demand  for  high  quality  international 
service,  VSNL  continues  to  make  extensive  investments  in  new  microwave  and  fibre  optic 
links,  digital  circuit  multiplication  equipment,  new  earth  stations,  international 
superhighway  gateway  nodes,  global  multimedia  satellite  systems,  ICO-Global's  hand-held 
satellite  telephone  system,  British  Telecom's  Concert  Packet  service  and  several  other 
important  projects.  VSNI,  an  international  company  with  international  ownership,  is  today 
ranked  among  the  world's  best  telecom  providers.  The  prestigious  magazine  Data 
Communications,  USA  said  that  research  proved  that  VSNI  enjoyed  even  better  ratings 
than  many  of  its  European  counterparts.  A  fact  borne  out  by  the  overwhelming  response  to 
its  maiden  GDR  issue  ■  the  largest  listed  on  the  London  Stock  Exchange.  Acclaimed  as  one 
of  the  'Navralnas'  for  building  global  skills  and  competence,  VSNL  closed  this  year  with 
a  total  revenue  of  US$  1.48  billion,*  net  profit  of  US$  141.3  million  and  an  EPS  of  US$ 
1.766.  Making  it  one  of  the  country's  biggest  profit  making  companies  As  India 
completes  50  years  of  independence,  VSNI,  India's  gateway  to  the  world,  is  taking 
telecommunications  to  the  21st  century.  Come  join  the  celebrations. 


«> 


VIDESH  SANCHAR  NIGAM  LIMITED 

(A  Government' of  India  Enterprise) 

Celebraf'mg  the  50fh  anniversary  of  India's  independence. 


fupee  Dollar  Exchange  role  al  Hi    35  72  lo  o  US  Dollai 


BOMBAY:  The  Taj  Mahal  Hotel. 

old  world  elegance  with  modern  facilities. 


NEW  DELHI:  Taj  Palace  Hotel. 

luxurious  comforts:  Jrom  grand  lobby  to  exclusive  Club  Floors. 
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The  Taj  Mahal  Hotel.  JVEW  DELHI 
a  home  away  from  home  for  the  leaders  of  the  world. 
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The  Taj  West  End.  BANGALORE 
charming  cottages  and  villcLs  set  am.idst  20  tropical  acres. 


MADRAS:  Taj  Coromandel. 

contemporary  elegance  with  an  air  of  relaxed  efficiency. 


Taj  Bengal.  CALCUTTA 
a  tranquil  oasis,  far  from  the  ordinary. 
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TA|    LUXURY   HOTELS:  THL   TAl    MAHAL    HOTEL,   BOMBAY:  THE    LA)   MAHAL   HOTEL.   NEW   DELHI:   TA|   PALACE 


WHEREVER 

YOU   DO  BUSINESS  IN   INDIA 

THINK  TAJ. 


One  of  the  many  advantages  enjoyed  by  guests 
of  Taj  Luxury  Hotels  is  the  prestigious  address. 
This  is  true  of  all  our  grand  luxe  properties.  The 
ultimate  business  address:  central  to  the 
commercial  hub  and  the  very  embodiment  of  social 
life.  Much  has  been  written  in  praise  of  the  Taj 
Experience.  Yet,  even  regular  guests  will  be  very 
pleasantly  surprised  upon  their  return.  We  have 
recently  invested  over  US$100  million  in 
refurbishing  all  Taj  Luxury  properties.  We  now 
modestly  boast  the  finest  guest  rooms  and  business 
centres  in  all  India.  Add  to  this  24-hour,  round 
the  clock  facilities,  late  night  operations  of  our 
travel  ticketing  services,  the  indulgently  exclusive 
Business  Floors  and  the  finest  dining  in  the  city. 
In  short,  no  one  else  can  offer  you  India  like 
Taj  Luxury  Hotels. 


BOMBAY  *  NEW  DELHI  *  MADRAS 
CALCUTTA  *  BANGALORE 
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TAJ  LUXURY  HOTELS 


'Th^^din^otels  ofthdWorid^ 


LOOK  US  UP  ON  http://www.travelweb.com/thisco/taj/common/taj.html. 
■ORBOOKJNGS  FAX  BOMBAY  (91-22)  283-7272  OR  CALL  T/ie'ieadm^^ofe/so/-f/;e'^U'or/rf.    U  T  E  L  L  ORYOUR  TRAVEL  PLANNER. 

•  INTIRNATIONAL 

DELHI;  TA|    BENGAL.   CALCUTTA;   THE   TA|   WEST   END.   BANGALORE;  TA|   COROMANDEL.   MADRAS. 


AcohuTJuidirectory  of  the  hotels  isavmlahk.  Please  fax  your  request  to  (91-22)  283-7272  quoting  "TAJFORBES" 
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INDIA  CELEBRATING  SUCCESS 


An  Interview  with  Finance 
Minister  P.  Chidambaram 

By  Sailesh  Kottary 


Konary:  Minister,  you  have  been  hard -selling 
India  as  a  destination  for  investment  at  various 
international  forums.  What  has  India  got  to  offer 

global  investors? 

Chidambaram:  India  has  size,  quality  and 
human  resources,  together  with  natural 
resources,  which  make  it  a  suitable  base 
for  global  production.  Such  large-scale 
production  is  not  possible  without  a 
large  domestic  market.  India  is  one  of  the 
few  countries  fortunate  to  have  one.  We 
have  a  good  rate  of  savings  and  high- 
quality  paper  which  still  receives  support 
in  the  capital  markets.  In  addition  to  a 
long  tradition  of  manufacturing,  we  have 
almost  infinite  opportunities,  especially 
in  the  agricultural  and  agro-related  indus- 
tries. The  legal  system  compares  favorably 
with  the  best  in  the  Western  world,  and 
our  accounting  standards  reflect  British 
and  American  principles.  We  are,  after  all, 
a  civil  society  bound  by  the  rule  of  law 


and  democracy.  In  short,  India  is  a  fine 
place  in  which  to  live  and  work,  making 
the  country  an  extremely  attractive  invest- 
ment destination.  More  than  that,  India's 
needs  are  huge.  Investment  opportunities 
abound  in  roads,  power,  telecommu- , 
nications,  ports  and  aviation.  Virtually 
no  other  country  needs  to  add  as  much 
capacity  in  as  many  industries  each  year. 
These  needs  present  massive  opportu- 
nities for  the  investors. 

Kottary:  How  do  you  find  the  state  of  the  Indian 
economy? 

Chidambaram:  The  ftindamentals  are  good; 
I  mean  the  inflation  rate  is  below 
5%,  foreign  exchange  reserves  are  more 
than  USS25  billion,  the  rupee  is  stable 
and  the  controls  which  the  Central 
Banking  Authority'  has  put  in  place  are 
working.  The  debt/service  ratio  has  come 
down,  our  external  economy  is  quite 
good  and  foreign  investors  seem  to  have  a 
great  deal  of  confidence  in  our  economy. 
Nevertheless,  there  are  some  clouds  on 
the  horizon.  Some  issues  remain  unre- 
solved. These  include  the  issue  of  trade 
liberalization,  the  oil  pool  account  deficit. 


Finance  Minister  P.  Chidambaram 


reforms  in  agriculture  and  the  larg 
question  of  reforms  in  the  public  sect 
(government -owned  companies). 

Kottary:  Despite  all  that  has  been  done  to  i 
regulate  the  economy,  when  compared 
neighboring  China,  India  still  draws  much  le 
foreign  investment... 
Chidambaram:  These  are  poor  comparisoi 
For  one,  China  started  to  deregulate  as  : 
back  as  1983.  So  if  one  has  to  make  a| 
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A  PREMIER  Financial  Institution 

IN    THE    EMERGING    MARKETS 


India  is  Asia's  emerging  success  story.  Industrial  Development 
Bank  of  India,  India's  foremost  financial  institution,  is  the  key 
player  in  its  industrial  transformation.  And  with  liberalisation 
sweeping  the  country,  it  is  playing  a  pivotal  role  in  helping 
India  integrate  into  the  world  economy. 

For  foreign  investors  looking  towards  India,  there  is  no  better 
place  to  start  with  than  IDBI.  Intimate  knowledge  of  India's 
complex  and  inter-related  markets.  Expertise  of  diverse  industrial 
sectors.  Feel  of  economic  trends.  Products  and  services  ranging 
from  project  funding  to  merchant  banking.  A  team  of  committed 
professionals. ..Everything  you  would  expect  from  the  world's 
7th  most  profitable  development  financing  instimtion  with 
diversified  assets  over  US  $  1 3  billion  and  a  net  worth  exceeding 
US  $  2  billion.  As  a  forward  looking  financial  institution,  IDBI 
is  equipped  to  fece  future  challenges  and  help  India  take  its 
rightful  place  in  the  global  markets. 
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Industrial  Development  Bank  of  India 

Developing  India  -  Tfirougfi  Innovative  Finance 

IDBI  Tower,  Cutfe  Parade,  Mumbai  -  400  005,  India. 
Ph.  (22)  2189117  Fax  :  2180411/2188137  Telex  :  0118-2193/4812. 
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comparisons  with  China,  one  must  com- 
pare the  first  six  years  of  deregulation, 
think  we  compare  prett)'  well  on 
that  account.  Again,  many  ot  China's 
breign  investments  are  driven  by  overseas 
Chinese  -  what  is  known  as  round- 
pping.  Most  importandy,  China  rules 
y  fiat,  I  don't. 

iottarf  Certain  potential   investors  feel  that 
process  of  liberalization  of  ttie  economy,  of 
tefegulation,  is  not  deep-seated  enough  to  be 

irsible.  How  valid  is  the  assumptioa? 

Mambaram:    It    is    totally    invaUd.  The 

roccss  of  liberalization  is  irreversible.  In 

he  past  sLx  years,  tell  me  of  one  policy,  or 

nne  decision,  which  has  been  reversed. 

X-  government  may  have  been  slow  in 

tertain  instances,  but  there  is  no  case  of 
ny  decision  ha\ing  been  reversed. 
ottary:  Do  you  think  the  Enron  power  project 
Ivhich  had  to  run  the  legal  gauntlet  and  was 
i^ayed  for  almost  two  years,  has  been  a  defer- 
ent to  U.S.  investment  in  such  infrastructure 
irojects? 

:hidanibarani:  No.  In  fact,  Enron  has  been 
I  learning   experience    for   the    foreign 


investor  as  well  as  our  government.  The 
way  the  Enron  issue  was  eventually 
resolved,  as  both  Kenneth  Lay  (Enron 
CEO)  and  Rebecca  Mark  (chief  of 
Enron's  India  operations)  often  say, 
satisfied  everyone.  According  to  them, 
very  few  countries  could  have  resolved 
24  separate  legal  cases  in  a  time  fi-ame 
of  less  than  two  years. 

Kottary.  Aren't  we  seeing  much  of  America's 
investment  coming  in  industries  of  marginal 
significance,  such  as  soft  drinlcs,  potato  chips, 
tomato  paste,  ice  cream  and  so  on? 
Chidambaram:  Absolutely  wrong.  Over 
85%  of  the  investment  we  get  is  in  the 
core  sector.  I  don't  believe  that  agro- 
processing  is  a  soft  sector -it  is  absolutely 
central  to  India's  reforms.  If  you  look  at 
very  soft  areas,  and  I  don't  even  know 
how  to  define  these,  the  share  of  invest- 
ment is  less  than  5%  of  the  total. 

Kottary:  There  is  a  belief  in  U.S.  business  circles 
that  India  is  not  tough  enough  in  enforcing  the 
principle  of  intellectual  property  rights.  How  valid 
is  this  belief? 
Chidambaram:  Not  correct,  as  it  is  too  v^de 


a  generalization.  There  are  seven  separate 
areas  of  intellectual  property  and  India 
compares  very  favorably  in  at  least 
five  of  these  areas.  There  are  small  gaps 
in  corporate  law,  although  we  score  better 
than  other  countries  in  protecting  copy- 
right of  software,  and  even  those  gaps 
are  being  filled  in.  The  one  area  in  which 
we  are  lagging  behind  is  in  patent  rights 
for  pharmaceuticals  and  chemicals.  The 
reason  for  this  is  we  have  not  granted 
product  patents  for  pharmaceuticals, 
foods  and  chemicals  for  the  past  20  years. 
And  when  we  negotiated  at  Geneva 
(during  the  WTO  meeting)  we  won  a 
phase-out  period  of  ten  years.  We're 
committed  to  this.  There  is  no  point  in 
giving  us  a  grace  period  of  ten  years  and 
then  complaining  about  it.  I  could  say  the 
same  thing  about  textiles.  Indeed,  I  would 
like  to  see  all  import  quotas  on  textiles 
abolished,  but  Western  countries  have  a 
similar  ten-year  phase-out  period  in  force. 

Written  by  Sailesh  Kottary 
Marketed  by  Mediascope,  Forbes 
representatives  for  India 
Produced  by  Adil  Jilla,  MEIAC,  U.K. 
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How  else  would  you  Like  one  of  the  world  s  most 


prorrn  si  n 

served  to  you.  On 

You  have  always  known  it.  Over  the  next  few  decades  India  will  be 
among  the  handful  of  markets  that  will  drive  the  world  economy. 
Bringing  this  market  literally  to  your  desk  is  one  of  the  pioneering 
cyber  -  age  stock  exchanges  of  the  world,  National  Stock  Exchange 
of  India.  Commencing  operations  in  November  1994,  NSE  first 
introduced  to  the  mature  stock  market  of  India  fully  -  computerised 
seamless  trading. 

Today  NSE  is  India's  largest  stock  exchange  covering  more  than  1 50 
Indian  cities  and  towns.  Powered  by  a  network  of  1 500  VSAT's,  whose 
technological  virtuosity  is  arguably  unmatched  in  the  world.  A  network 


g  markets 

your     desk    perhaps . 

that  has  won  the  prestigious  best  IT  user  award.  Its  over  1000 
trading  members  deal  in  over  1400  equity  stocks  and  700  debt 
securities  using  a  24-hour  helpline.  This  vigorous  daily  trade 
currently  totals  upto  Rs.  I  8  billion  in  equities  and  Rs.4  billion  in  debt 
securities.  Matching  NSE  technology  and  NSE  size  is  the  high  quality 
of  NSE  service.  NSCCL,  a  NSE  subsidiary  .  offers  clearing  operations 
in  the  four  major  Indian  cities  and  is  the  only  clearing  corporation  in 
the  country  to  guarantee  financial  settlement.  NSE  is  the  only 
exchange  in  India  to  offer  depository  trading  and  settlement.  Log 
on  to  NSE  and  discover  the  power  of  the  tomorrow   that  is  India. 


NATIONAL   STOCK   EXCHANGE   OF   INDIA   LIMITED 

We  are  only  living  up  to  our  name 


C 
D 


Write  to  us  at :  National  Stock  Exchange  of  India  Ltd. .  Mahindra  Towers,  Worli.  Mumbai  -  4000 1 8.  India.Tel :  9 1  -22-4960525  Fax  :  9 1  -22-493563  I  orvisit  us  at :  http  :  // www.nseindia.com 
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Santa  Cruz  Operation  is  yet  another  Bill  Gates- 
endangered  species.  Does  Microsoft  win  them  all? 

Watch  out 
for  sharks ! 


By  Josh  McHugh 

A  PUDGY  SEA  LION  snoozes  on  a  sun- 
warmed  wood  beam  beneath  a  pier. 
There's  a  restaurant  on  the  pier  above 
the  contented  mammal.  We're  in  the 
northern  California  surfing  mecca  of 
Santa  Cruz,  and  Douglas  Michels, 
cofounder  of  the  Santa  Cruz  Opera- 
tion, headquartered  nearby,  holds 
forth.  He's  celebrating  the  engineer- 
ing virtues  of  Unix. 

The  engineering  virtues  are  well 
known.  Unix  is  a  2 8 -year-old  operat- 
ing system  much  beloved  of  comput- 
er geeks  and  systems  operators.  Its 
software  stitches  together  the  Inter- 
net, telephone  systems  and  other 
large  networks;  it  keeps  options  trad- 
ing systems  at  Wall  Street  houses  and 
bank  teller  networks  going. 

For  the  Santa  Cruz  Operation, 
which  employs  1,100  people  in  this 
seaside  idyll,  Unix  is  bread  and 
butter.  The  firm  sells  more  Unix  net- 
working and  operating  softAvare  than 
any  other  pure  software  firm. 

But  like  Unix  itself,  SCO  isn't  bask- 
ing in  the  sun  these  days.  It  lost 
money  in  fiscal  1995  and  1996  and 
lost  $25  million  on  sales  of  $27  mil- 
lion for  the  quarter  ended  in  July.  Its 
stock,  as  high  as  $13.75  in  early 
1995,  was  recendy  selling  at  $6. 

What's  the  matter?  Bill  Gates 
again.  The  black  fin  slicing  through 
the  water  belongs  to  Microsoft, 
which  has  already  swallowed  up  the 
market  for  desktop  operating  systems. 
Various  versions  of  Windows  run 
about  90%  of  the  world's  personal 
computers.  Now  the  Seattle  crowd 
wants  Unix's  networking  software 
market  as  well. 

The  Microsoft  network  operating 
system,  Windows  NT,  is  a  Unix  killer. 

290 


Although  a  great  many  more  com- 
puters run  Unix  than  NT,  NT  has 
taken  the  lead  in  new  sales  (see  chart, 
p.  292).  Shipments  of  Windows  NT 
increased  86%  in  1996,  versus  a  mere 
15%  growth  for  Unix,  according  to 
International  Data  Corp. 

Unix  remains  the  hands-down 
favorite  of  the  pocket-protector  set. 
Has  been  since  two  AT&T  Bell  Labs 
programmers,  Kenneth  Thompson 
and  Dennis  Ritchie,  invented  Unix 
in  1969. 

Thompson  hacked  together  the 
first  version  of  Unix  and  used  it  to 
play  videogames  on  one  of  Bell 
Labs'  computers  without  disturbing 
other  users.  Thompson  showed  his 
handiwork  to  Ritchie,  who  was 
developing  a  language  he  called  C. 
Starting  in  1972,  and  using  C,  the 
two  rewrote  the  early  version  ot 
Unix  in  such  a  way  that  it  could  run 
on  several  different  kinds  of  com- 
puters and  microprocessors. 

Thus  did  Ritchie  and  Thompson 
take  a  major  step  toward  the  phe- 
nomenon referred  to  today  as  "open" 
computing — ^computer  software  and 
hardware  that  works  not  only  with 
the  products  made  by  its  own  manu- 
facturer but  with  other  manufactur- 
ers' wares  as  well. 

Neither  Thompson  nor  Ritchie 
ever  got  rich  off  their  portable  oper- 
ating system.  At  the  time  AT&T  was 
forbidden  by  a  government  decree 
from  marketing  softrware.  It  licensed 
Unix  for  $20,000  to  commercial 

Santa  Cruz  Operation's 
chief  executive,  Alok  Mohan 
NT  has  very  big  jaws. 
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2  users — and  for  almost  nothing  to 
I  universities. 

3  Enter  Doug  Michels  and  his  father, 
Lawrence.  They  started  sco  in  1979 
to  commercialize  Unix,  focusing  on 
software  that  could  run  on  networks 
of  up  to  80  desktop  computers  or 
terminals.  It  marketed  the  software  to 
smalhsh  businesses,  dentists'  offices, 
fast-food  restaurants  and  drugstore 
chains. 

Soon  thereafter  hardwaremakers 
Silicon  Graphics  and  Sun  Microsys- 
tems adapted  Unix  to  run  their  pow- 
erful networks  of  up  to  several  thou- 
sand computers. 

Back  in  Seattle,  Microsoft  was 
building  its  desktop  software  empire. 
Now  that  Microsoft  wants  Unix  for 
lunch,  does  Unix  stand  a  chance? 
Michels  says  network  managers  will 
continue  to  prefer  it  to  Windows  NT. 
Why.>  People  who  set  up  and  main- 
tain computer  networks  want  to  see 
and  tinker  with  a  system's  innards. 
Unix  lets  them  do  that  more  readily 
than  NT  does. 

There  may  be  something  to  that 
argument.  A  lot  of  people  look  back 
nostalgically  to  the  days  when  they 
could    fiddle   with    their   own   car 
engines.  You  can't  easily  do  that  with 
modern  cars — or  with  Microsoft  soft- 
ware.   There's    a    general    feeling 
among  the  networking  community 
that  Windows  NT  is  not  as  depend- 
able and  as  easy  to  adjust  as  Unix.  It's 
one  thing  if  your  personal  computer 
crashes  while  you're  playing  a  game 
of  video  solitaire.  It's  quite  another  if 
the  server  running  the  workstations 
in  your  bank  branch  crashes. 

Microsoft  insists  that  Windows 
NT  can  do  everything  a  Unix  system 
can  do,  but  faster  and  for  less 
money— and  has  benchmark  test 
results  to  show  that  it  can.  sco  and 
the  Unix  crowd,  armed  with  their 
own  test  results,  say  that  theirs  is  the 
faster  system,  and  is  capable  of 
crunching  numbers  at  a  lower  cost 
per  computation. 

Sun  Microsystems,  long  the  cham- 
pion of  networked  computing,  is 
flourishing  on  the  perception  that 
Windows  NT  is  not  ready  to  run  large 
crucial  network  systems.  But  NT  has 
made  significant  inroads  in  the  mar- 
ket for  smaller  networks  in  which 
SCO  specializes. 
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At  any  rate,  SCO  is  going  to  put  up 
a  heck  of  a  fight.  Two  years  ago  Alok 
Mohan,  who  had  spent  one  year  as 
SCO's  president  and  chief  operating 
officer,  took  the  helm.  Doug  Michels 
remains  chief  technology  officer. 

Mohan  raised  SCO's  research  and 
development  budget  and  pointed  it 
toward  an  emphasis  on  Internet  and 
intranet  computing.  Mohan  also 
made  SCO  the  ultimate  keeper  of  the 
Unix  flame  when  he  bought  the 
licensing  rights  to  the  Unix  source 
code  fi-om  Novell  in  1995,  two  years 
afi:er  Novell  had  bought  the  original 
code  fi-om  AT&T. 

One  factor  in  SCO's  favor  is  the 
trend  toward  putting  as  much  soft- 
ware as  possible  on  a  central  server 
and  running  slimmed-down  com- 
puters on  employees'  desks.  This 
cuts  the  high  cost  of  maintaining 
large  numbers  of  software-glutted 
desktop  computers.  It  also  means 
that  companies  will  require  industri- 
al-strength operating  systems  on 
their  servers. 

And    Mohan    plans    on    playing 


offense  as  well  as  defense.  Although 
SCO's  sales  have  been  mainly  to  small 
businesses  or  those  with  relatively 
simple  networking  tasks,  it  may  soon 
snatch  some  customers  in  the  high- 
end  network  business,  where  Sun 

Who  owns  the  network? 


New  clients  (millions) 
35 


■Worldwide  shipments  of  servers,  multiplied 
by  estimate  of  typical  clients  per  server. 
Source:  International  Data  Corp. 

The  Microsoft  network  system 
is  f  Billing  on  Unix. 


Santa  Cruz  Operation's  Doug  Michels 
Wireheads  iove  Unix. 
But  wtiat  about  the  suits? 


Microsystems'  Solaris  version  of  Unix 
is  now  dominant. 

Here's  where  SCO  gets  its  foot  in 
•that  door:  Sun's  version  of  Unix  is 
optimized  for  workstations  running 
on  servers  powered  by  RISC  (reduced 
instruction  set  chip)  microprocessors 
made  by  IBM  and  Hewlett-Packard. 
Sun  does  not  sell  much  Unix  soft- 
ware optimized  to  run  on  Intel 
chips — Intel  being  second  on  Sun 
Chief  Executive  Scott  McNealy's  list 
of  archenemies,  after  Microsoft.  SCO 
accounts  for  about  75%  of  the  Unix 
software  sold  to  run  on  Intel  chips. 
When  Intel's  extremely  powerful 
Merced  chip  arrives  in  a  year  or  two, 
servers  using  Intel  chips  could  com- 
pete on  Wall  Street,  where  Sun 
Microsystems  is  strong,  and  SCO's 
version  of  Unix  could  get  some  busi- 
ness now  belonging  to  Solaris. 

Servers  that  ran  Unix  software 
accounted  for  about  $21  billion  in 
sales,  while  servers  for  NT  accounted 
for  about  $3  billion,  according  to 
iDC's  Jean  Bozeman.  But  if  this  year's 
pricing  and  buying  trends  continue, 
by  the  year  2000  there  will  be  more 
money  spent  on  Windows  NT-pow- 
ered networks  than  on  Unix  net- 
works. And  by  the  year  2002  nearly 
triple  as  much  money  will  be  spent 
on  NT  as  on  Unix.  The  Unix  crowd 
doesn't  have  a  moment  to  lose. 

A  decade  ago  systems  administra- 
tors and  technophiles  made  the  deci- 
sions about  what  hardware  and  soft- 
ware to  buy,  and  they  were,  and 
mostly  remain,  Unix  fans.  But  today 
those  decisions  are  frequently  being 
made  by  corporate  executives,  who 
are  more  likely  to  be  swayed  by  the 
low  cost  and  strong  marketing 
behind  Windows  NT.  SCO  and  other 
Unix  companies  need  to  stop  selling 
to  techies  and  start  selling  to  suits. 

If  SCO  goes  under,  Microsoft  gets 
more  market  share.  If  SCO  survives. 
Bill  Gates  gains  anyhow.  In  1989 
Microsoft  bought  a  20%  stake  in  SCO, 
and  it  still  holds  11.5%  today. 
Microsoft  assistant  treasurer,  Jean- 
Francois  Heitz,  sits  on  SCO's  board  of 
directors.  IH 
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www.netcom.com 


Our  Me  Model. 

The  human  brain  is  the  most  competitive,  strategic  business  tool  around.  That's  why  it's  been  the  model  for  our  business,  and  our 
network,  ever  since  we  became  one  of  the  first  Internet  Service  Providers  in  1989.  Not  that  long  ago,  but  since  then,  many  competitors 
have  come  and  gone.  Others  are  still  struggling  to  make  the  Internet  work.  Meanwhile,  we've  been  constantly  upgrading  our  technology 
and  our  network  to  make  sure  over  half  a  million  customers  and  businesses  get  Internet  access  when  they  need  it.  And  how  they  need  it. 
From  websites  to  domain  names  to  secure  firewalls.  We  think  like  our  customers.  And  we've  grown  with  our  customers.  We  always  will 
So  if  you're  thinking  about  doing  business  on  the  Internet,  find  out  how  we  put  the  Net  to  work  for  you. 

Call  1800  NETCOM  1 
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COMPUTERS/COMMUNICATIONS 


Rockwell  dumped  aerospace  to  focus  on  microchips. 
It  thus  traded  a  secure  but  limited  future  for  an 
insecure— but  unlimited — one. 
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By  Scott  Woolley 


Once  upon  a  time  aerospace  was  a 
sexy  business  and  Rockwell  Corp.  was 
in  it  big:  the  BIB  bomber,  the  MX 
missile,  the  space  shuttle.  Defense 
cutbacks  over  the  past  decade 
changed  that,  and  last  December 
Rockwell  dumped  its  defense  and 
aerospace  operations  on  Boeing  for 
$3.2  billion. 

For  Rockwell  the  grass  looked 
greener  in  chipmaking.  Its  semicon- 
ductor division  now  accounts  for  20% 
of  its  estimated  %7 .7  billion  in  sales 
for  the  fiscal  year  that  just  ended.  The 
move  gives  the  company  fresh 
growth  potential;  it  also  adds  a  lot  of 
risk  to  the  picture. 

Costa  Mesa,  Calif -based  Rockwell 
long  had  one  of  high  tech's  best  ft-an- 
chiscs.  Ever  since  the  desktop  com- 
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puter  modem  was  invented,  the  com- 
pany dominated  the  market  for  the 
chips  that  run  it.  In  the  late  1970s  it 
was  out  in  front  with  a  set  of  chips 
that  could  send  1,200  bits  per  second 
of  computer  data  down  a  telephone 
line.  Soon  after,  PC  users  upgraded  to 
2,400-bit  modems,  then  to  4,800 
bits— and  on  to  9,600,  19,200  and 
28,800.  To  be  au  courant  today,  you 
need  a  modem  that  can,  under  ideal 
conditions,  receive  at  56,000  bits  per 
second.  Each  upgrade  created  a  new 
market  for  Rockwell's  chips. 

The  company  had  the  modem  ver- 
sion of  Intel's  wonderful  micro- 
processor money  machine.  Then,  all 
of  a  sudden,  the  modem  chip  busi- 
nes.s  was  not  so  nice.  Rockwell  faced 
some     serious    competition.     U.S. 


Rockwell 
Chief  Executive 
Donald  Beall 
The  modem  hits 
a  wall  at  56,000 
bits.  Now  what? 


Robotics,  the  leading  modem  manu- 
facturer (recently  acquired  by  3Com 
Corp.),  used  to  buy  chip  sets  from 
Rockwell.  For  the  56-kilobit  genera- 
tion, however,  it  is  relying  on  a  chip 
set  designed  by  Texas  Instruments, 
and  is  using  custom  softAvare  written 
in-house.  Market  research  firm  For- 
ward Concepts  Co.  estimates  that 
Rockwell's  market  share  in  modem 
chips — roughly  65%  for  the  28-kilo- 
bit  generation — will  fall  to  40%  for 
the  56-kilobit  generation,  roughly 
equal  to  Texas  Instruments'  share. 

The  competition  is  almost  the  least 
of  it.  Conventional  modems  have  hit 
a  ceiling  on  power.  Ordinary  phone 
switches,  designed  to  carry  the 
human  voice  over  an  analog  signal 
(see  diagram),  are  capable  of  trans- 
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mitting  only  so  much  data.  At  56 
kilobits  they  have  prett}'  much 
reached  the  limit.  Further  upgrades 
to  modems  don't  get  around  that 
bottleneck.  No  new  modem  models, 
fewer  chips  needed. 

What's  Rockwell  going  to  do  to 
keep  up  to  speed?  Follow  the  com- 
munications industry  as  it  migrates  to 
new  data  paths.  But  which  path? 
Rockwell's  strategy  in  these  uncertain 
times  is  simple:  Bet  on  everything. 
Among  the  possibilities:  souped-up 
phone  lines  that  can  handle  a  lot 
more  than  56  kilobits;  cable  television 
lines  that  are  diverted  to  data  traffic; 
satellite  feeds.  Rockwell  is  forced  into 
this  eclectic  approach  precisely 
because  nobody  knows  where  the 
business  is  going. 

There  are  many  possible  successors 
to  the  traditional  analog-to-digital 
modem:  an  all-digital  modem  for  dig- 
ital subscriber  lines  (a  high-speed  ver- 
sion of  old  copper  phone  lines),  a 
cable  modem  that  can  transmit  sever- 
al million  bits  per  second,  and  a 
modem  for  rooft:op-mounted  satellite 
dishes,  to  name  a  few. 

Donald  Beall,  Rockwell's  chief 
executive  since  1988,  is  counting  on 
Rockwell's  decade  of  leadership  in 
analog-to-digital  modem  technology 
to  give  it  a  head  start  in  an  all-digital 
world  of  cell  phones,  satellite  phones 
and  digital  cable  TV.  "Rockwell 
enjoyed  all  through  the  various 
[modem]  speed  regimes  a  strong 
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How  to  make  a  squiggle  say  something 

Computers  talk  in  on-and-off  bits;  telephone  lines  transmit  squiggly  analog  waves.  To 
convert  the  one  kind  of  signal  into  the  other,  and  back  again,  is  the  job  of  a  modem.  Consider 
an  example  of  a  very  simple  modem  turning  an  analog  signal  into  a  digital  one.  The  modem 
looks  only  at  the  wave's  height.  When  the  wave  is  at  its  full  height,  the  modem  would  read  a 
zero;  at  half  its  regular  height,  the  modem  reads  a  one.  In  fact,  early  modems  operated  in  a 
similar  way.  But  they  were  very  slow.  Modern  modems  resort  to  more  complicated  schemes. 
Besides  the  height,  you  can  vary  a  wave's  "phase."  Phase  describes  where  you  are  in  the  up- 
and-down  cycle  of  a  wave.  When  the  phase  shifts,  the  analog  signal  skips  a  beat,  so  to  speak. 

In  the  diagram,  each  segment  of  the  wave  can  have  its  pacing  knocked  out  of  phase  by  270 
degrees,  180  degrees,  90  degrees,  or  not  at  all,  from  where  the  pacing  would  be  with  a 
smoothly  varying  wave.  Each  phase  shift  is  assigned  a  value:  11,  10,  01,  00.  Paired  with  the 
1  or  0  divined  from  the  height  (or  amplitude)  of  the  wave,  the  signal  in  the  diagram  now  car- 
ries three  bits  of  information  within  each  segment.  The  way  the  engineers  describe  this  situa- 
tion: You  are  transmitting  three  bits  for  each  baud.  A  "baud"  stands  for  one  wave  segment 
per  second.  Most  modems  do  2,400  baud,  so  the  result  here  is  7,200  bits  per  second.  Baud 
does  not,  as  popularly  supposed,  mean  one  bit  per  second. 

Using  squiggles  even  more  jittery  than  what  you  see  here,  today's  modems  transmit  roughly 
10  bits  per  baud.  So,  a  33,600-bit-per-second  modem  is  running  at  roughly  3,360  baud. 
(This  is  somewhat  simplified  because  it  ignores  the  bits  used  to  correct  errors.)  If  a  salesman 
tells  you  he's  got  a  33,500-baud  modem,  tell  him  he  doesn't  know  what  a  baud  is. 


leadership  position.  I'd  like  to  think 
we'd  occupy  the  same  position  in 
some  of  these  new  areas,"  says  the 
58-year-old  Beall. 

Beall  plans  to  cover  all  the  bases  by 
snapping  up  promising  technology 
companies  whole,  just  as  Cisco  has 
done  to  keep  ahead  in  networking. 
Just  last  June  Rockwell  bought  its 
way  into  the  digital  subscriber  line 
market  by  buying  Brooktree  Corp. 
for  $275  million.  It  recently  spent 
another  $42  million  for  another  small 
chipmaker. 

Even  so,   Rockwell's  continued 

.ascendancy  isn't  guaranteed.  Look  at 

Gene  Green,  a  religion  professor  at 

Wheaton  College  who  is  part  of  a 


digital  subscriber  line  trial  in 
Wheaton,  111.  He's  receiving  data  in 
his  home  PC  at  1.5  megabits  per 
second,  100  times  the  speed  of  his 
old  14.4-kilobit  modem.  "I  can  bring 
up  the  University  of  Cambridge  Web 
page  in  two  seconds!"  he  gushes. 

Professor  Green's  new  communi- 
cations hardware  was  designed  by 
Alcatel,  a  French  company.  His  old 
modem,  of  course,  was  powered  by 
Rockwell  chips. 

Rockwell  may  have  made  the  right 
decision  in  getting  out  of  defense  and 
staking  its  future  on  high  technolo- 
gy—but this  is  a  business  where  even 
the  strongest  lead  can  vanish 
overnight.  ^M 
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THE  SOFTWARE  HORIZON 

Who  cares 
about  sex.^ 


BY  GUY  KAWASAKI 


Guy  Kawasaki  is 
an  Apple  fellow 
and  author  of 
How  to  Drive  Your 
Competition  Crazy. 


Fret  not  if  you're  a  supporter  of  the  Com- 
munications Decency  Act.  Nerds  on  the  Inter- 
net care  more  about  blowing  stuff  up  than 
about  pornography.  Here's  how  I  came  to  this 
conclusion. 

A  few  weeks  ago  I  inadvertently  posted  a 
message  to  my  Internet  mailing  list  that 
offered  a  discount  for  "artwork"  at  an  Inter- 
net site.  After  the  posting  went  out,  I  realized 
that  the  artwork  was  pornographic.  I  quickly 
apologized  for  the  message  and  expected  a 
storm  of  complaints. 

Not  to  worry:  I  got  6  complaints  about  the 
message  and  24  because  I  apologized.  The  24 
E-mails  stated  that  by  apologizing  I  had 
insulted  people's  judgment.  I  should  have 
known  that  Internet  people  weren't  that  inter- 
ested in  flesh. 

But  wait.  It  gets  better.  If  not  flesh,  what 
are  they  interested  in? 

I  maintain  a  Web  site  for  Macintosh  beUev- 
ers  (www.evangelist.macaddict.com).  Among 
other  things,  the  site  contains  pictures  of 
Macintosh  events  and  various  adventures — 
one  of  which  was  attending  an  air  show  at 
Nellis  Air  Force  Base.  The  caption  for  a  pic- 
ture misidentified  a  C-141  as  a  C-130;  I  got 
175  E-mails  correcting  this  mistake. 

To  recap,  complaints  about  pornographic 
site:  6;  about  apologizing:  24;  complaints 
about  the  airplane  model  identification:  175. 
This  leads  me  to  conclude  that  people  on  the 
Internet  care  more  about  weapons  and  weird 
stuff  than  about  naked  women.  The  rest  of  this 
column  (please  preface  addresses  by  "www.")  is 
dedicated  to  weapons  and  weirdness. 

sci.tamucc.edu/~pmichaud/toast 
If  you  need  a  flamethrower,  and  none  is 
handy,  cruise  on  over  to  this  Web  site.  It 
shows  you  how  to  shoot  flames  using  a  toaster 
and  ordinary  strawberry  (not  sure  that  the 
flavor  is  important)  Pop-tarts. 

di£iitalmx.com/wires/crawlers.html 
What  self-reliant  nerd  hasn't  had  to  lay  cable 
around  his  house?  If  you  want  to  read  about 
adventures  with  spiders  and  waste  products 
and  getting  locked  in  a  flooded  basement, 
don't  miss  Tales  fi-om  the  Crawl  Space  site. 

lacoroner.com/coroner.ht.  "I 
Think  that  Amazon.com  is  Jic  hot  electronic 


commerce  site?  Guess  again.  Cruise  on  over 
to  the  L.A.  Coroner's  Office  gift  shop  Web 
site  and  order  those  special  boxer  shorts  called 
Undertakers.  Clearly,  the  Coroner's  Office 
gift  shop  serves  a  horizontal  market. 

voicenet.com/~sur0e42/pc96.htm    Haven't 
heard  much  about  Delaware  lately  in  Forbes? 
This  might  change  because  Delaware  now  hosts 
the  "punfcin  chunkin"  contest.  The  1996 
winner  was  the  Aludium  Q-36  Pumpkin  Modu- 
lator, with  a  toss  of  2,710  feet  from  a  com- 
pressed-air cannon.  Think  about  this:  Bill  Gates 
could  pay  $11  million  per  foot  for  the  toss. 

owlnet.rice.edu/~£iou£e/twinkies.html 
People  on  the  Internet  love  junk  food,  so  it 
was  only  a  matter  of  time  before  someone 
submitted  Twinkies  to  oxidation,  radiation 
and  solubility  tests.  If  you'd  like  to  learn 
more,  go  to  the  Tests  With  Inorganic  Noxious 
Kakes  In  Extreme  Situations  (Twinkies)  site. 

£h£. ecn.purdue.edu 
Does  it  take  too  long  to  start  the  coals  in  your 
barbecue?  At  this  Web  site  you  can  learn  how 
both  to  light  your  coals  and  completely  clean 
your  grill  in  three  seconds.  All  you  need  is  60 
pounds  of  charcoal  and  three  gallons  of  liquid 
oxygen.  Note:  After  three  seconds,  only  20 
pounds  of  charcoal  will  be  left. 

voicenet.com/~sur£fe42/car.htm    You've  got 
to  love  Kentucky:  land  of  the  fi-ee  and  home 
of  the  lenient  Motor  Vehicles  Department.  So 
lenient  that  there's  an  annual  car-hopping  and 
car-dancing  contest.  Believe  it  or  not,  these 
cars  can  jump  60  inches  off  the  ground. 

People  on  the  Internet  care  more 
about  weapons  and  weird  stuff  than 
about  naked  women. 


voicenet.com/~surge42/mamba.htm 
Tired  of  your  car  because  it  can't  jump? 
Maybe  you  can  borrow  the  Green  Mamba 
from  Doug  Rose.  The  Green  Mamba  is  a  jet- 
engine-powered  car  that  delivers  6,000 
pounds  of  thrust  and  20,000  horsepower,  plus 
all  the  heat  you  need  to  burn  up  a  car. 

contrib.andrew.cmu.edu/~ar39/trebuchets.ht 
ml    Okay,  burning  your  car  may  not  be  emd- 
ronmentally  correct.  You  can  throw  it  away 
with  a  trebuchet — an  apparatus  that  uses 
counterweights  to  fling  stuff  in  the  air.  At  the 
very  least,  this  site  proves  (with  pictures)  that 
you  can  throw  a  piano  with  a  trebuchet. 

This  list  should  make  you  feel  better  about 
decency  and  the  Internet.  From  what  I  can 
tell,  you  should  probably  be  more  worried 
about  your  kid  learning  how  to  blow  himself 
up  than  about  being  morally  corrupted.       ^ 
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The  right 
to  goof  off 


BY  JOSEPH  R.  GARBER 


Joseph  R.  Garber  is  a 
strategist  with 
Americom  Corp.  in  San 
Francisco. 
gart3er@well.com 


Suppose  you've  got  an  employee  who  spends 
an  hour  a  day  on  the  phone  wixh  his  bookie. 
WTien  he's  not  using  his  computer  to  play 
Duke  Nukem,  he's  word-processing  the  great 
American  novel.  On  those  rare  occasions 
when  he  deigns  to  talk  to  a  customer,  he's 
profanely  abusive. 

Grounds  for  dismissal? 

Sure,  but  only  if  you  know  about  his  nega- 
tive contribution  to  the  corporate  welfare. 
However,  if  some  folks  have  their  way,  in  the 
future  you  might  not  be  able  to  know. 

Why?  Civil  libertarian  extremists  argue  that 
if  you  monitor  employee  phone  and  computer 
usage,  you're  a  jackbooted  thug  violating 
"workplace  privacy  rights." 

There  are  no  such  rights  just  yet.  Even  the 
American  Civil  Liberties  Union  uneasily 
admits:  "With  the  partial  exception  of  person- 
al oral  communication,  employees  have  no 
rights  to  privacy  at  work." 

The  Privacy  for  Consumers  &  Workers  Act, 
sponsored  by  Senator  Paul  Simon  (D-Ill.), 
would  have  changed  that.  It  would  have  limit- 
ed electronic  audits  of  employees  to  two 
hours  a  week  (you'd  have  to  announce  in 
advance  which  two  hours)  and  prohibited 
checking  up  on  anyone  who'd  been  employed 
for  more  than  five  years.    . 

Senator  Simon's  bill  died  in  1995.  The 
issue  behind  it  didn't.  An  eye-popping  total  of 
57  different  pieces  of  "privacy"  legislation 
currently  are  floating  around  the  House  and 
Senate.  Beware  of  the  ones  with  the  word 
"empowerment"  in  their  names. 

I'd  argue  that  keeping  an  automated  eye  on 
what  employees  are  doing  is  merely  good 
management.  The  unions  disagree.  For  exam- 
ple, Lewis  Gerber,  legislative  representative  for 
the  Communications  Workers  of  America, 
argues  tliat  if  a  company  wants  to  improve 
productivity  by  monitoring  telephone  and 
computer  use,  it  should  monitor  top  manage- 
ment rather  than  the  worker  bees.  "After  all," 
he  asks,  "who  has  more  impact  on  corporate 
performance:  a  service  rep  or  the  chief  exec?" 
The  unionist  cites  an  academic  study  claiming 
that  monitored  workers  suffer  from  anxiety — 
as  if  having  folks  a  little  anxious  about 


their  work  habits  isn't  a  good  thing. 

And  if  you  think  Gerber's  opinion  is 
extreme,  consider  the  current  fliror  over 
Net/Tech  International's  Hygiene  Guard — a 
technology  that  alerts  restaurant  management 
when  employees  fail  to  wash  their  hands  after 
visiting  the  toilet.  Apparently  the  privacy 
advocates  beheve  hepatitis  is  not  too  high  a 
price  to  pay  for  preserving  the  dignity  of 
unsanitary  hash  slingers. 

Smart  corporations  have  been  monitoring 
computer  and  phone  worker  productivity  for 
decades.  The  first  system  I  ever  saw  tracked 
traders  at  one  of  the  big  metals  firms;  profits 
took  a  jump  as  soon  as  it  was  installed.  Long 
before  then  it  was  standard  practice  to  audit 
sales  reps'  calls.  And  back  in  my  consulting 
days,  cost-cutters  took  it  as  gospel  that  crack- 
ing down  on  telephone  abuse  was  worth  at 
least  a  quarter-point  of  pretax  margin. 

These  days  technology  misuse  is  probably 
worth  a  lot  more.  Last  year  American  indus- 
try's tab  for  computer  hardware  and  software, 
communications,  training  and  support  was 
half  a  trillion  dollars.  That's  big  money,  and 
those  who  spend  it  have  an  obligation  to 
make  sure  it's  spent  right. 

They  think  hepatitis  is  not  too  high 
a  price  to  pay  for  preserving  the 
dignity  of  unsanitary  hash  slingers. 


Salesmen,  service  reps,  claims  processors, 
stockbrokers,  bill  collectors — the  list  of  com- 
puter- and  communications-intensive  employ- 
ees goes  on  and  on.  Given  the  complexity 
and  pervasiveness  of  the  technology,  the  best 
way  to  make  sure  such  folks  are  doing  their 
jobs  rather  than  using  company  assets  for  fun 
and  games  is  to  let  the  equipment  keep  an 
eye  on  them. 

Call  accounting  is  an  extra-cost  option  with 
most  telephone  systems;  it's  usually  worth 
the  money.  And  there's  plenty  of  software 
that  will  stop  computer  abuse  dead.  For 
example,  WinWhatWhere  (from  the  company 
of  the  same  name)  tracks  everything  your 
employees  do  with  their  PCs  and  even  counts 
their  keystrokes.  Other  programs  like  Net 
Nanny,  Surf- Watch  and  Little  Brother  lock 
your  employees  out  of  time -wasting  Web 
sites,  while  reporting  what  they're  up  to  on 
the  Internet. 

Computers  make  it  easy  to  measure  produc- 
tivity; no  surprise,  the  unproductive  resent  it. 
The  technology  can't  be  stopped,  so  the 
malingerers  are  pinning  their  hopes  on  the 
courts  and  legislatures.  ^ 
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Think  small  and  the  future's  in 
your  hands.  Hand-held  communication 
products  are  bringing  us  new  freedom.  To  be 
more  independent.  More  productive.  And  to  lu  keep  close  to 

the  people  we  care  about.  But  what's  next?  Pagers  that  send 
pictures:'  Pocket  sized  videophones?  Dick  Tracy  style  watches?  As 


M' 


i: 


Philips  Semiconductors  continues  to  develop  smaller,  faste 
microchips,  they'll  all  become  possible.  Today  our  partners  chc 
Philips  semiconductors  for  their  products  not  simply  because  w 
thinking  about  tomorrow.  But  because  we  are  application  and 
market  oriented.  Philips  develops  reference  designs  that  turn  id 
into  products  faster.  And  supply  dedicated  off-the-shelf  chipset 


at  cut  product  development  time  and  risk.  Soon,  being  able  to  reach 
meone,  or  something,  anytime  and  anywhere  will  be  taken  for  granted, 
ow?  See  the  future  today  at  L    '  ri 

are  than  just  stay  in  touch  with  tomorrow,  let's  create  it. 
SA  tel.  +1-800-447-1500,  ext.  1315.  Europe  fax.  +31-10-284-3181, 
ote  "cm".  Asia  fax.  +852-281 1-9173,  quote  "F/B". 


Used  to  be,  when  you  got  sick  you  took  what 

the  doctor  ordered.  Now  you  have  to  compare  several 

competing  proposals.  Case  in  point:  hernia  repairs. 

Suirgeify? 
Shop  around. 

By  Stephan  Herrera 


Hernia  repair,  c.  1980.  Your  doctor 
says  you've  got  a  problem  and  you 
had  better  correct  it  before  it  gets 
worse.  You  check  into  a  hospital.  A 
surgeon  cuts  into  your  abdomen  and 
sews  up  the  weak  spot  in  your  muscle 
wall.  Hospital  stay:  three  to  five  days. 

Hernia  repair,  1997:  You  have  four 
options  for  surgical  treatment.  They 
differ  in  duration  of  hospital  stay, 
duration  of  recovery  time,  risk  of 
relapse  and  cost.  You  have  to  do  some 
research  before  choosing  a  course  of 
action.  Your  doctor  can't  make  the 
decision  for  you. 

A  hernia  is  a  protrusion  of  tissue 
through  the  lower  part  of  the  abdom- 
inal muscle  wall.  The  cause  is  probably 
genetic;  it's  a  myth  that  htz\j  lifting 
causes  hernias.  Eighty-five  percent  of 
the  750,000  Americans  who  will  seek 
treatment  for  a  hernia  this  year  are 
men  between  the  ages  of  30  and  60. 

Most  of  these  patients  will  hear 
fi-om  their  doctors  about  only  three 
options.  One  is  the  traditional  repair, 
in  which  the  surgeon  stitches  up  the 
weak  spot  on  your  abdominal  muscle. 
A  modern  variation  on  this  surgery, 
which  is  called  the  Lichtenstein  proce- 
dure, adds  a  small  patch  of  polypro- 
pylene mesh  on  top  of  the  hernia. 
This  patch  is  permanent. 

Advantages:  low  recurrence  rate, 
low  recovery  pain.  Disadvantage:  a 
small  risk  of  infection.  The  surgery 
usually  requires  local  anesthesia,  a 
four-hour  hospital  stay  and  seven  to 
nine  days  of  recovery  before  you  can 
resume  normal  chores. 

A  less  common  method  of  repair  is 
laparoscopic  surgery.  The  surgeon 
makes  a  small  incision  into  which  he 
snakes  a  tube  with  a  tiny  camera, 


which  displays  the  internal  operating 
site.  He  then  makes  a  second  incision 
to  blow  carbon  dioxide  into  the 
abdomen,  creating  space  to  see  and 
operate.  A  third  incision  lets  in  the 
instruments — principally      a     laser. 


upon  the  medical  profession.  But  it 
isn't  the  best  thing  for  the  patient." 

So  what  does  Dr.  Cosgrove  recom- 
mend? The  plug-and-mesh  technique, ' 
first  conceptualized  20  years  ago  by 
Dr.  Irving  Lichtenstein.  This  involves 
a  two-inch  incision  near  the  groin,  fol- 
lowing which  the  surgeon  inserts  a 
one -inch- wide  plug  made  of  poly- 
propylene mesh.  The  plug  is  shaped 
something  like  a  shuttiecock.  It  goes 
into  the  hole  with  its  tail  feathers 
fiirled,  then  spreads  them  wide  so  the 
plug  won't  pop  out.  The  surgeon  tops 
it  off  with  a  flat  mesh  patch  made  of 
the  same  material. 

Advantage:  The  operation  takes  just 
20  minutes  under  local  anesthesia, 
and  the  patient  can  go  home  in  as  fit- 
tie  as  an  hour.  Recurrence  rates  are 
lower,  close  to  nil,  according  to  fans 
of  the  technique,  against  5%  for  the 


Hernia  repairs:  four  options 


Number  of  operations  (thousands) 
900 


800 


700 


600 


500 


400 


300 


200 


100 


TOtt\ope«**«* 


The  Lichtenstein 
procedure 
remains  the 
overwhelming 
favorite,  but 
plug-and-mesh 
is  gaining. 


•79  81  83  '85  87  '89  '91  '93  '95  '97 

Sources^  Nations!  Center  for  Health  Statistics;  Dr.  Ira  Rutkow,  Tt)e  Hernia  Center,  Freehold,  N.J. 


which  simultaneously  cuts  a  space  for 
a  synthetic  patch  and  cauterizes  the 
associated  blood  vessels.  Aft:erwards, 
the  surgeon  inserts  a  piece  of  mesh  to 
cover  the  hole.  Usual  hospital  stay:  8 
to  12  hours. 

Advantage:  Somewhat  less  cutting 
of  tissue  than  with  traditional  surgery. 
Disadvantages:  General  anesthesia 
required;  fairly  high  cost — $5,000  to 
$10,000 — almost  double  that  of  tra- 
ditional surgery. 

"Everybody  wants  the  lap  these 
da\'s,"  says  Dr.  John  Cosgroxe,  head 
of  laparoscopic  surgery  at  Long  Island 
Jewish  Mecfical  Center:  "It's  laser,  it's 
sexy — and  the  companies  diat  make 
the  technoloi.;\'  have  really  foisted  it 


Lichtenstein  and  laparoscopic  solu- 
tions. Disad\'antage:  The  technique 
has  not  undergone  peer-reviewed 
cHnical  trials,  so  you  don't  know  if  the 
proponents  are  overstating  the  bene- 
fits and  underestimating  the  rate  of 
recurrence  or  postoperative  discom- 
fort. Cost:  $3,000  to  $5,000. 

Dr.  Ira  Rutkow,  who  runs  The 
Hernia  Center  in  Freehold,  N.J.,  is  a 
fan  of  the  latest  plug-and-mesh  tech- 
nique. In  14  years  of  private  practice, 
he  says,  he  has  done  6,000  hernia 
operations,  and  has  switched  almost 
completely  to  plug-and-mesh.  Yet 
some  hernia  surgeons  have  never  heaid 
of  it  or  distrust  it  because,  relativeh' 
speaking,  it  is  new  technology.         ^ 
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•-,  Tom  didn't  know  that  Micron  was  the  answer  to  all  his  company's  computing 
needs.  He  had  no  idea  about  Micron's  outstanding  reputation  for  award- 
winning  products  and  exceptional  service  and  reliabUity  He  didn't  even  know 
-   that  Micron  sells  PCs  direct,  so  every  computer  is  buUt  to  exact  specifications. 
The  guy  in  his  mailroom  knew,  and  now  you  know  Find  out  how  Micron™ 
desktops,  servers  and  notebooks  can  give  your  company  a  complete  network  solutioa  More  information 
on  our  ClientPro-  Mre  high-performance  network-ready  machine  is  just  a  call  or  a  click  away 
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MICRON   CLIENTPRO  Mre 


Pentium 


Intel  Pentium  Processors  with  MMX'"  Technology 
High  Performance  SDRAM 
SMART  enabled  Disc  Drives 
10/100  Ethernet  with  Wake  On  LAN 
Microsoft-  Windows'  95  or  NT'  4,0 
DM1 2.0,  Intel  LANDesk' 


Starting  at 

T,749 

Bus  lease  S59/rao. 
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It  beats  a 
copper  biracelet 
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Michael  Gianturco 
is  president  of 
The  Princeton 
Portfolios.  His 
latest  book  is 
How  to  Buy 
Technology  Stocks 
(Little,  Brown,  1996). 


Arthritis  can  come  from  simple  wear  and 
tear,  in  which  case  the  remedies  include  the 
replacement  of  joint  surfaces  and  fluids.  A 
more  complicated  form  of  the  disease  comes 
when  an  errant  immune  system  mistakes  the 
lining  of  the  joints  for  enemy  invaders  and 
attacks  it. 

Since  April  two  companies,  one  addressing 
each  kind  of  arthritis,  have  reported  results 
that  lofted  their  stocks  way  beyond  the  Dow's 
21%  gain.  Immunex,  of  Seattle,  trades  on  the 
excellent  experimental  results  of  its  drug  for 
autoimmune,  or  rheumatoid,  arthritis.  Its 
stock  has  risen  by  160%  since  April.  Biomatrix, 
of  Ridgefield,  N.J.,  received  Food  &  Drug 
Administration  approval  in  August  for  its 
treatment  for  osteoarthritis — the  wear-and- 
tear  kind.  Its  stock  is  up  300%. 
■  Immunex,  at  14  years  old  one  of  the  senior 
biotech  companies,  is  one  of  the  few  that  sell 
pharmaceutical  products,  not  just  shares  of 
stock.  Its  two  cancer  drugs,  Leukine  and 
Novantrone,  brought  in  $130  million  in 
1996.  Even  so,  its  huge  R&D  budget  of  $97 
million  pushed  it  into  an  operating  loss  of 
$32  million,  or  86  cents  per  share.  This  year 
the  company's  R&D  investments  are  finally 
paying  off  for  shareholders  in  the  form  of  a 
drug  called  Enbrel. 

Scientists  still  don't  know  exacdy  what 
makes  the  immune  system  induce  rheumatoid 
arthritis.  The  disease  is  more  prevalent  in 
women  than  men.  It  afflicts  some  2.5  million 
people  in  the  U.S.,  about  1%  of  die  popula- 
tion. In  recent  years  researchers  have  docu- 
mented some  biochemical  links  in  the  dis- 
ease's progression,  among  them  a  molecule 
called  tumor  necrosis  factor,  tnf  choreo- 
graphs the  cascade  of  events  that  produce 
joint  inflammation.  Immunex's  Enbrel 
sponges  up  excess  TNF. 

At  the  highest  dosage  tried  in  Phase  II 
trials,  patients  experienced  a  61%  average 
reduction  in  swollen  and  tender  joints; 
patients  receiving  a  placebo  got  only  a  25% 
reduction.  Phase  III  trials,  using  somewhat 
higher  dosages,  are  currently  under  way.  The 
stock  rose  $12  on  Sept.  1 1  when  Immunex 
announced  that  the  Phase  III  trial  was  show- 


ing statistically  significant  results,  to  be 
reported  in  November.  The  company  hopes 
to  file  for  FDA  approval  in  1998. 

That's  quite  a  lead  over  competing  drugs, 
one  that  largely  explains  the  company's  high 
valuation.  (The  first  drug  on  the  market  very 
often  gains  dominance.)  Still,  four  other  out- 
fits have  anti-TNF  drugs  in  clinical  trials: 
Genentech/Roche;  Celltech/Bayer;  BASF;  and 
Centocor.  Amgen  and  iDEC/SmithKline 
Beecham  have  drugs  in  trials  for  rheumatoid 
arthritis  as  well,  although  their  formulations 
target  molecules  other  than  TNF. 

Enbrel  treatment  would  cost  from  $2,000 
to  $4,000  per  year  and  could  reach  as  many  as 
600,000  patients.  Immunex  is  clearly  a  high- 
risk  investment,  but  one  in  which  there  is  littie 
to  be  gained  by  sitting  on  the  fence,  waiting 
for  more  data.  A  buy  on  dips  below  $55. 

Enbrel  treatment  would  cost 
from  $2,000  to  $4,000  per 
year  and  could  reach  as  many 
as  600,000  patients. 


■  Biomatrix  has  a  simpler  story,  and  its  FDA 
approval  is  already  in  hand.  Biomatrix  is  more 
like  a  medical  device  company  than  a  drug 
company.  Synvisc,  its  major  product,  works 
mechanically,  as  a  lubricant,  and  is  composed 
of  essentially  the  same  clear,  gel-like  substance 
that  makes  up  the  knee's  synovial  fluid.  By 
replacing  or  supplementing  that  fluid  by 
injection  into  the  knee,  Synvisc  addresses  the 
problem  posed  by  osteoarthritis.  The  disease 
affects  16  million  older  Americans,  9  million 
of  whom  require  painkillers.  Synvisc  is  already 
on  the  market  in  Canada  and  Sweden. 

Analysts  project  Biomatrix  sales  of  $100 
million  in  1999  and  $175  million  in  the  year 
2000.  This  is  clearly  a  remarkable  target  for  a 
company  with  sales  of  just  $5  million  in 
1996.  Two  similar  products  exist.  One  of 
them,  Hyalgan,  from  Italy's  Fidea  Pharma- 
ceutical, already  has  FDA  approval.  Biomatrix's 
technical  advantage  lies  in  the  greater  viscosi- 
ty of  its  fluid,  achieved  through  a  patented 
chemical  process.  A  speculative  buy  on 
dips  to  $34.  ^ 
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Too  late  foir  the  party: 

Bank  and  brokerage  stocks  have  already 

had  a  good  run.  Is  there  any  money  left  in  the  vault? 

A  little,  says  Michael  Price  of  the  Mutual  Series  funds.    -. 


By  Thomas  Easton 

It  was  a  little  jarring  to  see  that 
master  of  value  investing,  the  Mutual 
Series  family's  Michael  Price,  getting 
on  board  what  looks  an  awfial  lot  like 
a  bandwagon.  In  August  he  opened 
his  first-ever  sector  fund,  and  the 
sector  he  chose  was  financial  services. 


There's  a  lot  of  action  in  these  stocks, 
but  they  are  scarcely  cheap:  A  lot  of 
banks  can't  be  had  for  less  than  2M 
times  book  value.  Seven  years  ago  the 
same  banks  were  going  for  less  than 
book  value. 

Curious  about  the  timing  of  Price's 


fund,  we  took  a  trip  to  the  Short 
Hills,  N.J.  headquarters  of  the 
Mutual  Series  group,  now  a  sub- 
sidiary of  Franklin  Resources. 

Price  was  surprisingly  candid  about 
what's  wrong  with  buying  bank 
stocks  just  now.  Here's  his  take  on 
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It  was  better  than  money  in  the  bank 


10-year 

Annual 

Maximum 

annualized 

expenses 

sales 

Fund 

total  return 

per $100 

charge 

Fidelity  Select  Home  Finance 

227% 

$1.34 

3% 

Fidelity  Select  Regional  Banks 

217 

1.45 

3 

Invesco  Strategic  Financial  Services 

21.1 

1.11 

0 

Hancock  Regional  Bank  B 

21.0 

2.07 

5* 

PaineWebber  Financial  Svcs  Growth  A 

18.9 

1.52 

4.5 

Fidelity  Select  Financial  Svcs 

16.7 

1.43 

3 

SIFE  Trust  A-l 

16.1 

1.20 

5 

Fidelity  Select  Insurance 

15.7 

1.77 

3 

Century  Shares 

14.7 

0.82 

0 

Fidelity  Select  Brokerage  &  Investment 

14.1 

1.93 

3 

Vanguard  S&P  500  Index 

13.7 

0.20 

•Deferred. 

Source:  Morningstar,  Inc. 

A  decade  ago  the  market  had  just  crashed,  and  fear  of  bank  collapses  was  rife. 
What  followed  was  an  absolutely  remarkable  performance.  Who's  scared  now? 


how  bank  and  brokerage  stocks  will 
fare  in  general: 

■  Stocks  of  banks  and  brokerage 
firms  are  overvalued  by  20%  and  due 
for  a  fall. 

■  Current  valuations  for  banks  assume 
a  continuation  of  fat  profits,  but  lots 
of  potential  problems  lurk.  Competi- 
tion for  employees  is  increasing. 
Spending  on  computers,  already  enor- 
mous, will  grow.  Loan  losses,  negligi- 
ble during  a  boom,  will  rise  as  the 
economy  contracts.  Spreads  on  loans 
will  contract  during  a  slowdown. 

■  In  the  headlong  rush  to  do  acqui- 
sitions, some  banks  are  squandering 
their  shareholders'  money.  He  is 
appalled  by  Fleet  Financial's  plan  to 
buy  discount  broker  Quick  &  Reilly 
for  $1.6  billion,  or  about  four  times 
book  value. 

■  Some  of  the  recent  mergers  are 
likely  to  end  badly,  most  notably  the 
purchase  of  investment  banks  by 
commercial  banks.  "The  cultures  are 
incompatible,"  says  Price.  "Within 
three  to  five  years  the  best  people  will 
be  gone." 

Some  hugely  expensive  bank  merg- 

Fund  managers  Lawrence  Sondike, 
Michael  Price  and  Raymond  Garea 
"Is  It  a  franchise  someone 
wants?  Can  it  be  taken  out? 
On  a  fundamental  basis, 
is  it  reasonably  priced? 
1  didn't  say  cheap.  There  is  almost 
nothing  cheap,"  says  Garea. 


October  20 


ers  could  work  out,  if  only  because 
"one  overvalued  stock  is  being  used 
to  acquire  another  overvalued  stock," 
says  Price.  If  SunTrust  had  acquired 
Barnett,  for  example,  the  combina- 
tion would  have  seen  profit  gains 
within  a  year,  even  without  significant 
elimination  of  overlapping  overhead 
costs.  That  is  because  SunTrust's 
shares,  currendy  selling  at  better  than 
three  times  book,  were  valued  almost 
as  highly  as  Barnett's.  Instead,  how- 
ever, the  buyer  was  NationsBank, 
which  sells  at  less  than  two  times 
book.  So  this  deal  is  bad  news  for 
NationsBank  shareholders. 

Two  deputies  who  Price,  46,  has 
chosen  to  help  run  his  Mutual  Finan- 
cial Services  Fund  are  Raymond 
Garea,  48,  and  Lawrence  Sondike, 
40.  They  are  scarcely  less  pessimistic 
sounding  than  their  boss.  "There  is 
almost  nothing  cheap,"  says  Garea, 
who  has  been  analyzing  bank  stocks 
for  the  diversified  Mutual  Series  fiinds 
since  1991. 

So  what  is  the  crew  finding  to  buy 
for  that  new  sector  fund?  Garea  and 
Sondike  have  managed  to  find  about 
75  stocks  for  the  new  $100  million 
sector  ftind.  They  won't  name  more 
than  a  handful,  but  they  explain  their 
reasoning: 

They  think  there  will  be  more 
mergers,  and  where  there  are  merg- 
ers there  are  merger  premiums. 
Among  brokers,  only  four  are  likely 
to  remain  independent:  Goldman, 
Sachs,  Morgan  Stanley-Dean  Witter, 
Merrill  Lynch  and  Travelers. 
(Sondike  said  this  a  week  before  the 
Travelers/Salomon  deal.)  That 
means  Bear,  Stearns,  PaineWebber, 
DLJ  and  Lehman  are  all  good  candi- 
dates to  be  acquired,  along  with 
most  of  the  regional  brokers. 

If  you  are  looking  for  merger  can- 
didates among  the  banks,  focus  on 
stocks  trading  at  a  fairly  low  multiple 
of  book  value.  This  gives  you  the 
maximum  chance  of  being  bought 
out  and  the  minimum  damage  if  no 
acquisition  occurs.  Garea  mentions 
Western  Bank  and  two  smaller  insti- 
tutions it  is  in  the  process  of  acquir- 
ing, Santa  Monica  Bank  and  sc  Ban- 
corp, as  good  stocks  to  own,  as  well 
as  UST  Corp.  in  Boston.  Common 
elements:  good  positions  in  good 
markets  that  others  covet  and  a  price 
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not  far  from  2.4  times  book. 

Among  big  banks,  the  picture  is 
particularly  interesting.  There  is  no 
longer  any  such  thing  as  a  "money 
center"  institution,  says  Garea,  mean- 
ing a  homogeneous  group  of  domi- 
nant companies.  Citibank  is  nothing 
like  Morgan  Stanley,  which  is  nothing 
like  Chase  Manhattan  or  Wells  Fargo. 
Which  to  buy.> 

The  bluest  chip  is  J. P.  Morgan,  but 
Garea  won't  touch  it.  Earnings  are 
flat,  and  the  financially  strong  com- 
panies that  have  been  Morgan's  tra- 
ditional customers  are  now  the  worst 
to  serve  because  they  are  the  most 
willing  to  sacrifice  old  relationships 
for  a  few  basis  points. 

The  first  financial  statement  is  not 
yet  out  for  Mutual  Financial  Services, 
but  the  flagship  fiinds  in  the  family — 
Franklin  Mutual  Series  Beacon,  Qual- 
ified and  Mutual  Shares — continue  to 
be  huge  holders  of  Chase  Manhattan, 
a  stock  they  got  into  two  years  ago  at 
an  effective  cost  of  $31.  (Recent 
price,  $117.)  Chase's  early-1996 
merger  with  Chemical  has  been  a  suc- 
cess, since  revenues  have  consistentiy 
grown.  Contrast  this  with  Wells 
Fargo's  acquisition  of  First  Interstate, 
where,  in  every  quarter  over  the  past 
six,  revenues  have  shrunk.  That 
underscores  a  Mutual  Series  theme: 
The  most  successfiil  mergers  are  com- 
binations, not  liquidations. 

Another  bank  Garea  likes  is  First 
Union.  It's  a  good  operator  with  a 
strong  branch  network  in  the  South- 
east, a  growing  mutual  fimd  business 
and  the  ability  to  make  a  merger 
work,  as  evidenced  by  its  acquisition 
of  First  Fidelity  in  New  Jersey.  Key 
negative:  It  spent  too  much  recendy 
in  the  acquisition  of  Signet  and  could 
repeat  the  folly. 

Price  says  that  his  new  fiind  owns 
two  very  large  banks,  a  few  midsize 
ones  and  a  huge  list  of  small-town 
banks,  as  well  as  thrifts  recently  con- 
verted from  mutual  status.  "The 
market  is  ripe  with  things  under  the 
radar  screen,"  Garea  says. 

The  table  on  page  305  lists  the  ten 
financial-sector  ftmds  that  have  exist- 
ed over  the  past  decade.  Every  single 
one  has  beaten  the  market,  but  if  you 
listen  to  Price  and  his  acolytes  you 
won't  be  looking  for  a  repeat  perfor- 
mance over  the  next  ten  years.       ^ 
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Gravy  boat 
diplomacy 

Do  you  want  to  spare  your  family 
ugly  fights  and  oversize  legal  bills? 
Bite  the  bullet  now,  and 
earmark  your  more  valuable  items. 


For  three  years,  while  she  was  an 
estate  tax  lawyer  in  Boston,  Sandra 
Ciullo  had  custody  of  a  gravy  boat. 

Why?  It  was  the  remnant  of  a 
Meissen  china  service  for  24  owned 
by  one  of  her  deceased  cUents.  When 
the  client's  daughters  divided  the 
china  after  their  mother's  death,  they 
couldn't  agree  who  would  get  the 
gravy  boat.  "So  when  either  daughter 
had  a  dinner  party,  I  sent  it  out  by 
messenger  with  a  receipt  to  be 
signed,  and  she  returned  it  later," 
Ciullo  recalls. 

All  too  often,  that's  how  it  goes 
when  families  divide  the  tangibles 
owned  by  a  deceased  loved  one. 
"Emotions  always  run  high,"  says 
David  Fitts,  an  estate  lawyer  with 
Peabody  8c  Arnold  in  Boston.  Sighs 
Anne  Hilker,  an  estate  lawyer  with 
Dewey  Ballantine  in  New  York:  "No 
matter  what  the  size  of  the  estate,  the 
most  bitter  disputes  will  always  be 
over  dividing  personal  property." 

Robert  Durham,  an  estate  law\'er 
with  Luce,  Forward,  Hamilton  & 
Scripps  in  San  Diego,  once  witnessed 
a  nc     fistfight  between  a  brother  and 


sister  over  a  beat-up  handbag  belong- 
ing to  their  mother:  "Neither  really 
wanted  it,  but  neither  wanted  the 
other  to  have  it,"  he  says.  Thus  are 
old  family  resentments  replayed  in 
squabbles  over  knickknacks. 

Is  there  a  way  out  of  such  family 
feuds?  Yes,  in  part.  But  it  throws  the 
burden  on  the  parents  to  make  deci- 
sions they  might  prefer  not  to.  "I  tell 
my  clients,  'Let  them  be  mad  at  you, 
not  each  other,'"  says  Ciullo,  now 
with  Edward  Isaacs  &  Co.  in  New 
York.  Here  are  some  tips. 

If  you  absolutely  want  a  relative  to 
inherit  an  item — such  as  a  silver  tray 
that  has  always  gone  to  the  oldest  son 
in  the  family — fist  it  as  a  bequest  in 
your  will.  But  save  diis  formality'  for  a 
few  special  things.  Listing  all  your 
tangibles  in  your  will  is  like  "giving 
the  IRS  a  road  map  to  your  assets," 
points  out  Thomas  Eubank,  a  Hous- 
ton estate  tax  lawyer.  You  don't  want 
to  do  that. 

Listing  lots  of  items  in  your  wifl 
also  increases  probate  costs.  Attorney 
Durham  once  probated  a  will  with 
over  400  separate  bequests.  The  legal 
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Professionalism  and  strength. 
What  champions  are  made  of. 


HSBC  Asset  Management  is  the  investment  advisory  and 
fund  management  arm  of  the  HSBC  Group,  ranked  the 
world's  ninth-largest  corporation  by  total  assets'  and  one 
of  the  world's  largest  banking  and  financial  services 
organisations  HSBC  Asset  Management  manages 
US$49  billion  worldwide,  with  investment  teams  in  all  major 
markets,  combining  global  presence  with  local  knowledge. 


This  global-local  approach  means  funds  are  expertly  managed 
close  to  the  market  in  which  they  are  invested.  Client  service  is 
paramount,  with  local  committed  client  service  professionals 
maintaining  an  ear  to  the  ground  and  an  eye  on  the  market 
place,  to  ensure  client  needs  are  fulfilled.  Dedicated 
professionalism  backed  by  financial  muscle,  and  global  reach 
supported  by  local  delivery,  are  what  makes  us  a  winning  team. 
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bills  mounted.  "It  took  me  a  long 
time  to  figure  out  that  the  Chrome 
Queen  Aristomat  the  woman  left 
wasn't  similar  to  her  priceless  Thomas 
Coker  silver  epergne.  It  was  the 
asbestos  coffee-pot  pad." 

Instead,  consider  directing  the 
executor  to  divide  items  among  heirs 
"in  accordance  with  my  wishes."  Pre- 
pare a  nonbinding  memo  saying  who 
gets  what  and  then  make  several 
copies.  Give  one  to  the  lawyer  who 
will  probably  probate  the  will  and 
others  to  the  heirs. 

You  don't  have  to  divide  up  every 
last  item,  of  course.  But  it's  a  good 
idea  to  decide  who  gets  the  major 
items  of  either  tangible  or  sentimen- 
tal value. 

Like  valuable  dinnerware.  Before 
the  gravy  boat  episode,  Ciullo  was 
helping  another  family  divide  the  china 
after  the  mother's  death  when  the 
grown-up  children  began  squabbling. 
This  disgusted  their  father  so  much 
that  he  overturned  the  cabinet  holding 
the  china,  shattering  every  piece. 

Concerned  that  a  memo  won't  do 
the  tricki*  Recalls  John  Cohan,  a 
retired  estate  tax  lawyer  in  Camarillo, 
Calif,  "One  time  when  we  anticipat- 
ed real  trouble,  I  wrote  in  a  provision 
that  said,  Tf  the  heirs  can't  agree  to  a 
division  within  three  months,  all  the 
property  will  be  sold  and  the  pro- 
ceeds donated  to  the  Salvation  Army' 
Believe  me,  the  heirs  worked  out 
their  differences." 

On  the  other  hand,  sometimes  it's 
better  for  an  executor  not  to  force  an 
issue.  Boston  attorney  Fitts  recalls  a 
case  in  which  four  siblings,  having 
worked  out  compromises  on 
$40,000  worth  of  propert>',  got  stuck 
on  three  pieces  of  jewelry  worth 
$4,000.  Solution:  Fitts  held  the  jew- 
elry until  everybody  felt  ready  to 
strike  those  last  compromises.  How 
long  did  that  take.*  Twelve  years. 

But  what  if  mom  and  dad  are  dead 
and  they  didn't  do  what  this  article 
recommends? 

There  are  many  ways  to  avoid  un- 
seemly friction.  A  basic  one  is  to  draw 
straws,  choose  items  and  then  reverse 
the  order.  So  if  there  are  four  chil- 
dren, number  one  chooses  first  and 
number  four  la.st  in  the  first  round.  In 
the  next  round,  the  order  is  reversed: 
four,  then  three,  then  two,  and  last, 
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The  hardest  cases  are 
when  one  or  two  items 
(say,  a  painting) 
are  of  disproportionate 
value. 


number  one. 

Or,  if  there  are  two  heirs,  toss  a 
coin.  The  winner  chooses  whether  to 
go  first  and  pick  one  item,  or  second 
and  pick  two.  Then  they  alternate, 
picking  one  at  a  time.  What  matters 
is  not  so  much  the  method  used  as 
that  the  heirs  agree  on  it. 

Should  you  keep  track  of  value 
when  di\'V}dng  up.*  Opinions  vary. 
Ciullo  does;  she  evens  up  with  cash  at 
the  end.  Thus,  if  the  most  valuable 
item  is  worth  $10,000  and  the  next 
$7,000,  the  person  who  won  the 
right  to  pick  first  doesn't  come  out 
$3,000  ahead.  Others  make  each 
round  of  choices  be  for  items  of 
roughly  equal  value,  but  this  can  get 
very  complicated. 

The  hardest  cases,  of  course,  are 
when  one  or  two  items  (such  as  a 
painting)  are  of  disproportionate 
value  to  the  others.  Then  it  is  espe- 
cially important  for  the  owner  to 
decide  die  item's  disposition. 

By  the  way:  On  one  thing  most 
estate  law\'ers  are  agreed.  Don't  in\ite 
in-laws  to  sit  in  on  the  propert)'  divi- 
sions. Except  in  rare  cases,  their  pres- 
ence usually  makes  an  already  tense 
situation  even  worse.  -L.S.    ^M 
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Consistently  rated 
among  the  top 
executive  education 
programs  in  the  world 
by  Business  Week 
and  U.S.  News 
&  World  Report. 


Executive  Education, 
Chosen  Time  &  Again 

Thousands  of  executives,  representing  the  world's  top  companies,  choose  Kellogg 
each  year  foi  further  educational  development.  For  over  45  years,  executives 
and  their  sponsoring  companies  have  looked  to  us  to  help  prepare  them  for  greater 
management  responsibilities  in  increasingly  global  business  environments. 
And  they  keep  coming  back.  Why? 

When  you  attend  a  general  management  program  at  Kellogg,  you  become  a  part  of  one 
of  the  world's  finest  institutions  for  managerial  studies.  You  share  experiences  and  ideas 
with  colleagues  from  around  the  globe.  Most  importantly,  you  benefit  from  the  real 
business  experience  and  the  extensive  research  of  the  distinguished  faculty  that  keeps 
us  at  the  forefront  of  American  business  schools. 

As  you  consider  which  program  and  which  school  will  best  prepare  you  for  your 
expanding  leadership  and  managerial  roles,  know  that  when  you  choose  Kellogg, 
you  choose  a  leader  ...  How  can  thousands  of  your  colleagues  be  wrong? 

Advanced  Executive  Program 

February  IS-March  13  or  June  H-July  10,  1998 

Provides  senior-level  executives  with  a  thorough  understanding  of  the  forces  that 
govern  the  strategies  and  performance  of  organizations.  Attendees  are  businesspeople 
with  15  to  25  years  of  management  experience  who  have  (or  soon  will  have)  general 
management  or  cro.ss-functional  responsibilities  in  two  or  more  functional  areas,  and 
profit-and-loss  responsibilities  within  their  organizational  unit. 

"I  performed  extensive  due  diligence  on  various  residential  executive  education  programs  before 
deciding  to  attend  the  Kellogg  AEP  -  and  accordingly(,)  I  came  to  Kellogg  with  very  high 
expectations.  For  someone  who  will  he  assuming  general  management  responsibilities  in  the  near 
future,  I  can't  think  of  a  better  preparation  than  the  Kellogg  (Advanced  Executive  Program)." 

'Senior  Vice  President  &  CFO,  Anchor  Qlass  Container  Corporation 

Executive  Development  Program 

May  3-22,  July  12-31  or  October  4-23,  1998 

Offers  executives  a  broad  perspective  on  the  functions  of  management  and  a  fuller 
understanding  of  the  concepts  and  tools  required  for  higher-level  responsibilities. 
Participants  should  have  10  or  more  years  of  experience  with  the  potential  for  senior- 
level  management  in  either  staff  or  line  positions.  It  is  also  an  ideal  program  for 
entrepreneurs  and  owners  of  small  companies. 

"(The)  Executive  Development  Program  at  Kellogg. ..covers  all  conceivable  (organizational) 
functions  in  just  three  weeks.  This  is  an  excellent  orientation  for  any  prospective,  as  well  as 
practicing,  general  manager.  This  program  exceeded  all  (of)  my  expectations  in  terms  of  content, 
faculty,  structure,  caliber  of  participants  and  the  strong  network  (that)  I  have  established. 
I'm  truly  a  delighted  customer." 

'Director,  Total  Quality  Management  Systems,  Tenneco  Automotive 

Enrollment  has  already  begun  for  the  1998  AEP  &  EDP  sessions.  Contact  Execu- 
tive Programs  today  for  an  application  or  for  information  on  any  of  our  25  open- 
enrollment  programs  offered  throughout  the  year. 


EXECUTIVE  J.L.Kellogg  Graduate  School  of  Management 

PROGRAMS  Northwestern  University 

James  L.  Allen  Center 

Evanston,  IL  60208-2800 


Phone:  847-467-7000 
Fax:847-491-4323 
E-mail:   ExecEd@nwu.edu 
Web  site:  www.kellogg.nwu.edu 


POINT 


Commerzbank's  focus  on  German 
and  European  economic  issues 


by  the  central  bank  in  exchange 
for  the  issue  of  central  bank 
money.  In  Germany,  for  instance, 
securities  repurchase  agree- 
ments amounting  to  almost 
DM150  billion  are  the  largest 
balance-sheet  item  to  set  against 
the  central  bank  money  stock. 

Apart  from  the  level  of  interest 
rates,  it  is  demand  for  central 
bank  money  that  determines 
how  large  the  institutipn's  profits 
are.  And  here  Germany's  situ- 
ation differs  from  that  of  its  EU 


compensate  for  the  loss  of  the 
D-mark's  present  role  as  the  sole 
EU  currency  widely  circulating 
abroad. 

How  MUCH  Germany  stands  to 
lose  through  lower  central  bank 
profits  can  only  be  assessed  with 
the  aid  of  certain  assumptions 
about  money-market  rates  and 
Emu  participants.  Realistic  esti- 
mates suggest  that  the  annual 
loss  could  reach  DM3/^  billion. 
This  is  a  sizeable  amount,  but 
much  less  than  the  horrific  sums 


The  need  to  review 
Germany's  share  of  ECB 
profits  under  Emu 


Although  the  economic  benefits  of  European  monetary 
union  will  vary  between  countries,  the  analyses  pub- 
lished by  the  European  Commission  largely  do  not  reflect 
this  fact,  though  certainly  not  only  because  it  is  very  diffi- 
cult to  predict  the  impact  at  the  national  level.  Rather, 
the  Commission  wants  to  avoid  a  dispute  over  perceived 
imbalances.  Recently,  one  aspect  of  this  problem  has 
attracted  attention  above  all  in  Germany:  the  allocation 
of  the  profits  of  the  European  Central  Bank  (ECB).  While 
Germany  stands  to  lose  in  this  respect,  the  figures  that 
are  often  cited  in  public  debate  are  exaggerated. 


International  presence: 

Almaty.  Amsterdam, 
Ant^verp,  Atlanta,  Bangkok, 
Barcelona,  Beijing,  Beirut, 
Bombay,  Bratislava,  Brussels, 
Budapest,  Buenos  Aires,  Cairo, 
Caracas,  Casablanca,  Chicago, 
Copenhagen,  Dublin,  Geneva, 
Gibraltar,  Grand  Cayman, 
Hong  Kong,  Istanbul,  Jakarta, 
•iohannesljurg,  Kiev,  Labuan, 
London,  I/w  Angeles,  Luxem- 
bourg, Madrid,  Manama,  Mexico 
City,  Milan,  Minsk,  Moscow, 
New  York,  Novosibirsk,  Osaka, 
Paris,  Pra^Tic,  Rio  de  -Janeiro, 
Sao  Paulo,  touul  .Shanghai, 
Singapore,  St.  Petersburg, 
Sydney,  Taipei,  Tehran.  ToV^n 
rurorito,  Warsai"',  Zurich 


The    Maastricht    Treaty 

established  how  the  European 
Central  Bank's  profits  will  be 
allocated.  Each  national  central 
bank  will  receive  a  share  reflect- 
ing the  amoimt  of  the  capital  of 
the  ECB  which  it  holds.  The  size 
of  this  stake  is  based  on  GDP 
and  population.  In  Germany's 
case,  it  results  in  a  share  of  just 
under  25%,  on  the  unrealistic 
assumption  that  all  EU  coun- 
tries will  take  part  in  monetary 
union  fi"om  the  outset. 

Central  bank  profits  mainly 
come  about  as  a  result  of  inter- 
est-bearing assets  being  acquired 


Discrepancy  between  Germany's  share 

In  monetary  base*:      and  in  capital  of  ECB": 


Other  EU  23.1% 

United  Kingdom  8.6% 
France  10.2% 
Italy  11.6% 
Spain  11.7% 

Germany  34.8% 


Other  EU  20.2% 
United  Kingdom  14.7% 

France  16.8% 

Italy  14.8% 
Spain  8.7% 

Germany  24.8% 


'  1995;  **  with  15  countries  participating  in  Emu 


partners:  the  D-mark  plays  an 
important  role  as  a  parallel  cur- 
rency in  countries  lacking  a 
stable  currency.  The  Bundes- 
bank estimates  that  30-40%  of 
all  D-mark  notes  circulate  out- 
side Germany.  At  an  interest 
rate  of  4%,  this  imphes  revenues 
of  DM3!^  billion.  All  in  all,  there- 
fore, Germany's  share  of  the 
combined  central  bank  money 
stock  of  the  EU  countries  is 
much  larger  than  its  capital 
share  in  the  ECB. 

If  a  stable  euro  means  that 
interest  rates  in  the  EU  are  lower 
than  they  would  have  been  with- 
out Emu,  the  ECB's  profits  will 
be  squeezed.  This  will  probably 
be  more  significant  for  the  former 
high-interest  countries  than  for 
Germany.  In  addition,  the  ECB's 
profits  will  depend  on  the  euro's 
attractiveness  as  a  parallel  cur- 
rency. However,  it  is  highly  un- 
likely that  international  use  of 
the  euro  will  be  so  great  as  to 


currently  being  cited  in  some 
quarters. 

In  any  case,  the  financing  of  the  t 
EU  is  on  the  agenda  for  1999. 
The  German  government  has 
repeatedly  emphasized  that  it  is 
seeking  a  more  equitable  distri- 
bution of  burdens  betweeen  mem- 
ber states.  At  present,  Germany's 
net  contribution  of  more  than 
DM20  billion  per  year  is  by  far 
the  largest  of  any  of  the  EU  mem- 
bers. The  review  of  the  EU's 
finances  should  provide  an  oppor- 
tunity to  find  some  form  of  com- 
pensation for  the  reduced  alloca- 
tions from  central  bank  profits. 


For  more  information  about 
Commerzbank's  broad  scope  of 
research  capabilities  and  finan- 
cial services,  just  contact  the 
bank's  head  office  in  Frankfurt 
Fax +49  69 13  62-98  05 
http://www.commerzbank.conn 
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THE  FORBES/BARRA  WAIL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


The  tiny  closed-end  Morgan  Fun- 
Shares  fund  is  a  pretty  classic  defen- 
sive pla\' — manager  Burton  Morgan 
owns  companies  whose  products  sell 
whether  the  economy  is  strong  or 
weak.  Examples:  Seagram,  Philip 
Morris  and  McDonald's. 

The  fund,  fully  invested  at  all 
times,  holds  positions  in  only  25 
stocks.  Morgan's  lack  of  ownership  of 
high-flying  cychcal  and  technology 
stocks  has  punished  performance  of 
late.  Some  of  his  stocks  trading  off 
their  highs:  Kimberlv-Clark  (kmb: 
$47),  which  is  17%  below  its  12- 
month  high;  Johnson  &;  Johnson 
(INI:  S58),  down  13%  from  $66;  and 
Gillette  (G:  S87),  which  has  suffered 
an  18%  decline  fi-om  its  high.  Morgan 
FunShares — not  large  or  old  enough 
to  be  rated  by  Forbes — trades  at  a 
19%  discount  to  net  asset  value. 


Special  focus 


Since  Congress  relaxed  radio  ownership 
rviles  in  1996,  the  industry'  has  consolidat- 
ed. Frank  Bodenchak,  Morgan  Stanley 
analyst,  says  the  market  is  moving  toward 
valuing  radio  broadcasters  on  a  cash  flow- 
basis.  The  stocks  below  sell  for  an  average 
20  times  estimated  1998  cash  flow  versus 
an  estimated  23  tor  the  industry. 


The  sound  of  money 


Company 

Recent 
price 

1998  est 

price/ 
cash  flow 

Ackerley  Group 

$18.25 

13.5 

Chancellor  Media 

55.00 

18.3 

Clear  Channel  Comm 

63.19 

24.3 

Cox  Radio 

28.19 

18.8 

Emmis  Broadcasting 

47.75 

18.4 

Jacor  Comniunlcations 

44.75 

18.3 

Saga  Communications 

24,63 

20.5 

Westinghouse 

27.00 

29.3      i 

The  overall  market 


5200 
4400 

3600 
2800 

2000 


1200 


The  Barra  All-US  price  index  as  of  9/26/97 

Market  value:  $10.9  trillion 

P/E:  23.1 

P/E  minus  negative  EPS:  21.5 

Price/book:  3.4 

Yield:  1.5% 


Peiformance 

Price 

Total  return 

Last  4  weeks 

5.2% 

5.3% 

Since  12/31/96 

26,1 

28.0 

5200 


4800 


4400 


4000 


3600 


12-month  closeup 


! Sana  Indei 
S200-ilay  moving  average 


•87     '88     '89     '90     '91     '92 

'93     '94     '95    "96     '97 

BOND 

'96 

F   M  A  M    J 

'97 

':j 

Closeup  on  the  markets                                                                     | 

Index  or  investment 


Barra  «II-US  index 

2.3% 

StP/Barra  Growth  index' 

2.3 

S&P/Barra  Value  index' 

2.3 

'    Dow  lones  industrials 

2.3 

StP  500 

2.3 

NYSE 

2.5 

Nasdaq 

2.0 

PSE  Tech  lOO' 

1.6 

eafe' 

4.6 

CR8  futures  index' 

0.4 

Sold  (Comexspot) 

0.9 

Yen  (per  $US) 

0.2 

Oil  (W  Texas  Intermediate) 

7.5 

%chan 

ge  from 
5-year  high 

■■■I 

33.9% 

-0.8% 

■■■ 

39.4 
35.9 

-2.8 
-0.9 

■■g 

■^B 

34.9 
37.7 

-4.1 
-1.6 

■^ 

■■■ 

35.2 
36.8 
50.8 

-0,8 
-0,9 
-2,3 

■H 

g^ 

■■■■^^H 

10.0 

-1.6 

-14.0 

9.3 

-4,2 

-7,3 

-21,3 

-4,7 

1 
_J 

J 

B|H|  '^^-^ 

-21,7 

The  best  and  worst  performing  stocks 


Best 

Price 

2-week 
change 

1997 
EPS' 

Worst 

Price 

2-week 
change 

1997 
EPS' 

Technlcat  Chemicals  t  Prods 

$16,13 

57% 

$-0,45 

Executive  Telecard 

$3,34 

-52% 

$0,23 

ProxyMed 

10,56 
18,63 

40 
39 

-0,40 
-0,92 

American  Pad  &  Paper 

12,50 

-48 

0,49 

Millennium  Pharmaceuticals 

BioCryst  Pharmaceuticals 

6,25 

-46 
-45 
-31 

-1,04 
0.96*  : 

BT  Office  Products  IntI 
Standard  Microsystems 

11,63 
14,83 

37 
37 

0,60 
-1,97 

First  USA  Paymentech 
Galoob  Toys 

16,88 
14,69 

The  best  and  worst  performing  industry  factors" 


Best 

2-week 
change 

Change 

since 

12/31/98 

Worst 

2-week 
change 

Change          | 
since            1 

12/31/96          ^ 

Forest  products 

11.4% 

46.3% 

Iron  &  steel 

-7.2% 

22.6% 
4.3 

Trucking 

9.3 

100.6 

Tobacco 
Photographic,  optical 

-5.4 

Financial  sendees 

7.5 

55.7 

-4.8 

-25,1 

Precious  metals 
Beverages 

7.2 
6.7 

-3.3 
24.3 

Retail 
Chemicals 

-1.8 
-1,7 

43.9              1 
18.1              i 

Source:  Market  Guide  via  OneSource  Information 
Services. 

Note:  Data  for  period  ending  9/26/97,  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U,S,  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U,S,  markets,  ADRs,  REITs  and  closed-end  funds  are  excluded.  *1998  estimate,  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above- 
average  earnings  growth,  ^Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios,  M  price-weighted  index  of  100  widely 
followed  U.S,  technology  stocks.  Base  value  12/31/82  =  50  (ad|usted)',  'A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source;  Morgan  Stanley  Capital  International, 
-Index  of  21  commodity  futures,  'Source:  Bridge-Commodity  Research  Bureau,  'Estimate,  Source;  IBES  Express,  'Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth 
characteristics.  Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif, 
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THE  F0RBES/I8ES  BEPORI  l^^i 

S&P  500  P/E*  vs.  Treasury  bond^ 


Treasury  bond 


tikn' 


:-n^    tf 


92      '93      '94      '95     "96    "97 


•The  recent  price  of  the  S&P  500  divided 
by  estimated  earnings  ever  the  next  12  months, 
tinverted  yield  to  maturity  for  the  ten-year 
Treasury  bond. 


iBES  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 

1.50 


1.00 


n 


0  50  t 


0.00 


illlilli 
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1996  1997 


Forecasting  the  S&P  500 


Year 

1996' 
1997 
1998 


Estimated 
P/E 


%  chanee 

current  est 

vs  3  months  ago 


Expected 
year-to-year 
EPS  grovrth 


22.2  NA  8.2% 

19.9  -0.8%  11.0 

17.4  -0.6  14.7 

1997  estimates  for  IBES  industry  groups 

Rising  estimates  Falling  estimates 

truck  mfg  natural  gas 

securities  brokerage  precious  metals 

trucking  ^^^  tiospitals 

shipbuilding      ^^W^  containers 

residential  bidg  computer  periptierals' 


'Actual. 


■  :Vi;M!M<i|:|i|ill¥r 
IBES  International,  Inc.,  which  tabulates  consensus  earn- 
ings estimates  on  6,000  U.S. -based  companies,  reports 
that  S&P  500  profits  are  expected  to  be  1 1%  higher  in  the 
third  quarter  than  they  were  a  year  ago.  The  current  con- 
sensus earnings  estimate  for  the  s&P  500  for  all  of  1997 
is  $45.29  a  share  before  writeoffs.  Peter  Grays,  manager 
of  U.S.  research  at  ibes,  reports  that  analysts  have  cut 
their  1997  forecasts  for  the  s&P  500  less  dian  1%  over  the 
past  three  months.  Earlier  in  the  Nineties  analysts  typi- 


cally made  larger  cuts  at  this  time  of  the  year.  At  the  pres- 
ent pace.  Grays  thinks  1997  s&P  earnings  will  come  in 
10%  ahead  of  1996  results. 

Among  the  beneficiaries  of  the  strong  economy  are 
trucking  companies  and  truck  manufacturers.  For  exam- 
ple, the  1997  forecast  for  trucker  Yellow  Gorp.  rose  ft-om 
$1.30  a  share  in  June  to  $1.75  currently.  And  the  1997 
estimate  for  truck  manufacturer  Navistar  International 
rose  40/^  since  June,  to  a  recent  $1.41  a  share.  Navistar's 
1998  estimate:  $1.78  a  share. 


Wlio's  hot                                                                                                                                                1 

Greatest  increase  in  estimates  over  the  past  three  months 

Company/industry 

1996 
EPS 

recent 

1997  EPS  estimate 

3-month  change    P/E 

S-month 
price  change 

Reason 

Spectrian/telecomm  amplifiers 

$-0.50 

$2.31 

115.9% 

26.1 

93.8% 

Increased  sales  of  wireless  communications  amplifiers 

John  Alden  Financial/insurance 

1.27 

1.65 
1.15 

114.3 
82.5 

19.2 
41.8 

47.2 

Decrease  in  health  claim  expenses 

Patterson  Energy/oilfield  services 

0.36 

118.8 

Higher  demand  for  oil  rigs 

Avid  Tech/audio  &  video  editing  ( 

;quip  -0.69 
-0.20 

0.98 
0.90 

60.7 
57.9 

32.1 
45.1 

18.3 
4.0 

Increased  demand  for  video  &  graphics 
Increased  sales  of  spinal  implants  and 

equipment 

Spine-Tech/medical  implants 

■r 

instruments 

Who's  not                                                                                                                                              1 

Greatest  decrease  in 

estimates  over  the  past  three  months 

Company/industry 

1996 
EPS 

recent 

1997  EPS  estimate 
3-month  change 



P/E 

3-month 
price  change 

Reason 

IftlMSO/computer  software 

$1.25 

$0.73 

-54.9% 

17.8 

-51.6% 

Lower  royalty  revenues 

Atlas  Air/cargo  carrier 

1.88 

0.98 

-54.2 

28.3 

-15.1 

Higher  maintenance  costs  for  aircraft 

^"uit  of  the  Loom/apparel 

1.98 

1.25 

-50.2 

22.8 

-9.9 

Strong  competition                                                          i 

Entertainment/movie  theaters 
lil/oil&gas 

0.73 
1.41 

0.53 
0.53 

-48,0 
-43.6 

33.3 
30.1 

-15.1 
-12.1 

Weaker  than  expected  box  office  results                             | 
Lower  production  and  oil  prices                                           i 

Note:  C- 
from?  c 


•  )r  period  6/24/97  through  9/24/97.  Listed  cornpanies  have  a  market  capitalization  of  $100  million  or  more.  Earnings  projectior>s  are  Wall  Street  consensus  estimates 
ecurity  analysts  compiled  by  IBES  Inc. 
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Dealerscope  Consumer  Electronics  Marketplace 

Products  of  the  Month 
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GOLDTOUCH  TECHNOLOGIES  INC. 
Goldtouch  Mouse 

The  Goldtouch  Mouse  allows  the 
natural  repose'  position  for  your 
hand  providing  the  most  comfort- 
able ergonomic  positions.  It  features 
the  Hyper-lump  Scroll  control  but- 
ton to  enable  scrolling/panning  on  the  latest  software — 
uniquely  designed  to  reduce  unnecessary  repetitive  move- 
ments of  the  fingers  and  hands  Used  properly,  the  Goldtouch 
Mouse  can  reduce  known  risk  factors  that  are  associated  with 
painful  mouse  usage  problems.  Not  only  is  it  safer  from  a 
health  viewpoint,  its  much  more  comfortable  to  use  and 
provides  technological  features  which  save  you  valuable  time 
and  effort  For  more  information  call  714-798-0300  or  visit 
our  web  site  at  www.goldtouch.com. 


•     J 


BROTHER  _ 

GeoBook' 

The  Brother  GeoBook®  is  a  full  size  E- 
mail  device  for  under  $600  Designed 
for  those  of  us  who've  avoided  PDAs 
due  to  their  small  screens  and  key- 
boards plus  big  prices,  the  GeoBook  ^^ 
delivers  full-size  keyboard  and  screen 
productivity,  plus  Internet  and  E-mail 
capabilities  all  for  about  $599  including  a  33.6  fax/modem 
(the  same  price  as  a  PDA).  It  also  has  a  full  productivity  soft- 
ware suite  including  word  processing,  spreadsheet,  address 
book,  calendar,  scheduler  and  accepts  files  from  most  PC 
word  processing,  spreadsheet  and  PIM  programs.  Thanks  to 
the  GeoBook.  the  information  highway  has  gotten  some 
mass-transportation  For  more  information,  please  call 
Brother  at  I  -800-284- 1 937.  faxback  system  at  800-52 1  -2846  or 
visit  their  website  at  www.brothercom. 
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SONY  ELECTRONICS  INC. 
DVP-S7000  CD/DVD-Video  Player 

Sony's  CD/DVD-Video  Player  is 
the  industry's  reference  standard 
in  digital  audio  and  video  per- 
formance. Designed  to  meet  the  needs  of  both  home  enter- 
tainment and  music  enthusiasts  alike.  Sony's  CD/DVD-Video 
Player  offers  a  number  of  exclusive  features  that  dramatically 
improve  the  picture  quality  and  sound  performance  of  movies 
and  music.  For  more  information,  call  1-800-222-SONY. 


THE  DSS  SYSTEM 

Over  200  channels  of  digital  tele- 
vision from  DIRECTV  and  US, 
Satellite  Broadcasting.  An  unprecedented  selection  of 
movies,  sports,  news  and  entertainment    Add  an  antenna 
and  receive  your  local  channels  for  FREE!  The  DSS  system 
is  available  where  TVs  are  sold  from  name  brand  manufac- 
turers like  RCA,  Sony  and  Toshiba. 

JVC 

GR-DV1  Digital  Video  Cybercam 

IVC  has  created  the  smallest  and  lightest 
camcorder  on  the  market,  the  CR-DVl 
digital  video  Cybercam  IVC's  ultra-compact 
camcorder  weighs  1.1  pounds,  small 
enough  to  fit  in  a  coat  pocket,  and  features 
a  lOx  optical  zoom,  lOOx  digital  zoom, 
570,000-pixel  CCD,  special  digital  effects,  a 
snap  shot  function  and  a  color  viewfinder  For  more 
information  call  1-800-252-5722. 


MITSUBISHI 

G100  Mitsubishi  Wireless 

The  GlOO  trom  Mitsubishi  U/ireless  is  the 
new  way  to  go  wireless — PCS  wireless.  The 
PCS  is  advanced  technology  for  wireless 
phones  that  lets  you  screen  calls,  receive 
voice  mails,  and  send  and  receive  short  mes- 
sages. Sleek  and  a  mere  5. 1  ounces,  the  G 1 00 
will  fit  comfortably  in  a  pocket  or  purse.  And 
its  flip-style  design  protects  the  keypad. 
Special  features  include  a  NiMH  battery  for 
long  talk  and  standby  times,  and  a  unique  s^' 

Express  Key  that  allows  you  to  easily  navigate  through  the 
function  menu  and  provides  quick  access  to  memory 
features.  For  more  information  call  (770)  638-2100. 


For  CE,  PC  and  Major  Appliance  Retailers 

Editorial  Offices:  •401  North  Broad  Street  •  Philadelphia,  PA  19108  •  (215)  238-5300  •  www.dealerscope.com 
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Nothing  ventured 

H.uiD-to-understand 
stocks  are  often 
good  values.  Con- 
sider Telecommu- 
nications-TCi 
Ventures  Group 
(Nasdaq:  tciva),  a 
September  spinoff  of 
giant  Tele-Communi 
cations,  Inc.,  trad- 
ing around  $2 1 . 

TCI  is  spinning 
off  a  portfolio  of 
minority  interests 
in  public  and  pri- 
vate companies 
that  it  thinks  could  be  acquired. 
Ventures  houses  many  of  TCi's 
noncable  systems  and  nonprogram- 
ming  assets,  including  Teleport 
(telephone),  At  Home  (Internet) 
and  Sprint  Spectrum  PCS  (an  alter- 
native to  cellular).  It  also  holds 
85%  of  TCI  International  (world- 
wide cable  and  TV  programming). 

Trading  40%  below  its  net  asset 
value  of  $33,  Ventures  is  a  bargain, 
says  DLJ  analyst  Karim  Zia.  The 
stock  fell  immediately  upon 
trading,  likely  because  index  fiind 
managers  who  own  TCi  couldn't 
hold  on  to  their  Ventures  shares. 

Sevent)'  percent  of  Ventures  is 
made  up  of  publicly  traded  securities 
actually  worth  about  $25.  Furman 

Flat-liner 

Even  the  best  companies  can 
have  trouble  meeting 
investors'  high  hopes.  Consider  Arte- 
rial Vascular  Engineering,  Inc. 
(Nasdaq:  AVEl),  an  $80  million  (fiscal 
1997  sales)  producer  of  stents  to 
keep  arteries  open  and  balloon 
catheters  used  during  treatment  for 
cardiovascular  disease.  At  a  recent 
$55.50,  the  shares  trade  at  79  times 
trailing  earnings.  Excited  about  the 
company's  foray  into  the  U.S. — it's 
the  number  one  stentmaker  in 
Europe — investors  have  gunned  the 
stock  fourfold  since  January. 

The  company's  flexible  yet  stable 
stents  did  beat  out  behemoth  John- 
son &  Johnson  for  dominance  in  the 


Selz  analyst  David  Doft  says  that  at 
current  prices,  investors  get  the 
Sprint  PCS  business,  worth  $7 

per  TcrvA  share,  for 
free.  Sprint  is  one 
of  the  best-posi- 
tioned PCS  com- 
panies in  terms  of 
markets  it  serves, 
its  size  and  con- 
sumer aware - 
s  ness.  A  piece 
^  of  Sprint  PCS 
%  will  likely  be 
5  sold  off  within 
S  a  year.  The 
Teleport  stake, 
which  provides  local  phone  service 
for  businesses,  and  accounts  for 
about  40%  of  tciva's  value,  could  be 
sold  in  six  months. 

Ventures  is  not  a  TCl  castoff 
John  Malone,  chief  executive  and 
chairman  of  both  TCI  and  Ventures, 
and  TCI  President  Leo  Hindery  Jr. 
own  as  much  of  Ventures  as  of  TCI. 

Zia  thinks  Ventures  will  hit 
$26.50  in  six  months  and  $30  in  a 
year,  a  43%  upside.  There's  a  prece- 
dent: Another  offspring,  Libert)' 
Media,  traded  at  a  more  than  30% 
discount  when  it  was  spun  off  two 
years  ago.  Its  spread  closed  to 
about  10%  when  the  company  out- 
lined a  plan  similar  to  Ventures'  to 
increase  shareholder  value. 


$275  million  European  market.  But 
prices  fell  by  half  on  the  continent  last 
year  when  competitors  came  in.  And 
in  the  final  quarter  of  1996, 
when  Arterial  began  increas- 
ing overhead  for  the  U.S. 
invasion,  its  earnings 
feU  40%.  The  stock 
price  cratered  fi-om 
$45  to  $9.  Stock  is 
now  higher  than 
ever  even  diough 
earnings  per  share 
are  expected  to  be 
flat  until  the  compa- 
ny gets  HDA  approN'al. 

Kurt  Kruger,  analyst 
at  Montgomery  Securi- 
ties, says  the  battle  for 


profits  will  shift  to  the  $800  million 
U.S.  market,  but  competition  is  heat- 
ing up  here.  Three  companies — 
Johnson  &  Johnson,  Cook  and 
Medtronic — have  FDA  approval  for 
their  gtents  and  balloons;  others, 
including  Arterial  Vascular,  are 
expected  to  get  approval  before  next 
spring.  To  maintain  its  dominance  in 
the  market — a  76%  share — Johnson 
&  Johnson  wiU  likely  offer  its  cus- 
tomers cost  sa\ings  if  they  buy  other 
J&J  products. 

How  far  ahead  of  itself  is  this 
stock.'  The  stent  market  worldwide  is 
$1.2  billion;  Arterial  Vascular's 
market  capitalization  is  $1.7  billion. 
If  it  traded  in  line  with  its  peers,  the 
stock  would  fall  to  $32,  a  loss  of  42%. 
If  you  want  to  short  it,  do  so  careful- 
ly. Stock  is  borrowable. 

Now  hear  this 

Investors  punished  Harman 
International  Industries 
(NYSE:  HAR),  a  $1.48  billion  (1997 
sales)  manufacturer  of  high-qualit)' 
audio  gear,  when  the  company  disap- 
pointed in  March.  Harman  shares  fell 
26%  when  it  announced  an  unexpect- 
ed increase  in  manufacturing  costs 
and  a  decline  in  computer-related 
sales.The  shares  have  since  recovered 
32%,  to  a  recent  $50.06,  but  with  a 
p/e  of  16,  they're  trading  at  roughly 
half  their  peers'  valuations. 

Buy,  says  Walter  Schenker  at  Brook 
Asset  Management.  He  thinks 
Harman  shares  will  approach  $70 
within  12  months. 

The  company  has  three  businesses: 
consumer  products  (audio  equipment 
for  home  and  auto),  professional  gear 
and  factory-installed 
car  audio.  All  are 
poised  for 
growiJh. 
Harman  is 
ending  its  exclu- 
sive arrangement 
as  supplier  to 
Ford;  now  it 
can  pick  up 
more  business 
from  Toyota,  Mitsubishi  and 
BMW,  which  will  install  a  high- 
tech  setup  this  year  containing 
Harman  CD,  radio  and  na\iga- 
tional  gear.  Harman's  con- 
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sumer  dixision  will  benefit  fi-om  the 
ongoing  convergence  of  stereo,  home 
theater  and  PCs.  The  company  licens- 
es its  X'max  3-D  audio  technology' — 
which  produces  SurroundSound  with 
only  two  speakers- — to  Microsoft. 

Efforts  to  refine  imentory  control 
and  close  inefficient  distribution  out- 
lets are  finally  bearing  fruit.  Schenker 
expects  the  compan\'  to  post  positive 
cash  flow  this  \'ear,  after  four  \'ears  of 
losing  mone\'.  He  thinks  the  compa- 
nv  can  earn  S3. 90  a  share  in  fiscal 
1998,  up  44%  from  fiscal  1997  profit 
of  S2.96  a  share. 

Market  mutant 

Inm-istors  have  taken  a  shine 
to  Qiagen  N.V.  (Nasdaq: 
QGENF),  a  Netherlands  biotech  outfit 
that  did  S54  million  in  sales  last  year. 
The  firm's  main  product  is  a  kit  that 
separates  and  purifies  nucle- 
ic acids— RNA  and 
1>NA — to  test  for 
everything 
from  tainted 
food  to  genet- 
ic disorders. 
Qiagen's 
stock  has  quadru- 
'.  pled  since  die 

June  1996  li'C).  At  a 
recent  S46.50,  the  shares  trade  at 
111  times  earnings.  Qiagen's  $780 
million  market  cap  exceeds  the  $700 
million  market  for  DNA  purification. 

Bulls  say  Qiagen's  earnings  will 
jump  almost  50%  this  year.  Never 
mind  that  demand  for  nucleic  acid 
purification  is  growing  at  only  15%  a 
year.  VVhat's  more,  Qiagen's  success  is 
drawing  competition  from  better- 
capitalized  players  such  as  Pharmacia, 
Boehringer  and  Millipore. 

The  company  has  disappointed 
before:  Last  quarter's  sales  came  in 
10%  below  analysts'  expectations. 
Qiagen  blamed  the  strong  dollar  and 
customers  taking  long  vacations,  but 
insiders  have  been  selling.  A  total  of 
3.4  million  shares  have  been  sold 
since  March,  about  20%  of  the  shares 
outstanding. 

One  money  manager  thinks  the 
Qiagen  shares  will  drift  to  $25  in  12 
months.  Stock  is  borrowable,  if  you 
want  to  short. 

-Stephan  Herrera  ^ 
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Continuity  is 

our  solid 

foundation. 


At  Bank  Julius  Baer,  founded  in  1890,  con- 
tinuity of  personal  service  in  asset  manage- 
ment is  a  recognized  tradition. 

An  integral  part  of  this  tradition  has  been 
the  Bank's  abiUty  to  attract  and  keep  highly 
qualified  staff  for  comparatively  long  periods 
of  time,  an  advantage  for  clients  seeking  con- 
tinuity of  expertise  and  optimal  long-term, 
after-tax  performance. 

International  wealth  management  is  our  strength. 
Personalized  service  is  our  commitment.  For 
Julius  Baer  group  expertise,  please  contact: 

New  York:  Balz  Eggimann  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (561)  659  44  40 
Los  Angeles:  Pius  Kampfen  (310)  286  02  01 
Montreal:  Karel  Nemec  (514)  847  19  00 
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BANK  JULIUS  BAER 

The   Fine  Art  of   Private  Banking 

http://www, juliusbaer.com 
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A  complete  collection  of  interactive 
databases,  indexes,  calculators,  and  the 
renowned  Forbes  lists  including  the  49th 
Annual  Report  on  American  Industry,  the 
400  Richest  People  in  America,  the 
World's  Richest  People  and  the  200  Best 
Small  Companies  in  America. 
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FORBGN  EXCHANGE 

The  dollar  is 
mighty  again 


BY  ANDREW  J.  KRIEGER 
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of  KB  Currency 
Advisors,  Inc.,  a  foreign 
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management  and 
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As  THE  DOLLAR  continued  its  powerful  rise, 
investors  and  speculators  have  slo^\dy  but  surely 
been  forced  to  recognize  the  underlying 
strength  behind  it.  Yet  skepticism  still  abounds. 
Twelve  years  of  constant  downward  pressure 
have  made  dollar-selling  a  habit  for  most  for- 
eign exchange  participants.  Only  repeated 
experiences  of  losing  money  by  shorting  the 
dollar  will  change  the  behavioral  patterns  of 
these  players.  Even  now,  every  small  dollar  cor- 
rection arouses  hope  among  bloodied  bears. 

They  hope  in  vain.  Long-range,  the  dollar  is 
headed  up. 

The  extent  to  which  the  U.S.  has  successful- 
ly restructured  its  economy  during  the  past 
eight  years  is  astounding.  I  list  the  principal 
gains:  increases  in  productivity,  reduction  of 
budget  deficits,  reallocation  of  resources  (from 
nonproductive  military  expenditures  to  pro- 
ductive private  sector  investments),  continued 
deregulation  and  remarkably  sound  central 
bank  practices. 

These  improvements  have  occurred  during  a 
time  when  the  U.S.'  major  trading  partners  are 
suffering  horribly  ft-om  a  host  of  debilitating 
problems,  both  structural  and  cyclical.  Europe 
is  beset  by  a  rigid  labor  force  that  has  effective- 
ly institutionalized  extraordinarily  high  levels 
of  unemployment.  The  European  social  wel- 
fare net  is  far  too  broad,  accumulated  deficits 
are  too  high,  its  fiscal  policy  mechanism  is 
bound  to  be  restrictive  at  precisely  the  worst 
times.  Finally,  European  monetarv  policy  is  so 
inflexible  that  it  cannot  effectively  stimulate 
domestic  demand. 

During  the  next  16  months,  as  Europe 
moves  closer  to  the  euro  launch,  the  market 
will  finally  come  to  grips  with  the  e\'entualit\' 
of  a  Bundesbank  that  is  going  out  of  business. 
The  once  mighty  deutsche  mark  is  going  to  be 
debased  by  the  ClubMed  currencies,  such  as 
the  Italian  lira  and  Spanish  peseta. 

Germany's  recovery  this  )'ear  largelv  has 
been  export-led,  and  a  weakening  mark  helps 
give  the  economy  a  needed  boost.  With  die 
impending  fading  of  the  Bundesbank's  devo- 
tion to  a  strong  mark,  that  weakness  is  likelv  to 
continue. 

The  progrowth  socialist  policies  of  the 
French  will  also  depress  the  euro's  value  once 


the  January.  1999  launch  has  been  effectuated. 

In  the  Mar.  10  issue  of  Forbes  I  advised 
long-term  players  to  stay  with  a  bullish  view  of 
the  dollar  against  the  mark  but  to  be  prepared 
for  some  choppy  action.  I  advised  purchasing 
18 -month  dollar  calls  against  the  deutsche 
mark  with  a  strike  price  of  1.80.  The  price  at 
that  time  was  .8%. 

Since  tiien  the  dollar  has  rallied  smartiy, 
from  1.67  to  a  high  of  1.89,  before  settling 
back  around  the  1.80  level.  The  option's  value 
has  increased  to  roughly  3.5%,  and  although  I 
believe  the  dollar  has  further  room  to  rise,  I 
advise  selling  one-half  of  the  option  to  guar- 
antee a  nice  profit  for  the  entire  transaction. 
There  could  be  some  more  choppiness. 

How  about  the  dollar  versus  the  yen?  Bet  on 
the  buck.  The  Japanese  economy  has  faltered 

The  once  mighty 

deutsche  mairk 

is  going  to  he  dehased 

hy  the  CluhMed 

ciurencies. 


again,  stumbling  afi:er  the  recent  hike  in  the 
Japanese  consumption  tax  triggered  a  sharp 
economic  downturn. 

The  weakness  in  domestic  demand  in  Japan 
proved  all  the  more  shocking,  given  the  rosy 
forecasts  most  analysts  had  been  touting.  Japan 
is  mired  in  what  may  be  the  greatest  deflation- 
ary collapse  in  history.  Trillions  of  dollars  have 
been  lost  because  of  asset  depreciation  in  real 
estate  and  equit\'  holdings,  and  few  policy 
alternatixes  remain.  Fiscal  spending  and  mone- 
tary stimulation  are  botii  fiilly  extended,  and 
opting  for  a  weaker  currency  is  politicaUy 
unpalatable  because  of  the  high  Japanese  trade 
surplus. 

As  a  result,  we  are  potentially  on  the  verge 
of  a  massive  capital  flight  out  of  Japan  as  the 
growing  fear  of  a  deflationary  recession  sinks 
into  the  collective  psyche  of  Japanese  investors. 
The  authorities  want  to  cap  the  dollar  at  125 
yen  against  the  dollar,  but  if  fear  takes  hold, 
which  well  it  might,  we  will  see  the  dollar 
burst  right  through  that  level  to  much  higher 
prices.  ^ 
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The  power  to  create  value 
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On  October  8,  a  $44  billion  company  took  its  plade  on  the 
New  York  Stock  Exchange.  Based  in  Germany,  VEBA  is  a 
world-class  player  on  a  world-class  stage. 

You  may  not  know  us  now,  but  you  will.  We  manage  a 
group  active  in  the  fields  of  electricity,  chemicals,  oil, 
trading,  transportation,  services  and  telecommunications, 
concentrating  on  markets  in  which  we  are  now,  or  have  the 
potential  to  become,  the  #1  or  #2  company. 


Our  V  stands  for  value.  Believing  that  short-term  gains 
must  lead  to  long-term  growth,  we  focus  on  maximizing 
shareholder  value— tripling  our  share  price  over  the  last  five 
years. 

Maybe  it's  time  you  learned  more  about  VEBA.  For  further 
information,  you  can  reach  us  through  VEBA  Corporation, 
605  Third  Avenue,  New  York,  NY  10158.  Telephone:  (212) 
922-2728,  Internet:  http://listing.veba.com 
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bearing  bucl^s 
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Kenneth  L  Fisher 
is  a  Woodside, 
Calif.-based  money 
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third  book  is 
100  Minds  that 
Made  ttie  Market 
l<enfisher@fi.com 


Money  is  simply  pouring  into  the  U.S.A. 
Foreign  money  is  what  fundamentally  drives 
this  stock  market.  As  long  as  it  pours  in,  this 
bull  keeps  galloping. 

So  it's  important  to  keep  your  eye  on  this 
figure.  Easier  said  than  done.  The  Treasury's 
accounting  of  cross-border  flows,  like  all  gov- 
ernmental economic  statistics,  is  terrible.  In 
July  the  Treasury  released  ridiculous  revisions 
of  prior  revisions.  For  example,  from  nowhere 
they  find  $210  billion  of  previously  unnoticed 
foreign -held  U.S.  greenbacks — hard,  paper 
money — more  than  all  the  currency  U.S.  resi- 
dents hold  here.  Do  not  believe  the  govern- 
ment's economic  statistics. 

Probably  at  least  several  hundred  billion 
bucks  have  come  here  unaccounted  for  this 
year.  For  example,  in  most  major  countries 
you  can  borrow  at  the  bank,  turn  around  and 
buy  foreign-held  U.S.  Treasurys  and  make  a 
whopping  spread.  But  that  usually  isn't  count- 
ed as  foreign  investment. 

Take  Germany.  To  stimulate  its  strangled 
economy,  the  central  bank  has  kept  monetary 
policy  loose  and  rates  low.  You  can  borrow 
readily  for  three  months  at  3.5%.  That's  sup- 
posed to  encourage  Germans  to  borrow  and 
invest.  Instead,  it  encourages  them  to  borrow 
at  3.5%  and  put  the  money  in  U.S.  three- 
month  Treasury  bills.  They  pick  up  1.5% 
easily.  As  the  dollar  rises,  they  get  a  double 
kick.  Germany  says  its  money  supply  grew 
about  10%  over  the  last  year — a  lot.  A  lot  of 
those  newborn  marks  are  visiting  the  U.S. 

The  potential  to  arbitrage  against  U.S. 
interest  rates  exists  almost  everywhere  except 
in  England,  Italy  and  Spain.  Foreign  rates  are 
so  low  relative  to  U.S.  rates  that  this  will  go 
on  for  a  while:  Borrow  and  buy.  Americans 
who  sell  foreigners  a  Treasury  use  the  pro- 
ceeds for  something  else — maybe  on  Main 
Street  or  maybe  for  other  bonds  or  stocks. 

In  the  short  term  this  foreign  interest  rate 
arbitrage  feels  might}'  good  to  us.  Manna 
fi-om  abroad. 

One  day  die  manna  will  stop  flowing.  Mon- 
etary policy  works,  albeit  with  unpredictable 
time  lags.  Foreign  central  bank  money  cre- 
ation will  '.'v cntually  get  foreign  economies 
going,  and  i  .en  we  will  have  rising  commodi- 


ty prices  and,  later,  rising  inflation.  And  the 
dollar  will  eventually  fall  enough  to  spook 
speculators  away  from  this  game. 

When  I  first  saw  this  trend  late  last  year,  I 
thought  it  would  likely  have  reversed  by 
now — and  that  Europe's  major  economies 
would  be  humming  now.  That's  why  I  began 
recommending  the  shifting  of  fiinds  fi-om  the 
U.S.  stock  market  to  European  stock  markets. 
I  was  too  early.  The  present  game  may  go  on 
for  a  while  longer. 

The  Germans  claim  to  have 
increased  their  money  supply 
hy  10%  over  the  last  year. 
A  lot  of  those  ne\d>om  marks 
are  visiting  the  U.S. 


Because  I  was  too  early,  my  Mar.  24  recom- 
mendation of  several  gold  stocks  was  terribly 
timed.  I  suggested  Ashanti  Goldfields 
(11,  asl)  at  15,  An£ilo  American  (52,  angly) 
at  63  and  DeBeers  {29,  dbrsy)  at  35.  Despite 
poor  timing,  all  three  should  work  out  just 
fine  if  you  give  them  several  years.  Ashanti, 
having  dropped  so  much,  gives  some  readers 
fits.  But  it  has  low-cost  production,  perhaps 
the  world's  best  technology'  and  sells  at  9 
times  earnings,  6  times  cash  flow  and  has  a 
2.4%  dividend  yield.  If  gold  does  not  drop 
fiirther,  Ashanti  is  pretty  darned  cheap.  If  gold 
rises  with  inflation,  I  think  my  March  predic- 
tion of  35  in  four  years  is  still  good. 

While  on  bloopers,  my  July  28  pick  o(  Moet 
Hennessy  (43,  lvmhy)  at  54  has  also  gone 
wrong.  LVMH\'  reminds  me  of  my  1994  Merrill 
Lynch  pick  at  40.  The  month  after  I  recom- 
mended it,  Merrill  was  at  32.  But  it  bounced 
back  in  a  few  months  and  moved  above  100. 
Well,  my  July  column  said  to  look  for  100  on 
LVMHY  by  2000.  I'll  stick  with  that. 

Norway's  $13.5  billion  Norsk  Hydro 
(60,  NH\')  isn't  just  big — it's  also  diversified 
within  metals,  agriculture,  oil  and  gas,  and 
plastics.  All  four  areas  should  benefit  nicely  as 
European  inflation  picks  up  in  the  next  few 
years.  Norsk  Hydro  is  modestiy  priced,  at  15 
times  earnings,  1  times  revenue,  and  2.2  times 
book.  Here,  too,  I  expect  100  by  2000.       HI 
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CAPITAl  MARKETS 

Why  munis  aire 

a  compelling  buy— now 


BY  MARILYN  COHEN 


During  the  1980s  a  few  economic  sages  pre- 
dicted that  shrinking  Treasury  auctions  would 
cause  a  scarcity  of  Treasury  paper.  Most  of  us 
thought  they  forgot  their  daily  dose  of  antide- 
pressant. As  it  turned  out,  these  sages  were 
right  and  the  rest  of  us  were  wrong. 

I  now  belie\e  that  the  next  scarcity  will  be 
in  municipal  bonds  and  that  the  dearth  will 
last  a  decade  or  more.  That  means  higher 
prices  and  lower  yields.  It  means  that  you 
should  buy  your  munis  now. 

The  chart  shows  the  outstanding  supply  of 
tax-exempts  in  constant  dollars.  (It  includes 
nongovernment  bonds  that  quality  for  tax- 
exempt  treatment,  such  as  pollution-control 
bonds  issued  by  a  utility.)  Already  the  supply  is 
tapering  off.  This  at  a  time  when  the  demand 
is  likely  to  rise  from  baby  boomers  retiring  and 
needing  low-risk  securities  for  income. 

The  current  supply  is  artificially  swollen  by 
refijndings.  Suppose  a  town  floated  a  $5  mil- 
lion issue  a  few  years  ago  to  finance  a  school 
auditorium.  Since  interest  rates  have  dropped, 
the  town  would  like  to  refinance.  But  the  bond 
issue  isn't  yet  callable.  So  the  town  floats  a 
second  issue  and  sets  aside  the  proceeds  in  an 
escrow  account  to  pay  off  the  first  issue  as  soon 
it  can  be  retired.  Now  there  is  $10  million  of 
municipal  debt  outstanding — but  not  for  long. 

Muller  Data,  a  division  of  Thompson  Finan- 
cial specializing  in  municipal  bond  data,  says 
half  of  the  total  outstanding  munis  will  mature 


Nail  down  those  yields  before  it's  too  late 
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within  the  next  ten  years — $645  billion  worth. 

I  see  no  great  new  supply  coming  to  market 
to  replace  the  maturing  stuff.  Voters  are  more 
reluctant  than  they  used  to  be  to  approve 
boondoggles.  Privatization  of  everything  from 
hospitals  to  prisons  will  divert  fiiture  debt 
financing  away  from  the  muni  market  into  the 
taxable  market.  Water,  power,  solid-waste  and 
resource-recovery  projects  are  slowly  working 
their  way  into  the  private  sector. 

Demand,  however,  is  certain  to  grow.  We 
have  all  heard  the  financial  planning  wizards 
preach  that  the  percentage  of  bonds  in  your 

Munis  will  no  longer  be  for 
our  coupon-clipping  parents. 
We  will  have  become  our 
coupon-clipping  parents. 


portfolio  should  match  your  age.  We  will  hear 
that  sermon  with  increasing  frequency  in  the 
future.  Munis  will  no  longer  be  for  our 
coupon-clipping  parents.  We  will  have 
become  our  coupon-clipping  parents. 

Over  the  past  15  years,  muni  yields  have 
ranged  from  77%  to  86%  of  Treasury  yields. 
For  the  next  15  years,  I  think  77%  could  be 
the  high-water  mark.  If  you  are  in  the  28%  tax 
bracket,  a  muni  yielding  77%  as  much  as  a 
Treasury  is  attractive.  If,  like  a  lot  of  Forbes 
readers,  you  are  in  the  top  federal  brackets — 
effectively,  in  excess  of  40% — munis 
are  even  more  attractive. 
^^^_  The  tide  hasn't  turned  yet,  but 

successful  investing  is  about  antici- 
pating fliture  trends.  If  you  need  li- 
quidity, buy  a  no-load  muni  bond 
fiand  with  a  low  expense  ratio.  If  you 
don't,  buy  high-quality  bonds 
directly  and  hold  to  maturity.  Be 
attentive  to  call  risk.  If  I  am  right 
that  interest  rates  on  municipal 
bonds  are  going  to  come  down, 
there  will  be  a  lot  of  calls.  Protect 
yourself  by  focusing  on  bonds  that 
have  low  coupons  and  are  trading  at 
or  below  par.  These  will  be  the  last 
to  be  called  in  if  there's  a  decline  in 
interest  rates.  Hi 
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A  cigar  is  a  cigar 
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SiGMUND  Freud  was  once  admonished  for 
smoking  a  cigar:  Isn't  a  cigar  a  phallic  symbol  .> 
Freud  replied  tJiat  sometimes  a  cigar  is  only  a 
cigar.  That  also  sums  up  my  attitude  toward 
volatility,  one  of  the  two  critical  features  of  the 
current  market. 

I  have  long  monitored  volatility'  and  wrote  a 
paper  about  it  in  1985  when  the  concern  was 
that  futures  trading  was  causing  an  increase  in 
volatility.  Not  so,  I  found  by  looking  at  a  vari- 
ety of  measures  that  reflected  volatility.  I 
looked  at  day-to-day  changes  in  stocks,  at  the 
number  of  1%  to  2%  changes  in  the  averages 
and  at  intraday  changes. 

I  found  that  volatilit)'  was  not  increasing 
and  also  that  volatility  has  no  investment 
implications.  Like  Freud's  cigar  the  volatilit)' 
was  merely  volatility.  It  is  a  descriptive  indica- 
tor, telling  us  something  about  the  current 
market  rather  than  an  indicative  indicator  that 
tells  us  something  about  the  future  course  of 
the  stock  market. 

To  get  to  the  allegedly  meaningful  current 
volatility:  The  bears  argue  that  it  is  a  precursor 
to  a  significant  decline  (but  offer  precious 
littie  evidence).  They  then  argue  that  every- 
thing is  a  precursor  to  a  significant  decline. 

In  other  words,  the  large  swings  we  have 
had  are  only  large  swings  and  not  cause  for 

Small-Stock  moves  are 

the  stock  market's  equivalent 

of  Elvis  sightings. 


alarm.  And  I  believe  many  of  the  recent  days 
that  have  been  characterized  as  volatile  are 
not.  On  Sept.  15,  for  example,  the  market 
gained  almost  3%  as  lower  inflation  data 
ignited  the  bond  market.  Some  of  the  sages 
cited  that  as  an  example  of  volatility.  I  do 
not.  I  call  it  a  rally.  Volatility  is  when  we  go 
back  and  forth,  up  and  down,  with  no  dis- 
cernible trend. 

Another  trend  in  the  market  much  nattered 
about  these  days  is  the  strengdi  in  small 
stocks.  The  Russell  2000 — made  up  of  stocks 
that  are  between  the  1,001st  and  3,000th 
largest  American  companies — has  shown  some 
sharp  gains  of  late.  Does  this  mean  we  are  in  a 
new  trend  and  that  small  stocks  are  where  the 


next  action  is  going  to  be? 

I  don't  think  so.  By  my  count,  this  is  the 
eighth  tim'e  in  this  cycle  (back  to  1990)  that 
small  stocks  have  temporarily  outperformed 
large  stocks.  If  this  were  a  baseball  game,  the 
score  would  be  big  stocks  14,  small  stocks  2. 
In  the  last  inning  the  Smalls  outscore  the  Bigs 
1  to  0,  but  so  what.> 

Small-stock  moves  are  the  stock  market's 
equivalent  of  Elvis  sightings — often  pro- 
claimed but  never  delivered.  For  those  who 
want  to  hedge  their  bets  and  buy  a  few  of  the 
smaller  names,  let  me  offer  Credence  Systems 
(50,  CMOS)  and  National-Oilwell  {74,  NOl). 
But  I  do  so  only  at  your  insistence. 

So  what  does  one  do  here?  My  continued 
advice  is  to  stick  with  what  works.  I  would 
again  stress  large,  multinational  stocks  in  tech- 
nology, financial  services  and  consumer  non- 
durables.  Compaq  (76,  cpq)  has  graced  my 
column  in  August,  July,  June  and  April.  It's 
up  8  points  in  the  first  three  weeks  of  Septem- 
ber, so  maybe  it  is  not  the  best  time  to  buy 
new  shares  now.  But  look  for  any  dips,  any 
declines.  IBM  and  Texas  Instruments  have  also 
been  staples  of  my  column  and  continue  to 
reward  shareholders. 

In  the  financial  area,  I  noted  Chase  Man- 
hattan (119,  CMB)  two  months  ago  as  a  new 
name  (for  those  who  were  tired  of  Citicorp), 
and  it  has  rewarded  us  with  a  20-point  gain. 
Still  a  buy?  Yes,  and  so  are  other  names  in  this 
sector,  such  as  American  Express  (82,  AXP)  and 
most  brokerage  firms. 

Consumer  stocks  begin  with  Procter  &' 
Gamble  (69,  pg).  And  I  don't  care  what  the 
experts  say  about  Coke  (61,  KO).  It  was  over- 
priced at  50  before  it  went  to  70,  and  you 
should  own  at  least  some  shares.  I  was  wrong 
in  recommending  Gap  (51,  GPS)  in  the  June 
16  column  because  I  thought  of  it  as  a  long- 
term  investment.  It  is  up  20  points  in  three 
months,  so  you  might  tread  cautiously  at 
these  levels,  but  if  you  can  offset  $50  stock 
with  $35  shares  (assuming  you  listened),  I 
would  do  it.  And  I'll  again  mention  Warner- 
Lambert  (135,  wla). 

Some  years  back,  before  the  rules  were 
changed.  Dean  Smith's  North  Carolina  basket- 
ball teams  ofi;en  protected  leads  by  going  into 
what  was  called  the  four-corners  offense. 
Opponents  called  this  offense  boring.  But  the 
Smith  teams  were  very  successflil.  Boring  may 
not  be  exciting,  but  it  is  profitable.  !■ 
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If  interest  rates  settle  down  to  6%,  all  of 
the  players  will  sigh  in  relief,  because  at  least 
our  dividend  discount  models  will  not  be 
blinking  a  red  alert.  Can  long  Treasurys  drop 
to  6%?  It's  not  the  impossible  dream  if  infla- 
tion sticks  below  3%.  Even  if  earnings  disap- 
point by  10%,  the  market's  vulnerability  is 
cushioned  by  low  interest  rates.  The  bond 
market  will  bail  out  the  stock  market. 

But  I'm  not  counting  on  it.  All  of  us  who 
manage  money  are  fingering  our  worry  beads. 
Are  we  betting  on  the  right  horses  for  this 
stage  of  the  course?  There  arc  negative  sur- 
prises cropping  up  in  big-cap  properties.  It 
started  with  Kodak  and  Coca-Cola  and  pro- 
gressed onward  to  Gillette  and  Kimberly- 
Clark.  Boeing,  Delta  Air  Lines  and  Aetna 
stand  considerably  tarnished,  even  Oracle 
and  Motorola. 

The  most  naive  forecast  is  to  assume  that 
nothing  changes,  but  nothing  could  be  more 
dangerous  to  your  wealth.  The  strong  dollar 
and  Pacific  Rim  stagnation  will  have  a  nega- 
tive impact  on  the  earnings  of  the  multina- 
tionals. Not  much  bad  has  to  happen:  Just 
keep  the  dollar  strong,  trading  partners  weak 
and  commodity  prices  spotty.  There's  enough 
worldwide  excess  capacity,  starting  with  China 
and  Japan,  to  keep  end-product  pricing  com- 
petitive. Barton  Biggs  can  concoct  a  disaster 
out  of  those  ingredients. 

Depending  on  the  bond  market  to  bail  out 
this  scenario  is  risky  business.  In  the  summer 
of  1982  I  bought  five-year  Fannie  Mae  notes 
yielding  15%.  The  consensus  was  that  fnma 
could  default  on  its  obligations  because  of 
soaring  delinquencies  on  insured  mortgages. 
After  Mike  Milken's  incarceration,  junk  bonds 
yielded  14%  as  late  as  1991.  The  general  feel- 
ing was  that  all  the  junk  bond  issuers  were 
going  broke.  "Toxic  waste,"  they  called  them. 

Having  lived  through  this,  having  seen  how 
dead  wrong  the  consensus  can  be,  1  distrust 
these  nice,  pat  bond  market  predictions. 
When  the  Fed  misjudged  the  economy  in 
1984  and  tightened  when  it  should  have 
eased,  long  Treasurys  yielded  13%.  It  doesn't 
take  much. 

The  most  benign  scenario  today  is  that 


Greenspan,  the  piano  player,  in  his  infinite 
wisdom  keeps  his  hands  in  his  pockets  and 
whisties  "Singin'  in  the  Rain." 

What  worries  me  is  the  biblical  analogy  of 
what  comes  after  seven  years  of  plenty.  This 
cycle  started  early  in  1991  when  Iraq  bit  the 
dust.  Operating  profit  margins  have  doubled 
since  then,  and  the  return  on  equity  for  nonfi- 
nancial  corporations  stands  on  new  high 
ground,  over  20%.  Yes,  I  know  some  of  this  is 
bookkeeping  for  take-a-bath  writeoffs  and 
share  buybacks  but  it's  way  above  trend. 
Profit  margins  haven't  been  higher  in  30 
years.  Ask  yourself  what  happens  when  new 
orders  for  durable  goods  ease.  Even  a  litde 
easing  will  show  up  in  tighter  margins. 

The  most  benign  scenario 
is  that  Greenspan,  the  piano 
player,  keeps  his  hands 
in  his  pockets  and  whistles 
Singin'  in  the  Rain." 


(( 


Nobody  wants  to  deal  with  the  concept  of 
normalized  earnings  power,  which  is  at  least 
10%  below  what  we're  getting.  Excess  capital 
spending  and  offshore  recessions — such  as 
we're  seeing  right  now — have  a  way  of  taking 
care  of  bulging  profitability.  Going  for  market 
share  at  the  peak  of  our  economic  cycle  is  the 
great  humbler.  Not  just  for  General  Motors, 
but  even  Wal-Mart  and  Motorola  have  paid 
their  dues  in  previous  cycles — not  to  mention 
PepsiCo,  P&G  and  Citicorp. 

Nothing  is  forever.  Post- Black  Monday,  the 
typical  grow^ie  sold  at  14  times  earnings. 
Today,  the  valuation  band  has  progressed  to 
23  times  forward  12-month  earnings.  New 
eras  come  and  go.  Earnings  are  already  begin- 
ning to  decelerate  from  the  heady  15%  rate  for 
the  big  guys. 

Our  forecast  for  the  25  big  caps  in  1998  is 
12%  gains,  down  from  14%  this  year.  Even  if 
we  assume  that  long-term  interest  rates  will 
slide  down  to  6%,  is  that  enough  to  counter 
this  slowing  of  growth  in  the  big-cap  stocks.^"  I 
still  say  10,000  by  2000,  but  I'm  sure  we 
won't  get  there  in  a  straight  line.  Hi 
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They've  got  the  car, ^ 
:hey've  got  the  house. 
'Ime  to  buy  some  art. 


By  Robert  Goff 


COLLECTING 


Last  winter 
close  to  50  of 
John  Tevis'  friends  climbed  five 
flights  of  stairs  to  cram  into  his  360- 
square-foot  Greenwich  Village  garret. 
They  came  to  swill  cheap  red  vino 
and  to  admire  their  young  friend's 
newest  possession:  a  minimalist  mural 
of  three  diamond  shapes  in  light  gray 
that  dance  gracefully  across  Tevis' 
New  York  plaster  wall. 

Glancing  around  the  place,  one 
might  think  there  were  other  things 
that  Tevis  needed  more  than  art,  but 
he  disagrees:  "I'm  buying  this  work 
now  because  I  won't  be  able  to 
afford  it  in  20  years,"  says  the  lanky 


29-year-old  Seattle  native,  who 
recently  quit  his  job  at  Dillon,  Read. 

Meet  the  new  shoestring  Medicis. 
Like  Tevis,  they're  young,  and  they 
ofi:en  don't  have  a  whole  lot  of  spare 
cash.  But  they  have  that  essential 
ingredient  of  true  collecting:  passion. 
And  the>^'re  just  starting  to  leave  their 
mark  on  the  art  market. 

Tevis  met  his  artist,  Luke  Dowd,  a 
struggling  painter,  through  Dowd's 
brother,  a  college  roommate.  Dowd 
offered  to  paint  the  mural  in  Tevis' 
studio  for  free.  Tevis  liked  the  work 
so  much  he  ended  up  buying  a  paint- 
ing and  two  drawings.  Rembrandt, 
who  was  known  to  trade  masterpieces 


Artist  Dowd  (left)  and  patron  Tevis 
"I'm  buying  this  worit  now 
because  I  won't  be  able 
to  afford  it  in  20  years." 


for  herring  when  he  hit  the  skids, 
could  probably  relate. 

So,  probably,  could  Matisse.  In 
1905,  when  Matisse  first  exhibited 
"Woman  with  a  Hat,"  the  painting 
was  hooted  out  of  the  Paris  Salon. 
Gertrude  Stein  and  her  brother 
picked  it  up  for  $100.  Gertrude  had 
a  sharp  eye — the  kind  that  Tevis 
would  love  to  emulate. 

Once  again  demographics  and  eco- 
nomics are  conspiring  to  launch  a 
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Dealer  Jane  Jackson;  fledgling 
collectors  Maury  and  Cathy  Duchamp 
with  their  $13,000  Traylor  cat 
A  new  wave  of  collectors  stirs 
up  the  brackisli  mainstream. 


new  wave  ot  collectors  from  out- 
side the  often  brackish  main- 
stream. Much  of  the  cliquish  art 
establishment — "people  in  black," 
as  one  neophyte  West  Coast  collector 
calls  them — has  yet  to  take  notice. 
Too  bad  for  them. 

A  few  months  back  a  good  friend 
and  I  were  gallery- hopping  in  Man- 
hattan's up-and-coming  Chelsea 
neighborhood,  where  people-in-black 
roost  like  ravens  on  the  side  streets. 
My  friend  happened  upon  some 
drawings  she  liked  by  37-year-old 
Manhattan  artist  William  Wood  at  the 
Linda  Kirkland  Gallery  on  West  22nd 
Street. 

Maybe  it  was  her  baggy  sweat- 
pants, maybe  the  sandals,  maybe  her 
tender  years,  but  each  of  my  friend's 
questions  brought  a  sniff  from  the 
dealer  that  said  perhaps  you've  mis- 
taken us  for  a  Hallmark  card  shop. 
Bad  call,  Kirkland.  My  friend  has  the 
good  fortune  to  be  a  timber  heiress, 
and  she  had  checkbook  in  hand.  But 
she  wasn't  in  much  of  a  buying  mood 
after  that. 

Fortunately,  some  dealers  are 
waking  up  and  smelling  the  cappuc- 
cino. Alona  Kagan,  a  29-year-olci  art 
dealer  with  the  Kagan,  Martos 
Gallery  in  Manhattan,  arranges  gath- 
erings at  which  struggling  collectors 
can  mingle  with  struggling  artists. 
"They  [the  neophyte  collectors] 
become  part  of  a  creative  experience 
they  would  never  have  if  they  just 
focused  on  their  jobs,"  says  Kagan, 


I 


i 
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"and  that's  just  thrilling." 

Charles  and  Kristie  Abncy,  both 
29,  of  Atlanta,  started  their  photog- 
raphy collection  four  years  ago  while 
on  their  honeymoon  in  New  York. 
They  stumbled  upon  a  show  of  Sally 
Mann,  a  photographer  whose  shots — 
many  of  them  nudes — of  her  young 
children  have  drawn  considerable  fire. 
They  bought  one. 

But  it  was  Atlanta  photography 
dealer  Jane  Jackson  who  gave  the 
Abneys  their  big  push.  When  Mann 
passed  through  Atlanta  on  a  lecture 
tour,  Jackson  arranged  for  her  to 
meet  the  Abneys.  "Afterwards  I 
wrote  her  a  kind  of  teen  fan  letter," 
says  Kristie. 

Mann  wrote  back — across  the 
backs  of  two  of  her  recent  pho- 
tographs. "That  really  sent  us 
hurding  over  the  edge,"  says  Kristie. 
They  decided  to  dive  in,  buying  a 
work  entitled  "Blowing  Bubbles" 
from  Jackson  for  $5,500.  She  let  the 
Abneys  pay  in  installments. 

Maury  and  Cathy  Duchamp  of 
Seattle  also  sidled  into  collecting. 
"There's  no  way  in  hell  our  parents 
would  ever  spend  money  on  art," 
chuckles  Cathy.  Much  less  $13,000 
on  a  childlike  drawing  of  a  cat  by  Bill 
Traylor,  a  self-taught  artist  who  was 
born  into  slavery  and  died  in  1943, 
and  worked  in  almost  total  obscurity. 


Their  stock  options  at  Microsoft — 
where  Maury,  34,  was  a  graphic 
designer  and  Cathy,  31,  was  in  mar- 
keting— allowed  the  Duchamps  to 
retire  early  to  pursue  their  dreams, 
which  include  building  an  intriguing 
art  collection. 

You  get  the  picture:  There's  a 
whole  new  market  for  art  developing 
out  there,  and  established  dealers 
won't  meet  it  with  snooty  marketing, 
high  prices  and  conventional  tastes. 

Two  fields  seem  to  appeal  to  the 
newcomers:  outsider  art,  dismissed  as 
lowbrow  folk  art  by  many,  and  pho- 
tography, still  considered  by  purists 
an  exercise  in  button  pushing  more 
than  art.  They  appeal  to  the  cash- 
strapped  in  part  because  they're  rela- 
tively inexpensive.  They  may  not 
remain  so  for  long.  There  appears  to 
be  a  gathering  momentum  toward 
images  we  can  recognize,  and  away 
from  blank  canvases  and  pickled 
sheep  preserved  in  formaldehyde. 

By  art  world  standards  the  young 
collectors  are  not  big  players.  Not 
yet.  Tevis  made  his  biggest  purchase 
ever  last  year:  a  $1,300  painting  by 
Laura  Owens,  a  27-year-old  abstract 
painter.  In  the  18  months  since  he 
bought  it,  the  Laura  Owens  has 
tripled  in  value,  to  around  $4,000. 
Tevis  now  has  to  think  about — 
gasp! — insurance.  IH 
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A  baby  boomer  walks  the  trenches  of  the 
Western  Front  and  thinks  of  his  grandfathers. 


An  accidental  histoHan 


By  Susan  Adams 


BOOK  REVIEW 


In  1985  Paris- 
based  journalist 
Stephen  O'Shea  was  persuaded  to 
spend  a  winter  weekend  hiking  across 
the  silent  farmland  north  of  the 
Somme  River  that  was  the  scene  of 
one  of  the  bloodiest  and  most  futile 
battles  of  World  War  I.  A  self- 
described  typical  baby  boomer,  for 
whom  "history  was  something  that 
began  as  a  test  pattern  on  a  TV 
screen,"  Toronto-born  O'Shea  was 
startled  to  fmd  himself  mesmerized 
by  the  scene:  unexploded  shells,  rust- 
ing bullets,  tattered  gas  masks  and 
the  very  earth  itself  still  scored  by  the 
trenches  of  the  Western  Front,  that 
absurd  killing  ground  where  the 
eager  youth  of  an  Old  World  per- 
ished, fighting  too  often  for  just  a  few 
miles  of  mud. 

O'Shea  became  obsessed  by  WWl. 
The  next  summer  he  walked  the 
entire  450-mile  front,  from  Bel- 
gium's North  Sea  coast  to  the  border 
of  France  and  Switzerland.  Over  the 
next  decade  he  immersed  himself  in 
the  voluminous  literature  of  the 
Great  War,  all  the  while  pondering 


his  own  family's  role  in  the  conflict 
(his  Irish  grandfathers  fought  for  the 
British,  and  two  great-uncles  died 
from  war  wounds). 

The  result  is  Back  to  the  Front,  An 
Accidental  Historian  Walks  the 
Trenches  of  World  War  I  (Walker  and 
Co.,  $23).  As  O'Shea  traipses  across 
the  sites  of  the  Great  War's  many 
tragedies,  he  paints  a  devastating  pic- 
ture of  the  butchery  and  incompe- 
tence that  produced  them.  Outside 
Ypres,  Belgium,  he  visits  the  Lange- 
marck  cemetery  where  more  than 
44,000  Germans  are  buried,  many  of 
them  half-trained  student  volunteers 
mowed  down  by  British  machine- 
gunners. 

O'Shea  is  no  romantic.  Viewing 
the  sentimental  British  war  memori- 
als around  Ypres,  he  sees  them  as  a 
grandiose  attempt  to  pretty  up  the 
results  of  official  blunders.  O'Shea 
laments  the  fact  that  he  never  got  to 
hear  his  grandfathers'  war  stories,  but 
eventually  he  realizes  he  might  not 
have  paid  attention  had  he  been 
given  the  chance:  "They  did  not  want 
to  talk,  neither  did  we  wish  to  listen." 


This  is  not  military  history.  Rather, 
it  is  the  past  as  seen  through  the  eyes 
of  a  curious  traveler,  refreshingly 
aware  of  his  failings  and  the  irony  of 
his  surroundings.  After  a  rainy,  mud- 
soaked  day  of  crawling  through  war 
pits  in  the  Argonne,  O'Shea  notes: 
"Two  young  women  on  my  way  out 
of  town  look  at  me  as  if  I  were  the 
Antichrist.  I  really  should  buy  a  hair- 
brush." A  french-fry  truck  on  the 
road  outside  of  Reims  offers  only 
Coke  and  Champagne  as  beverages. 
The  best  restaurant  in  the  town  of 
Ste.  Menehould  sells  nothing  but 
pigs'  feet. 

For  O'Shea  World  War  I  did  not 
just  spark  the  many  political  changes 
that  kicked  off  the  20th  century.  It 
marked  a  turning  point  in  the 
modern  world  view,  including  "the 
elevation  of  irony  to  a  standard  mode 
of  apprehending  the  world,  the 
unbuttoning  of  moral  codes  and  the 
conscious  embrace  of  the  irrational." 
Whether  you  are  a  dedicated  history 
buff — or  a  baby  boomer  who  thinks 
Elvis  Presley  is  ancient  history — this 
is  a  great  read.  Hi 
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Why  is  the  current  crop  of  alien  movies  playing  the  outer-space  weirdos  for  villains? 
Obvious  answer:  With  the  possible  exception  of  lawyers, 
we  have  run  out  of  other  acceptable  bad  persons. 

The  menace  of  aliens 


By  Dan  Seligman 


SAYS  WHO? 


The  headline 
refers  not  to  ille- 
gals wading  across  the  Rio  Grande 
but  to  the  extraterrestrials  now  regu- 
larly terrorizing  audiences  in  theaters 
across  the  land.  Having  lately  plowed 
through  a  lot  of  science  articles,  and 
also  having  debriefed  two  leading 
authorities  on  aliens — a  teenager  and 
a  chap  I  went  to  high  school  with^ — I 
now  propose  to  definitively  answer 
three  questions  about  this  major  new 
theme  in  American  popular  culture. 

Question  number  one:  Why  does 
Hollywood  keep  making  movies 
about  aliens? 

Question  number  two:  How  come 
these  aliens,  which  (or  is  it  who?) 
once  seemed  benign,  even  cuddly  (as 
in  ET:  The  Extra-Terrestrial)^  are  now 
almost  always  depicted  as  horrifying 
and  villainous? 

Question  number  three:  If  and 
when  it  comes,  should  we  welcome 
their  landing  or  be  scared  widess? 

The  answer  to  question  number 
one  is  at  once  obvious  and  amazing: 
There  are  millions  of  young  folks  out 
there  for  whom  aliens  have  a  near- 
hypnotic  fascination.  Here  my  model 
is  a  chap  named  Misha  Favorov,  13, 
who  lives  in  Chapel  Hill,  N.C.  and 
happens  to  be  my  grandson.  The  data 
show  that  conversations  with  Misha 
can  start  anyplace  at  all  and  get 
around  to  the  subject  of  aliens  in  ten 
minutes,  tops.  He  gets  to  see  all  alien 
movies  repeatedly,  deeply  and  anx- 
iously analyzes  the  menaces  present- 
ed onscreen  and  occasionally  even 
inveigles  me  into  going  along,  which 
is  how  I  ended  up  seeing  Indepen- 
dence Day,  Men  in  Black,  and  Mars 
Attacks! — 65%  of  my  annual  time 
allocated  for  cinema  in  1997 — within 
a  span  of  three  months. 

When  he  can't  get  to  the  movies, 
Misha  battles  aliens  in  computer 
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games  like  x-COM  Apocalypse,  in 
which  the  problem  is  to  counter 
beings  who  have  the  power  to  con- 
trol the  behavior  of  unwilling 
humans,  including  even  the  police,  if 
we  are  correctly  understanding  the 
review  in  PC  magazine. 

The  answer  to  question  number 
two  is  essentially  political  and  requires 
some  historical  background.  Scholar- 
ly speculation  about  extraterrestrial 
life  goes  way  back.  Four  centuries  ago 
an  Italian  monk  named  Giordano 
Bruno  argued  that  there  might  be  life 
out  there;  for  his  pains  he  was  burned 
at  the  stake  in  Rome  in  1600.  (His 
alleged  sympathy  for  Protestant  Eng- 
land didn't  help.) 

Three    centuries    ago    a    Dutch 
physicist  named  Christian  Huygens 
also  argued  that  there  might  well  be 
life  on  other  planets.  Huygens  seems 
to  have  been  the  first  to  land  on  the 
statistical  proposition  that  underlies 
all  contemporary  belief  in  extrater- 
restrials. In  our  own  century  the 
Harvard-based      astronomer 
Harlow  Shapley  refined  and 
promoted  this  proposi- 
tion— notably,    in    a 


1920  debate,  sponsored  by  the 
National  Academy  of  Sciences — on 
the  possibility  of  intelligent  life  on 
other  planets. 

The  statistical  proposition  is  sim- 
plicity itself  A  special  case  of  "the  law 
of  large  numbers,"  it  tells  us  that  an 
event  of  extremely  low  probabilit}^ — 
like,  say,  my  beating  Pete  Sampras  in 
a  set  of  tennis — is  certain  (yes,  cer- 
tain) to  occur  if  the  number  of  trials 
is  high  enough.  Note  to  tennis  part- 
ners: The  previous  sentence  was  vali- 
dated by  Douglas  G.  Kelly,  chairman 
of  the  Department  of  Statistics  at  the 
University  of  North  Carolina  at 
Chapel  Hill.  In  the  Fifties  Shapley 
was  still  refining  and  promoting 
this  thought  and  relating  it  to 


extraterrestrial  life.  He 
and  others  assumed  that 
r  living  beings  to  be  cre- 
I  out  ot  inanimate  matter 
red  molecules  to  come 
;r  in  wildly  improbable 
sequences. 
Yet  there  were  plainly  billions  of 
galaxies  in  which  this  might  happen. 
(The  estimate  today  would  be  some- 
thing like  100  billion.)  In  the  Sixties 
this  proposition  was  lengthily  elabo- 
rated by  Cornell  physicist  Philip  Mor- 
rison, whose  lectures  inspired  science 
writer  Walter  Sullivan  to  write  Wc  Are 
Not  Alone  (1964).  Developing  the 
case  more  publiclv,  in  books,  lectures 
and,  would  you  believe,  26  appear- 
ances on  TJje  Tonight  Show,  was  Mor- 
rison's Cornell  colleague  Carl  Sagan. 
Some  scientists  have  all  along  felt 
threatened  by  the  possibility  of  con- 
tacts with  extraterrestrials,  but  the 
three  dominant  voices — Shapley  in 
the  Fifties,  Morrison  and  Sagan  in 
later  years — looked  forward  eagerly 
to  contact  with  extraterrestrials.  Why 
would  they  do  that? 

One  senses  that  the  answer  is 
felated  to  their  politics.  All  three  were 
men  of  the  left.  Shapley  was  a  leading 
sponsor  of  the  Stalin-inspired  Stock- 
holm Peace  Petition  in  the  Fifties, 
joined  numerous  communist  fronts, 
and  at  one  point  was  hauled  up 
before  the  House  Un-American 
Activities  Committee. 

Morrison  and  Sagan  did  not  go 
nearly  as  far  as  Shapley,  but  they,  too, 
were  relentless  critics  of  what  they 
saw  as  American  militarism  and  anti- 
communism.  It  obviously  occurred  to 
all  three  of  them  that  contact  with 
extraterrestrials  would  force  Ameri- 


cans to  stop  worrying  about  the 
imaginary  (as  they  saw  it)  Soviet 
threat. 

Sagan  was  especially  eager  for 
Soviet-American  cooperation  in 
space,  and  for  a  jointiy  run  expedi- 
tion to  Mars.  His  logic  was  that 
the  two  countries  needed  to  get 
used  to  cooperation  instead  of 
confrontation.  That  thought  is 
built  into  his   1985  oeuvre 
Contact  (and  some  of  that 
thought  is  faintly  discernible  in 
the  Jodie  Foster  movie  recently 
made  from  this  novel). 

Over  the  years,  a  fair  number  of 
alien  movies  were  unadorned  thrillers 
driven  by  no  discernible  ideology. 
But  many  of  them  were  scoring  polit- 
ical points  comforting  to  the  infantile 
left.  Like,  say,  The  Day  the  Earth 
Stood  Still  (1951),  whose  pacifist 
story  line  has  a  wise  alien  coming 
along  and  inviting  us,  the  people,  to 
join  in  an  interstellar  union  that 
requires  its  members  to  abolish  all 
weapons. 

We  respond  by  blowing  the  alien 
to  smithereens.  (Here  and  elsewhere, 
1  am  indebted  for  plot  summaries  to 
the  FrecZone  Kulture  Club,  an  Inter- 
net site  where  the  young  folks  con- 
vene to  chat  on-line  about  aliens  and 
other  issues  of  interest.)  In  another 
variant  from  years  past,  the  story 
line — represented  by,  for  example,  £T, 
Close  Encounters  of  the  Third  Kind, 
Starman,  The  Brother  from  Another 
Planet  And  Cocoon — has  a  subtext 
warning  against  McCarthyism  and 
preaching  tolerance  of  others  who 
seem  different. 

But — still  circling  around  question 
number  two — why  is  the  current 
crop  of  alien  movies  playing  the 
outer-space  weirdos  for  villains? 
Obvious  answer:  With  the  possible 
exception  of  lawyers,  we  have  run  out 
of  other  acceptable  bad  persons.  It  is 
still  politically  correct  to  attribute  evil 
to  slithering  monsters  from  other 
galaxies. 

It  is  increasingly  dicey  to  do  the 
same  for  our  own  planet's  higher  pri- 
mates, just  about  all  of  whom  are  of 
identifiable  ethnicity  and  gender.  Writ- 
ing about  the  villain  shortage  recent- 
ly, a  correspondent  of  the  Orange 
County  Register  suggested  that  Holly- 
wood might  have  to  go  back  to  guys 


wearing  plain  old  black  hats. 

Which  brings  us  to  question 
number  three:  Should  we  be  (a)  glad 
or  (b)  highly  apprehensive  when  the 
SETI  (search  for  extraterrestrial  intel- 
ligence) program  finally  hits  pay  dirt? 
Shapley,  Morrison  and  Sagan  to  the 
contrary,  the  answer  is  (b).  I  recently 
got  the  answer  from  Bob  Jastrow, 
whose  name  turned  up  in  these  pages 
several  issues  ago  (Forbes,  Au£i.  11), 
when  I  was  writing  about  various 
supersmart  guys  1  had  gone  to  high 
school  with.  Jastrow,  an  astrophysicist 
deeply  involved  in  NASA's  efforts  to 
put  a  man  on  the  moon  in  the  Sixties, 
is  now  director  of  the  Mount  Wilson 
Observatory  near  Pasadena. 

We  got  together  for  lunch  in  New 
York  recently,  and  in  the  course  of 
planning  for  this  event,  I  did  a  Nexis 
search  of  his  recent  writings.  This  led 
me  to  a  book  review  he  had  done  for 
a  publication  called  Sky  ZT  Telescope, 
which  included  a  calculation  about 
extraterrestrials  that  I  had  never  seen 
before. 

"Most  thinking  on  this  subject," 
Jastrow  wrote,  "assumes  implicitly 
that  KTs  have  roughly  a  human  level 
of  intelligence,  but  perhaps  we 
should  expect  something  quite  dif- 
ferent. Astronomy  sets  the  age  of  the 
universe  at  roughly  10  billion  to  15 
billion  years,  and  planetary  science 
sets  the  age  of  the  solar  system  at  4.6 
billion  years.  These  two  numbers  tell 
us  that  somewhat  more  than  half  of 
the  intelligent  beings  in  the  universe 
are  a  billion  or  more  years  older  than 
we  are.  Presumably,  they  are  corre- 
spondingly more  evolved  than 
Homo  sapiens.  What  is  the  signifi- 
cance of  a  separation  of  a  billion 
years  of  evolution?" 

Jastrow's  answer  posits  plenty  of 
significance.  "The  fossil  record  .  .  . 
reveals  that  a  billion  years  ago  the 
highest  forms  of  life  on  Earth  were 
wormlike  creatures.  What  stands  in 
relation  to  humans  as  we  stand  in 
relation  to  the  worm?" 

You  can  see  where  the  discussion  is 
leading.  "What  may  be  expected  of  a 
meeting  between  two  civilizations 
separated  by  a  billion  years?  Will  we 
survive  the  encounter?  I  see  no 
grounds  for  optimism." 

Misha  and  I  see  none  for  a  movie 
sale,  either.  j^ 
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BACHB.0R'S  •  master's  ■  OOCTORAtS 

For  Work.  Life  and  Academic  Fxperio..^a 

Earn  your  degree  through 
convenient  nome  study 

(800)  423-3244  ex.  185  > 
Fax:    (310)471.64SS 

~>end  detailed  re^ixne  lor  fMi  evtLuavoa 

Pacific  Western  University 

1210  Aualil  Street.  Oept.lSS.  Honolulu.  HI  96t14-4S» 


University  Degrees 


FREE  Video  or  CDROM 


Bachelor  •  Master  •  Doctor  •  Law 

Lovrest  Tuition  •  AojalitHl  •  (jaiits  Im  Ufe/Woit  Ejjiedert 
Columbus  University 

Specialish  m  DiMance Ediuulitin 

24  hn  1-888-896-1227         www.Coluinbus(J.ciiii 


lisT  ftyOL 


reach       the       affluent 


Ibrbes 


MdrketClassified 


gemstones 


books/authors/publishers 


INVESTMENT  CEMSlONKS 

<;i  AKANTKi'D  I  lyi  idity;: 

We  bu^  ^  sell  Diamond.s 

and  all  Pr«viou>  (iemstones. 

I-  ree  wholesale  catalog  since  ItitT. 

Mtmbrr:  Je*tUn  B*Mrd  oj 

Trade  d  Chamber  of  Commerce. 

HOl>KiH-  ONYX 

1  Main  hi.,  l.reensille.  K>  AIMS 

1-»IM)-844-3100  or  K\\  .'«2  3.'8-9605 


It  keeps 

more  than 

memories 

alive 


THE  AMERICAN  HEART 
ASS<n:iATION 

MfMnRni  PROSRAM 

1-800-242-8721 


AnMiicafi  Heart  Auoclatlon  1# 

TNa  ipoce  pfovtded  os  a  duGIIc  setvtce 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

ALL  SUBJECTS  CONSIDERED 

Fiction,  Biography, 

Religious,  Poetry,  Children's 

AUTWORS  WORLDWIDE  INVrTCD. 

wWTt  OR  HNO  'OUW  WANUia(ll>I  TO 

MINERVA  PRESS 

1  OLD  8ROMPTON  eOAD,  LONDON  *^W7  30Q, 


I 


Back  pain? 


Based  on  the  Alexander 
Technique.  PosturEvolution  is  not 

simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 

And  good  posture  can  lead 

to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


franchising 


Franchise 

your  business! 

Call  for  Information  about 

"Franchise  Your  Business"   seminars, 

or  informalion  on  franchising. 

Francorp^   „ 

So9CtallH»  In  fr»nchl$9  Dtvvlopmvnt  '' ' 

l-aOO-FRANCHlSE  (1-800-372-6244)^ 


business  products 


Logo  Tattoos!! 


wine  cellars 


' 

.nil 

':    ?    -     -'- 

i 

fS 

1    ^ 

.1 

1000  Temporary  Tat 

cos 

w/  yo 

jr  Logo 

Just  $189.00!!!  . 

2000.  Just  $299.00 

>  tlO.OO  SftH  (CA  add  7.25%  tax) 


lit'JiiSaWgMM 


Calico 

3000  Alamo  Dr.  «201    •    Vacauille,  CA  95687 

Tel:  707/448-7072    •     Fax:  707/446-8273 


consulting/marketing  services 


CHINA 


Exxc  International  Inc.  China  Business  Consultants 
Establish  your  Manufacturing  Facility  or  Branch  Office 
in  China  ■  l/.S  Owned  or  U.S.  /  Chinese  joint  Venture 


Tel:  (714)  260-4920  fax:  (714)  260-4799 

E-mail:  Exxe@aol.com  Ht(p://www. exxeintl.com 


business  opportunities 


TAKE  YOUR  BUSINESS  OFFSHORE  FOR  THE 

BEST  ASSET  PROTECTION  AND  PRIVACY 

Companies  -  Bahamas.  BVl,  Cayman 

Tnisfs,  Bank  (x  Secunncj  Accrs,       **''"'''* 
Credir  Cards  ^^7$ 

Viia/MaAmex  '-^""Plc, 

(800) 551-9105 

http7/www  ikysuff-comyua 


IJniv«rsal[ 


$350,000++  Potential 
AnnuaMy  FROM  HOME 

$3.50K  and  more  possible  annually  from  one-lime 
stan-uporie,s5than$10K.  $75K  potential  1st  few 
months.  Two  year  old,  global  company, 
break-through  product  and  market  sUiicture. 
Work  from  wherever  you  have  phone,  fax.  No 
inventory  or  selling  expenence  required.  No  meet- 
ings, not  MLM.  Call  now— 1-800-432-0018 
x5252  for  24  hour  2  minute  me.ssage. 


Winecellars 
Humidors 


Factory  DM  to  Yliu 


Beautiful  burl  root  humidors  for  75 
cigars  only  $169,  includes  hunnidi- 
fier,  solution  kit  and  hygrometer  j 
$100  value!  0[het  models  for  up 
to  250  cigars  with  a  mirror- 
like poly/lacquer  finish  and , 
brass  locksets.  Display 
units  with  2  glass  doors  & 
electric  humidifier-holds  1500  cigars  only  ' 
$1395  and  custom  walk-ins  hold  millions! 


,.) 


47  Deluxe  Winecellars.  24  bottle  cellars  from 

$229,  handmade  wood  cellars  for  60  to  3400 

bottles,  cooling  units,  custom  racks  and  cellars. 

Call  for  a  free  catalog  800/777-8466 
www.vinotemp.com 


17631  S.SusanaRcl; 


racecar  driving  school 


rl    \ 


X 


Ride  or 
Drive  a 
Stock  Car  d* 

<ieW&fsME^W)ri(.l  SPEEDWAY!.'! 


ntsirara  wzxy  vnwtn%  npcrlence 

is  available  year  round  at  Atlanta.  Charlotte,  Las  Vegas, 
and  Walt  Disney  World  Speedway.  5  courses  to 

choose  from  with  rides  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 

I'tOO'Bi'HJJY 


Forbes 


FORBE!^  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  executive  audience- 
Call  Linda  Loren  (212)  260-0620  or  Fax  (212)  260-8 183  or  E-mail:  lloren@forhes.com 


www.Forbes.ci 


Affiliated  Computer  Services 

www.acs-inc.com 

AFLAC 

www.aflac.com 

ALLTEL  CorpoTation 

www.alltel.com 

American  Electric  Power 

www.aep.com 

American  Express  Corporate  Services 

www.americanexpress.com/corporateservices 

American  General  Corporation 

www. age. com 

American  Society  of  Interior  Designers 

www.interiors.org 

Andersen  Consulting 

www.ac.com 

ARAMARK 

www.aramark.com 

ATftT  Solutions 

www.att.com/solutions 

Automatic  Data  Processing 

www.acip.com 

Bank  Julius  Baer 

www.juliusbaer.com 

The  Bank  of  New  York 

www.bankofTiy.com 

Boeing  Business  Jets 

www.Boeing.com 

Canon  D.SA,  Inc. 

www.usa.canon.com 

CellNet 

www.cellnet.com 

Charles  Schwab  &  Co.,  Inc. 

www.schwab.com 

Chevrolet  Corvette 

www.chevrolet.com/c5 

Chevrolet  Division 

www.chevrolet.com 

Chrysler  Corporation 

www.chryslercorp.com 

The  CIT  Group 

www.citgroup.com 

The  Cloister,  Sea  Island,  Georgia 

www.seaisland.com  or  www.cloister.com 

CNF  Transportation  Inc. 

www.cnf.com 

Compaq  Computer  Corporation 

www.compaq.coni 

Control  Data  Systems 

www.cdc.com 

Coopers  &  Lybrand,  L.L.P. 

www.us.coopers.com 

Dale  Carnegie  Training 

www.clale-carncgic.com 

E'Trade  Securities,  Inc. 

www.ctradc.com 

Emery  Worldwide  Global  Logistics 

www.emeryworld.com 


Fannie  Mae 

www.fanniemac.com 

Far  Eastern  Plaza  Hotel,  Taipei 

www.Shangri-La.com 

Federated  Investors 

www.federatedinvestors.com 

Fidelity  Investments 

www.fidelity.com 

GE  Capital  Corporation 

www.capital.ge.com 

GlaxoWellcome-Zyban 

www.zyban.com 

GTE  Internetworking 

www.intemetworking.gte.com 

Gulf^tream  Aircraft  Inc. 

www.gulfstreamaircraft.com 

Hewlett-Packard 

www.hp.com 

Hillsdale  College 

info@ac.hillsdale.edu 

HITACHI  AMERICA,  LTD. 

www.hitachi.com 

IBM  AS400 

www.as400.ibm.com 

JL  Kellogg  Graduate  School  of  Management 
Executive  Programs 

www.kellogg.nwu.edu 

Kahala  Mandarin  Oriental,  Hawaii 

www.mandarin-oriental.com/ 

Keane,  Inc. 

www.keane.com 

Kelly  Management  Services 

www.kellyservices.com 

Lands'  End 

www.landsend.com/catalogs/vq 

Lawson  Software 

ww'W.lawson.com 

Liberty  Mutual 

www.iibertymutual.com 

Lincoln  Navigator 

www.lincolnvehicles.com 

Maker's  Mark  Distillery  -  Bourbon  Whisky 

vvww.niakersmark.com 

Management  Recruiters  International 

www.mrinet.com 

Massachusetts  Mutual  Life  Insurance  Company 

wvvw.massmutual.com 

May  &  Speh  Outsourcing  Services 

www.mayspeh.com 

Menio  Logistics 

www.mcnlolog.com 

Merrill  Lynch 

vvvvvv.nil.com 

Minolta  CS-PRO  Copiers 

www.minoltausa.com 

Mississippi  Department  Economic  and 
Community  Development 

www.mississippi.org 


New  York  Stock  Exchange 

www.nyse.com 

Norfolk  Southern  Corporation 

www.nscorp.com 

NORTEL  -  Northern  Telecom 

www.nortel.com/networks 

OLDE  Discount  Stockbrokers 

www.OLDE.com 

Olympus  America  Inc. 

www.olympus.com 

The  Oriental,  Bangkok 

www.mandarin-oriental.com 

Pandesic 

www.pandesic.com 

PKS  Information  Services,  Inc. 

www.pksis.com 

Pontiac 

www.pontiac.coni 

The  Prindpal  Finandal  Group 

www.principal.coni 

Quest  Communications  International 

www.quest.net 

Ricoh 

www.ricoh-usa.com 

Roadway  Express,  Inc. 

www.roadway.com 

Robertson  Stephens  &  Co. 

www.rsim.com 

SalesLogix 

www.saleslogix.com 

The  Southern  Company 

www.southemco.com 

Sprint 

www.sprint.com/sprintbiz 

SPS  Payment  Systems,  Inc 

www.spspay.com 

Sterling  Commerce,  Inc. 

www.stercomm.com 

T.  Rowe  Price 

www.troweprice.com 

TCG  -  Teleport  Communications  Group 

www.tcg.com 

The  Timken  Company 

www.timken.com 

Tivoli 

www.tivoli.com 

Toyota  in  America 

www.toyotausa.coni 

Toyota  Motor  Sales 

www.toyota.com 

Ttansamerica 

www.transamerica.com 

IVco  International  Ltd. 

vvww.tvcoint.coni 

Wealth  Creation  Centers 

www.cybergate.com/barrykaye 

Zenger  Miller 

www.zengermilleriibrary.com 


EDITED  DY  DERO  A.  SAUNDERS 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  Oct.  15,  1927) 
"Ehvaght  Morrow  is  not  proceeding 
to  Mexico  as  U.S.  ambassador  to 
puU  Morgan  &  Co.  chestnuts  out  of 
the  Mexican  tire,  for  the  reason  that 
this  international  banking  house  has 
no  chestnuts.  J. P.  Morgan  &  Co. 
have  not  handled  a  single  Mexican 
loan  since  Mr.  Morrow  joined  the 
firm,  in  1914." 


J.P.  Morgan 
M      &  Co.'s  Dwight 
Morrow,  new 
U.S.  ambassador 
to  Mexico. 


"William  G.  McAdoo  has  announced 
his  withdrawal  from  the  presidential 
candidacv'  for  the  good  of  his  party 
and  to  preclude  such  an  impasse  as 
occurred  in  the  last  Democratic  con- 
vention. This  leaves  the  field  clear  for 
Governor  Smith  of  New  York,  and  a 
fiill-fledged  boom  for  that  gendeman 
is  currendv  under  way." 


60 


years  ago 


highs.  Major  reasons:  a  33%  boost  in 
truck  and  43%  boost  in  bus  registra- 
tions. While  overall  automotive  out- 
put may  be  high  this  year,  normal 
replacement  demands  have  yet  to  be 
exceeded." 

25  years  ago 

(From  the  issue  of  Oct.  15,  1972) 
"Snow  can  be  more  than  just  haz- 
ardous on  a  highway,  it  can  also  be 
expensive.  Driving  on  a  road  covered 
with  only  2  inches  of  snow  has  been 
found  to  increase  the  gas  consump- 
tion of  a  passenger  car  by  almost 
one-half" 

"We  don't  know  what  the  econo- 
mists would  make  of  this,  but  we've 
noticed  that  a  good  many  people 
these  affluent  days  are  using  their 
capital  to  produce  kicks  rather  than 
cash.  The  affluent  not-so-rich  are 
beginning  to  get  into  the  act,  too. 
They're  doing  it  increasingly 
through  what  is  probably  the  oldest 
of  rich  men's  sports,  horse  racing." 


(From  the  issue  of  Oct.  15,  1937) 
"Stock  market  continues  to  have 
sinking  spells  as  Wall  Street  mysti- 
fiers  mystify.  Late  reports  reveal  $7.6 
billion  drop  in  stock  values  in 
September,  while  volume  of  new 
financing  dropped  to  lowest  in  three 
years.  But  financial  observers,  noting 
good  reception  of  very  recent  issues, 
conclude  that  some  of  hesitancy  is 
•  beginning  to  clear  away." 

50  years  ago 

(From  the  issue  of  Oct.  15,  1947) 
"Businessmen  should  think  twice 
before  taking  a  case  to  Federal  court, 
especially  if  a  speedy  determination  is 
expected.  Over  50,000  cases  await 
an  idle  judge,  and  the  backlog  grew 
by  almost  5,000  in  the  past  year." 

"Despite  continued  new  car  short- 
ages, motor  vehicle  registration  this 
year  is  breaking  all  previous  records, 
is    already   some    7%   over   pre-war 


More  for  fun  than  for  profit,  the  U.S. 
upper  middle  class  seems  to  be  moving 
into  the  racehorse  game. 

10  years  ago 

(From  the  issue  of  Oct.  19,  1987) 
"I  sought  out  Phil  Fisher  after  read- 
ing his  Common  Stocks  and 
Uncommon  Profits  and  Paths  to 
Wealth  Through  Common  Stocks  in 
the  early  1960s.  When  I  met  him,  I 
was  as  impressed  by  the  man  as  by 
his  ideas.  Much  like  Ben  Graham, 
Fisher  was  unassuming,  generous  in 
spirit  and  an  extraordinary  teacher. 
From  him  I  learned  the  value  of  the 
'scuttiebutt'  approach:  Go  out  and 


Philip  Fisher,  renowned  San  Francisco 
investment  counselor. 


talk  to  competitors,  suppliers,  cus- 
tomers to  find  out  how  an  industry 
or  a  company  really  operates.  A  thor- 
ough understanding  of  the  business, 
obtained  by  using  Phil's  techniques, 
combined  with  the  quantitative  dis- 
cipline taught  by  Ben,  will  enable 
one  to  make  inteUigent  investment 
commitments."  -Warren  Buffett 

"Relentlessly  proper  Harvard 
University  and  oil-stained  University 
of  Texas  have  been  elbowing  each 
other  for  a  decade  over  which  has 
the  fattest  endowment.  State-sup- 
ported UT  slid  ahead  for  the  first 
time  in  1985.  On  June  30  this  year 
Ivy  League  Harvard,  founded  in 
1636,  was  back  on  top.  It  valued  its 
holdings  at  $4.02  billion,  a  shade 
more  than  ux's  $3.86  billion. 

"But  there's  really  no  contest.  UT 
carries  its  2.1  million  acres  of  west 
Texas  endowment  land  at  only  $5 
per  acre  instead  of  the  $200  or  so  an 
acre  that  each  is  really  worth.  More 
than  that,  it  carries  the  vast  oil  and 
natural  gas  reserves  beneath  that 
land  at  a  big  fat  zero." 

"Why  is  Honda  Motors  expanding 
aggressively  in  the  U.S..'  'We  create 
our  own  path  by  ourselves.  We  don't 
imitate  anybody  else.'  That's  Tetsuo 
Chino  speaking,  senior  managing 
director  of  the  parent  company. 

"Last  month  Honda  aiinounced  a 
second  assembly  plant  in  Ohio 
(150,000  initial  capacit)')  to  boost 
production  to  500,000  cars  a  year  by 
1990,  widi  room  for  anodier  150,000 
if  needed.  Even  without  that  second 
plant,  Honda  will  build  320,000  cars 
in  the  U.S.  this  year  and  will  import 
another  420,000."  ^ 
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THOUGHTS  ON  THE  BU 


thou^ts@forbes.com 
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Admittedly,  certain  Ameri- 
can cities  are  infested 
with  political  corruption. 
Graft  is  rampant,  usually 
under  cover,  sometimes 
flagrant.  All  classes  know 
it  exists;  it  is  common 
talk.  Tet  in  how  many  cit- 
ies do  the  business  leaders 
feel  that  they  are  in  the 
sli£fhtest  decree  blameable? 
A  second-£ieneration  Bos- 
tonian  of  wealth  once 
complained  bitterly  to  me 
that  too  many  self-made 
millionaires  failed  to 
discharge  their  social  obli- 
gations, failed  to  realize 
that  their  positions  also 
carried  responsibilities. 
Modern  business  will  prove 
short-si£hted  if  it  fails 
to  discharge  its  social 
obligations. 

-B.C.  Forbes 


A  Text .  .  . 

One  thing  have  I  desired 
of  the  Lord,  that  will  I 
seek  after;  that  I  may 
dwell  in  the  house  of  the 
Lord  all  the  days  of  my 
life,  to  behold  the  beauty 
of    the     Lord,     and     to 
inquire  in  his  temple. 
-Psalms  27:4 


Sent  in  by  Paul  Westerlund, 
Edina,  Minn.  What's  your 
favorite  text?  Forbes  Book  of 
Quotations:  Ttiougtits  on  the 
Business  of  Life  is  presented 
to  senders  of  texts  used. 


You  can  know  a  person  by 
the  kind  of  desk  he  keeps. 
If  the  president  of  a  com- 
pany has  a  clean  desk,  then 
it  must  be  the  executive 
vice  president  who  is  doing 
all  the  work. 
-Harold  S.  Geneen 

Boldness  in  business  is  the 
first,  second  and  third  thing. 
-Thomas  Fuller 

The  dinosaur's  eloquent  lesson  is 
that  if  some  bigness  is  good,  an 
over- abundance  of  bigness  is  not 
necessarily  better. 

-Eric  Johnston 

A  false  balance  is  an  abomi- 
nation to  the  Lord;  but 
a  just  weight  is  his  delight. 
-Proverbs  11:1 


Everything  which  is  properly 
business  we  must  keep 
carefiiUy  separate  from 
life.  Business  requires 
earnestness  and  method; 
life  must  have  a  fi-eer 
handling. 
-Goethe 

The  business  of  America 
is  business. 
-Calvin  Coolidge 

The  "Thoughts"  three-volume  boxed  set  and  individ- 
ual volumes,  now  out  of  print,  have  been  replaced  by 
Forbes  Book  of  Quotations:  Thoughts  on  the  Business 
of  Life,  a  new  one-volume  deluxe  edition  w/ith  more 
than  900  pages  and  14,000  quotes.  The  price  is  only 
$40.00,  plus  $3.50  shipping  and  $1.00  per  item  han- 
dling (add  applicable  sales  tax). 

Still  available:  the  Thougits  Screen  Saver  tor  PC 
(Windows  W  diskette),  for  $19.95. 
To  Ofder,  please  call  toll-free,  1-800-876-6556. 


The  tnost  sensible  people  to 
be  met  with  in  society  and 
in  the  world  are  men  of 
business  and  of  the  world, 
who  argue  from  what  they 
see  and  know,  instead  of 
spinning  cobweb  distinctions 
of  what  things  ought  to  be. 
-Willl\m  Hazlitt 

Conspicuous  consumption  of 
valuable  goods  is  a  means 
of  reputability  to  the 
gentieman  of  leisure. 
-Thorstein  Veblen 

It  is  true  that  America 
produces  and  consumes  more 
cars,  soap  and  bathtubs 
than  any  other  nation,  but 
we  live  among  these  objects 
rather  than  by  them. 
-Mary  McCarthy 

Light  gains  make  heavy 
purses. 

-English  proverb 

The  simple  opposition  between 
the  people  and  big  business 
has  disappeared  because  the 
people  have  become  so  deeply 
involved  in  big  business. 
-Walter  Lippmann 

Dispatch  is  the  soul  of 
business,  and  nothing 
contributes  more  to 
Dispatch  than  Method. 
-Lord  Chesterfield 

Looking  at  bargains  with  a 
pure  commercial  view,  someone 
is  always  cheated;  but  seen 
with  a  simple  eye  both  seller 
and  buyer  always  win. 
-David  Grayson 

Live  together  like  brothers, 
do  business  like  strangers. 
-Arab  proverb 
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